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The Senate met at 9:30 a.m., and was
called to order by the President pro
tempore [Mr. THURMOND].

PRAYER

The Chaplain, Dr. Lloyd John
Ogilvie, offered the following prayer:

In our prayer this morning, let us
think magnificently about God so that
we may serve Him magnanimously
throughout the day.

O God, whose love never lets us go,
whose mercy never ends, whose
strength is always available, whose
guidance shows us the way, whose spir-
it provides us supernatural power,
whose presence is our courage, whose
joy invades our gloom, whose peace
calms our pressured hearts, whose light
illuminates our path, whose goodness
provides the wondrous gifts of loved
ones, family, and friends, whose will
has brought us to the awesome tasks of
this Senate today, and whose calling
lifts us above party politics to put You
and the good of our Nation first, we
dedicate all that we have and are to
serve You today with unreserved faith-
fulness and unfailing loyalty.

To God be the glory. Amen.

RECOGNITION OF THE MAJORITY
LEADER
The PRESIDENT pro tempore. The
able majority leader, Senator DOLE, is
recognized.

SCHEDULE

Mr. DOLE. Mr. President, we will im-
mediately begin consideration of Cal-
endar No. 205, S. 1028, the Health Insur-
ance Reform Act of 1996. Amendments
are expected to be offered. Rollcall
votes can be anticipated throughout
the day and into the late evening. We
want to finish this bill today. We had
hoped to start it last evening.

It is also possible that the Senate
could resume immigration legislation
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if agreement can be reached with re-
spect to relevant amendments. That is
probably unlikely.

Then, on next Monday, or tomorrow,
we hope to start the debate on term
limits. We will be announcing more on
that later. But we do hope to complete
action on the Health Insurance Reform
Act of 1996 today or tomorrow. So we
will be making an announcement about
votes on tomorrow later today.

Mrs. KASSEBAUM. Mr. President, |
suggest the absence of a quorum.

The PRESIDING OFFICER (Mr.
THOMAS). The clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mrs. KASSEBAUM. Mr. President, |
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

RESERVATION OF LEADER TIME

The PRESIDING OFFICER. Under
the previous order, the leadership time
is reserved.

HEALTH INSURANCE REFORM ACT

The PRESIDING OFFICER. Under
the previous order, the Senate will now
proceed to consider S. 1028, which the
clerk will report.

The assistant legislative clerk read
as follows:

A bill (S. 1028) to provide increased access
to health care benefits, to provide increased
portability of health care benefits, to pro-
vide increased security of health care bene-
fits, to increase the purchasing power of in-
dividuals and small employers, and for other
purposes.

The Senate proceeded to consider the
bill, which had been reported from the
Committee on Labor and Human Re-
sources with an amendment to strike
all after the enacting clause and insert-
ing in lieu thereof the following:

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
(@) SHORT TITLE.—This Act may be cited as
the ““Health Insurance Reform Act of 1995,
(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:
Sec. 1. Short title; table of contents.
Sec. 2. Definitions.

TITLE I—HEALTH CARE ACCESS,
PORTABILITY, AND RENEWABILITY
Subtitle A—Group Market Rules
Sec. 101. Guaranteed availability of health cov-

erage.

Sec. 102. Guaranteed renewability of health
coverage.

Sec. 103. Portability of health coverage and lim-
itation on preexisting condition
exclusions.

Sec. 104. Special enrollment periods.

Sec. 105. Disclosure of information.

Subtitle B—Individual Market Rules

Sec. 110. Individual health plan portability.

Sec. 111. Guaranteed renewability of individual
health coverage.

Sec. 112. State flexibility in individual market
reforms.

Sec. 113. Definition.

Subtitle C—COBRA Clarifications
Sec. 121. COBRA clarifications.
Subtitle D—Private Health Plan Purchasing
Cooperatives
Sec. 131. Private health plan purchasing co-
operatives.
TITLE II—APPLICATION AND
ENFORCEMENT OF STANDARDS
Sec. 201. Applicability.
Sec. 202. Enforcement of standards.
TITLE I1I—MISCELLANEOUS PROVISIONS
Sec. 301. HMOs allowed to offer plans with
deductibles to individuals with
medical savings accounts.

Sec. 302. Health coverage availability study.

Sec. 303. Sense of the Committee concerning
Medicare.

Sec. 304. Effective date.

Sec. 305. Severability.

SEC. 2. DEFINITIONS.

As used in this Act:

(1) BENEFICIARY.—The term “*beneficiary’ has
the meaning given such term under section 3(8)
of the Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1002(8)).

(2) EMPLOYEE.—The term “‘employee’ has the
meaning given such term under section 3(6) of
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the Employee Retirement Income Security Act of
1974 (29 U.S.C. 1002(6)).

(3) EMPLOYER.—The term ‘“‘employer’” has the
meaning given such term under section 3(5) of
the Employee Retirement Income Security Act of
1974 (29 U.S.C. 1002(5)), except that such term
shall include only employers of two or more em-
ployees.

(4) EMPLOYEE HEALTH BENEFIT PLAN.—

(A) IN GENERAL.—The term ‘“‘employee health
benefit plan’ means any employee welfare bene-
fit plan, governmental plan, or church plan (as
defined under paragraphs (1), (32), and (33) of
section 3 of the Employee Retirement Income Se-
curity Act of 1974 (29 U.S.C. 1002 (1), (32), and
(33))) that provides or pays for health benefits
(such as provider and hospital benefits) for par-
ticipants and beneficiaries whether—

(i) directly;

(ii) through a group health plan offered by a
health plan issuer as defined in paragraph (8);
or

(iii) otherwise.

(B) RULE OF CONSTRUCTION.—AN employee
health benefit plan shall not be construed to be
a group health plan, an individual health plan,
or a health plan issuer.

(C) ARRANGEMENTS NOT INCLUDED.—Such term
does not include the following, or any combina-
tion thereof:

(i) Coverage only for accident, or disability in-
come insurance, or any combination thereof.

(ii) Medicare supplemental health insurance
(as defined under section 1882(g)(1) of the Social
Security Act).

(iii) Coverage issued as a supplement to liabil-
ity insurance.

(iv) Liability insurance, including general li-
ability insurance and automobile liability insur-
ance.

(v) Workers compensation or similar insur-
ance.

(vi) Automobile medical payment insurance.

(vii) Coverage for a specified disease or illness.

(viii) Hospital or fixed indemnity insurance.

(ix) Short-term limited duration insurance.

(x) Credit-only, dental-only, or vision-only in-
surance.

(xi) A health insurance policy providing bene-
fits only for long-term care, nursing home care,
home health care, community-based care, or any
combination thereof.

(5) FAMILY.—

(A) IN GENERAL.—The term ‘‘family’’ means
an individual, the individual’s spouse, and the
child of the individual (if any).

(B) CHILD.—For purposes of subparagraph
(A), the term “‘child”” means any individual who
is a child within the meaning of section 151(c)(3)
of the Internal Revenue Code of 1986.

(6) GROUP HEALTH PLAN.—

(A) IN GENERAL.—The term ‘‘group health
plan’ means any contract, policy, certificate or
other arrangement offered by a health plan is-
suer to a group purchaser that provides or pays
for health benefits (such as provider and hos-
pital benefits) in connection with an employee
health benefit plan.

(B) ARRANGEMENTS NOT INCLUDED.—Such
term does not include the following, or any com-
bination thereof:

(i) Coverage only for accident, or disability in-
come insurance, or any combination thereof.

(ii) Medicare supplemental health insurance
(as defined under section 1882(g)(1) of the Social
Security Act).

(iii) Coverage issued as a supplement to liabil-
ity insurance.

(iv) Liability insurance, including general li-
ability insurance and automobile liability insur-
ance.

(v) Workers compensation or similar insur-
ance.

(vi) Automobile medical payment insurance.

(vii) Coverage for a specified disease or illness.

(viii) Hospital or fixed indemnity insurance.

(ix) Short-term limited duration insurance.

(x) Credit-only, dental-only, or vision-only in-
surance.
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(xi) A health insurance policy providing bene-
fits only for long-term care, nursing home care,
home health care, community-based care, or any
combination thereof.

(7) GROUP PURCHASER.—The term ‘‘group pur-
chaser’” means any person (as defined under
paragraph (9) of section 3 of the Employee Re-
tirement Income Security Act of 1974 (29 U.S.C.
1002(9)) or entity that purchases or pays for
health benefits (such as provider or hospital
benefits) on behalf of two or more participants
or beneficiaries in connection with an employee
health benefit plan. A health plan purchasing
cooperative established under section 131 shall
not be considered to be a group purchaser.

(8) HEALTH PLAN ISSUER.—The term ‘‘health
plan issuer’” means any entity that is licensed
(prior to or after the date of enactment of this
Act) by a State to offer a group health plan or
an individual health plan.

(9) PARTICIPANT.—The term *‘participant” has
the meaning given such term under section 3(7)
of the Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1002(7)).

(10) PLAN SPONSOR.—The term ‘‘plan sponsor’’
has the meaning given such term under section
3(16)(B) of the Employee Retirement Income Se-
curity Act of 1974 (29 U.S.C. 1002(16)(B)).

(11) SECRETARY.—The term ‘‘Secretary’’, un-
less specifically provided otherwise, means the
Secretary of Labor.

(12) STATE.—The term ‘‘State’” means each of
the several States, the District of Columbia,
Puerto Rico, the United States Virgin Islands,
Guam, American Samoa, and the Common-
wealth of the Northern Mariana Islands.

TITLE I—HEALTH CARE ACCESS,
PORTABILITY, AND RENEWABILITY

Subtitle A—Group Market Rules

101. GUARANTEED AVAILABILITY

HEALTH COVERAGE.

(a) IN GENERAL.—

(1) NONDISCRIMINATION.—Except as provided
in subsection (b), section 102 and section 103—

(A) a health plan issuer offering a group
health plan may not decline to offer whole
group coverage to a group purchaser desiring to
purchase such coverage; and

(B) an employee health benefit plan or a
health plan issuer offering a group health plan
may establish eligibility, continuation of eligi-
bility, enrollment, or premium contribution re-
quirements under the terms of such plan, except
that such requirements shall not be based on
health status, medical condition, claims experi-
ence, receipt of health care, medical history, evi-
dence of insurability, or disability.

(2) HEALTH PROMOTION AND DISEASE PREVEN-
TION.—Nothing in this subsection shall prevent
an employee health benefit plan or a health
plan issuer from establishing premium discounts
or modifying otherwise applicable copayments
or deductibles in return for adherence to pro-
grams of health promotion and disease preven-
tion.

(b) APPLICATION OF CAPACITY LIMITS.—

(1) IN GENERAL.—Subject to paragraph (2), a
health plan issuer offering a group health plan
may cease offering coverage to group purchasers
under the plan if—

(A) the health plan issuer ceases to offer cov-
erage to any additional group purchasers; and

(B) the health plan issuer can demonstrate to
the applicable certifying authority (as defined
in section 202(d)), if required, that its financial
or provider capacity to serve previously covered
participants and beneficiaries (and additional
participants and beneficiaries who will be ex-
pected to enroll because of their affiliation with
a group purchaser or such previously covered
participants or beneficiaries) will be impaired if
the health plan issuer is required to offer cov-
erage to additional group purchasers.

Such health plan issuer shall be prohibited from
offering coverage after a cessation in offering
coverage under this paragraph for a 6-month
period or until the health plan issuer can dem-
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onstrate to the applicable certifying authority
(as defined in section 202(d)) that the health
plan issuer has adequate capacity, whichever is
later.

(2) FIRST-COME-FIRST-SERVED.—A health plan
issuer offering a group health plan is only eligi-
ble to exercise the limitations provided for in
paragraph (1) if the health plan issuer offers
coverage to group purchasers under such plan
on a first-come-first-served basis or other basis
established by a State to ensure a fair oppor-
tunity to enroll in the plan and avoid risk selec-
tion.

(c) CONSTRUCTION.—

(1) MARKETING OF GROUP HEALTH PLANS.—
Nothing in this section shall be construed to
prevent a State from requiring health plan issu-
ers offering group health plans to actively mar-
ket such plans.

(2) INVOLUNTARY OFFERING OF GROUP HEALTH
PLANS.—Nothing in this section shall be con-
strued to require a health plan issuer to invol-
untarily offer group health plans in a particular
market. For the purposes of this paragraph, the
term ‘“‘market’”” means either the large employer
market or the small employer market (as defined
under applicable State law, or if not so defined,
an employer with not more than 50 employees).
SEC. 102. GUARANTEED RENEWABILITY OF

HEALTH COVERAGE.

(a) IN GENERAL.—

(1) GROUP PURCHASER.—Subject to subsections
(b) and (c), a group health plan shall be re-
newed or continued in force by a health plan is-
suer at the option of the group purchaser, ex-
cept that the requirement of this subparagraph
shall not apply in the case of—

(A) the nonpayment of premiums or contribu-
tions by the group purchaser in accordance with
the terms of the group health plan or where the
health plan issuer has not received timely pre-
mium payments;

(B) fraud or misrepresentation of material fact
on the part of the group purchaser;

(C) the termination of the group health plan
in accordance with subsection (b); or

(D) the failure of the group purchaser to meet
contribution or participation requirements in ac-
cordance with paragraph (3).

(2) PARTICIPANT.—Subject to subsections (b)
and (c), coverage under an employee health
benefit plan or group health plan shall be re-
newed or continued in force, if the group pur-
chaser elects to continue to provide coverage
under such plan, at the option of the partici-
pant (or beneficiary where such right exists
under the terms of the plan or under applicable
law), except that the requirement of this para-
graph shall not apply in the case of—

(A) the nonpayment of premiums or contribu-
tions by the participant or beneficiary in ac-
cordance with the terms of the employee health
benefit plan or group health plan or where such
plan has not received timely premium payments;

(B) fraud or misrepresentation of material fact
on the part of the participant or beneficiary re-
lating to an application for coverage or claim
for benefits;

(C) the termination of the employee health
benefit plan or group health plan;

(D) loss of eligibility for continuation coverage
as described in part 6 of subtitle B of title | of
the Employee Retirement Income Security Act of
1974 (29 U.S.C. 1161 et seq.); or

(E) failure of a participant or beneficiary to
meet requirements for eligibility for coverage
under an employee health benefit plan or group
health plan that are not prohibited by this Act.

(3) RULES OF CONSTRUCTION.—Nothing in this
subsection, nor in section 101(a), shall be con-
strued to—

(A) preclude a health plan issuer from estab-
lishing employer contribution rules or group
participation rules for group health plans as al-
lowed under applicable State law;

(B) preclude a plan defined in section 3(37) of
the Employee Retirement Income Security Act of
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1974 (29 U.S.C. 1102(37)) from establishing em-
ployer contribution rules or group participation
rules; or

(C) permit individuals to decline coverage
under an employee health benefit plan if such
right is not otherwise available under such

lan.

P (b) TERMINATION OF GROUP HEALTH PLANS.—

(1) PARTICULAR TYPE OF GROUP HEALTH PLAN
NOT OFFERED.—In any case in which a health
plan issuer decides to discontinue offering a
particular type of group health plan, a group
health plan of such type may be discontinued
by the health plan issuer only if—

(A) the health plan issuer provides notice to
each group purchaser covered under a group
health plan of this type (and participants and
beneficiaries covered under such group health
plan) of such discontinuation at least 90 days
prior to the date of the discontinuation of such

lan;

P (B) the health plan issuer offers to each group
purchaser covered under a group health plan of
this type, the option to purchase any other
group health plan currently being offered by the
health plan issuer; and

(C) in exercising the option to discontinue a
group health plan of this type and in offering
one or more replacement plans, the health plan
issuer acts uniformly without regard to the
health status or insurability of participants or
beneficiaries covered under the group health
plan, or new participants or beneficiaries who
may become eligible for coverage under the
group health plan.

(2) DISCONTINUANCE OF ALL GROUP HEALTH
PLANS.—

(A) IN GENERAL.—INn any case in which a
health plan issuer elects to discontinue offering
all group health plans in a State, a group
health plan may be discontinued by the health
plan issuer only if—

(i) the health plan issuer provides notice to
the applicable certifying authority (as defined
in section 202(d)) and to each group purchaser
(and participants and beneficiaries covered
under such group health plan) of such dis-
continuation at least 180 days prior to the date
of the expiration of such plan; and

(ii) all group health plans issued or delivered
for issuance in the State are discontinued and
coverage under such plans is not renewed.

(B) APPLICATION OF PROVISIONS.—The provi-
sions of this paragraph and paragraph (3) may
be applied separately by a health plan issuer—

(i) to all group health plans offered to small
employers (as defined under applicable State
law, or if not so defined, an employer with not
more than 50 employees); or

(ii) to all other group health plans offered by
the health plan issuer in the State.

(3) PROHIBITION ON MARKET REENTRY.—In the
case of a discontinuation under paragraph (2),
the health plan issuer may not provide for the
issuance of any group health plan in the market
sector (as described in paragraph (2)(B)) in
which issuance of such group health plan was
discontinued in the State involved during the 5-
year period beginning on the date of the dis-
continuation of the last group health plan not
so renewed.

(c) TREATMENT OF NETWORK PLANS.—

(1) GEOGRAPHIC LIMITATIONS.—A network
plan (as defined in paragraph (2)) may deny
continued participation under such plan to par-
ticipants or beneficiaries who neither live, re-
side, nor work in an area in which such net-
work plan is offered, but only if such denial is
applied uniformly, without regard to health sta-
tus or the insurability of particular participants
or beneficiaries.

(2) NETWORK PLAN.—As used in paragraph
(1), the term ‘“‘network plan” means an em-
ployee health benefit plan or a group health
plan that arranges for the financing and deliv-
ery of health care services to participants or
beneficiaries covered under such plan, in whole
or in part, through arrangements with provid-
ers.
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(d) COBRA CoVERAGE.—Nothing in sub-
section (a)(2)(E) or subsection (c) shall be con-
strued to affect any right to COBRA continu-
ation coverage as described in part 6 of subtitle
B of title | of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1161 et seq.).

SEC. 103. PORTABILITY OF HEALTH COVERAGE
AND LIMITATION ON PREEXISTING
CONDITION EXCLUSIONS.

(a) IN GENERAL.—AN employee health benefit
plan or a health plan issuer offering a group
health plan may impose a limitation or exclu-
sion of benefits relating to treatment of a pre-
existing condition based on the fact that the
condition existed prior to the coverage of the
participant or beneficiary under the plan only
if—

(1) the limitation or exclusion extends for a
period of not more than 12 months after the date
of enrollment in the plan;

(2) the limitation or exclusion does not apply
to an individual who, within 30 days of the date
of birth or placement for adoption (as deter-
mined under section 609(c)(3)(B) of the Em-
ployee Retirement Income Security Act of 1974
(29 U.S.C. 1169(c)(3)(B)), was covered under the
plan; and

(3) the limitation or exclusion does not apply
to a pregnancy.

(b) CREDITING OF PREVIOUS QUALIFYING COV-
ERAGE.—

(1) IN GENERAL.—Subject to paragraph (4), an
employee health benefit plan or a health plan
issuer offering a group health plan shall provide
that if a participant or beneficiary is in a period
of previous qualifying coverage as of the date of
enrollment under such plan, any period of ex-
clusion or limitation of coverage with respect to
a preexisting condition shall be reduced by 1
month for each month in which the participant
or beneficiary was in the period of previous
qualifying coverage. With respect to an individ-
ual described in subsection (a)(2) who maintains
continuous coverage, no limitation or exclusion
of benefits relating to treatment of a preexisting
condition may be applied to a child within the
child’s first 12 months of life or within 12
months after the placement of a child for adop-
tion.

(2) DISCHARGE OF DUTY.—AnN employee health
benefit plan shall provide documentation of cov-
erage to participants and beneficiaries whose
coverage is terminated under the plan. Pursuant
to regulations promulgated by the Secretary, the
duty of an employee health benefit plan to ver-
ify previous qualifying coverage with respect to
a participant or beneficiary is effectively dis-
charged when such employee health benefit
plan provides documentation to a participant or
beneficiary that includes the following informa-
tion:

(A) the dates that the participant or bene-
ficiary was covered under the plan; and

(B) the benefits and cost-sharing arrangement
available to the participant or beneficiary under
such plan.

An employee health benefit plan shall retain the
documentation provided to a participant or ben-
eficiary under subparagraphs (A) and (B) for at
least the 12-month period following the date on
which the participant or beneficiary ceases to be
covered under the plan. Upon request, an em-
ployee health benefit plan shall provide a sec-
ond copy of such documentation to such partici-
pant or beneficiary within the 12-month period
following the date of such ineligibility.

(3) DEFINITIONS.—As used in this section:

(A) PREVIOUS QUALIFYING COVERAGE.—The
term “‘previous qualifying coverage’” means the
period beginning on the date—

(i) a participant or beneficiary is enrolled
under an employee health benefit plan or a
group health plan, and ending on the date the
participant or beneficiary is not so enrolled; or

(ii) an individual is enrolled under an individ-
ual health plan (as defined in section 113) or
under a public or private health plan estab-
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lished under Federal or State law, and ending
on the date the individual is not so enrolled;

for a continuous period of more than 30 days
(without regard to any waiting period).

(B) LIMITATION OR EXCLUSION OF BENEFITS
RELATING TO TREATMENT OF A PREEXISTING CON-
DITION.—The term “‘limitation or exclusion of
benefits relating to treatment of a preexisting
condition” means a limitation or exclusion of
benefits imposed on an individual based on a
preexisting condition of such individual.

(4) EFFECT OF PREVIOUS COVERAGE.—AN em-
ployee health benefit plan or a health plan is-
suer offering a group health plan may impose a
limitation or exclusion of benefits relating to the
treatment of a preexisting condition, subject to
the limits in subsection (a)(1), only to the extent
that such service or benefit was not previously
covered under the group health plan, employee
health benefit plan, or individual health plan in
which the participant or beneficiary was en-
rolled immediately prior to enrollment in the
plan involved.

(c) LATE ENROLLEES.—Except as provided in
section 104, with respect to a participant or ben-
eficiary enrolling in an employee health benefit
plan or a group health plan during a time that
is other than the first opportunity to enroll dur-
ing an enrollment period of at least 30 days,
coverage with respect to benefits or services re-
lating to the treatment of a preexisting condi-
tion in accordance with subsections (a) and (b)
may be excluded, except the period of such ex-
clusion may not exceed 18 months beginning on
the date of coverage under the plan.

(d) AFFILIATION PERIODS.—With respect to a
participant or beneficiary who would otherwise
be eligible to receive benefits under an employee
health benefit plan or a group health plan but
for the operation of a preexisting condition limi-
tation or exclusion, if such plan does not utilize
a limitation or exclusion of benefits relating to
the treatment of a preexisting condition, such
plan may impose an affiliation period on such
participant or beneficiary not to exceed 60 days
(or in the case of a late participant or bene-
ficiary described in subsection (c), 90 days) from
the date on which the participant or beneficiary
would otherwise be eligible to receive benefits
under the plan. An employee health benefit plan
or a health plan issuer offering a group health
plan may also use alternative methods to ad-
dress adverse selection as approved by the appli-
cable certifying authority (as defined in section
202(d)). During such an affiliation period, the
plan may not be required to provide health care
services or benefits and no premium shall be
charged to the participant or beneficiary.

(e) PREEXISTING CONDITION.—For purposes of
this section, the term ‘‘preexisting condition”
means a condition, regardless of the cause of the
condition, for which medical advice, diagnosis,
care, or treatment was recommended or received
within the 6-month period ending on the day be-
fore the effective date of the coverage (without
regard to any waiting period).

(f) STATE FLEXIBILITY.—Nothing in this sec-
tion shall be construed to preempt State laws
that—

(1) require health plan issuers to impose a lim-
itation or exclusion of benefits relating to the
treatment of a preexisting condition for periods
that are shorter than those provided for under
this section; or

(2) allow individuals, participants, and bene-
ficiaries to be considered to be in a period of
previous qualifying coverage if such individual,
participant, or beneficiary experiences a lapse
in coverage that is greater than the 30-day pe-
riod provided for under subsection (b)(3);

unless such laws are preempted by section 514 of
the Employee Retirement Income Security Act of
1974 (29 U.S.C. 1144).
SEC. 104. SPECIAL ENROLLMENT PERIODS.

In the case of a participant, beneficiary or
family member who—
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(1) through marriage, separation, divorce,
death, birth or placement of a child for adop-
tion, experiences a change in family composition
affecting eligibility under a group health plan,
individual health plan, or employee health ben-
efit plan;

(2) experiences a change in employment sta-
tus, as described in section 603(2) of the Em-
ployee Retirement Income Security Act of 1974
(29 U.S.C. 1163(2)), that causes the loss of eligi-
bility for coverage, other than COBRA continu-
ation coverage under a group health plan, indi-
vidual health plan, or employee health benefit
plan; or

(3) experiences a loss of eligibility under a
group health plan, individual health plan, or
employee health benefit plan because of a
change in the employment status of a family
member;
each employee health benefit plan and each
group health plan shall provide for a special en-
rollment period extending for a reasonable time
after such event that would permit the partici-
pant to change the individual or family basis of
coverage or to enroll in the plan if coverage
would have been available to such individual,
participant, or beneficiary but for failure to en-
roll during a previous enrollment period. Such a
special enrollment period shall ensure that a
child born or placed for adoption shall be
deemed to be covered under the plan as of the
date of such birth or placement for adoption if
such child is enrolled within 30 days of the date
of such birth or placement for adoption.

SEC. 105. DISCLOSURE OF INFORMATION.

(a) DISCLOSURE OF INFORMATION BY HEALTH
PLAN ISSUERS.—

(1) IN GENERAL.—IN connection with the offer-
ing of any group health plan to a small em-
ployer (as defined under applicable State law,
or if not so defined, an employer with not more
than 50 employees), a health plan issuer shall
make a reasonable disclosure to such employer,
as part of its solicitation and sales materials,
of—

(A) the provisions of such group health plan
concerning the health plan issuer’s right to
change premium rates and the factors that may
affect changes in premium rates;

(B) the provisions of such group health plan
relating to renewability of coverage;

(C) the provisions of such group health plan
relating to any preexisting condition provision;
and

(D) descriptive information about the benefits
and premiums available under all group health
plans for which the employer is qualified.

Information shall be provided to small employers
under this paragraph in a manner determined to
be understandable by the average small em-
ployer, and shall be sufficiently accurate and
comprehensive to reasonably inform small em-
ployers, participants and beneficiaries of their
rights and obligations under the group health
plan.

(2) EXCEPTION.—With respect to the require-
ment of paragraph (1), any information that is
proprietary and trade secret information under
applicable law shall not be subject to the disclo-
sure requirements of such paragraph.

(3) CONSTRUCTION.—Nothing in this sub-
section shall be construed to preempt State re-
porting and disclosure requirements to the ex-
tent that such requirements are not preempted
under section 514 of the Employee Retirement
Income Security Act of 1974 (29 U.S.C. 1144).

(b) DISCLOSURE OF INFORMATION TO PARTICI-
PANTS AND BENEFICIARIES.—

(1) IN GENERAL.—Section 104(b)(1) of the Em-
ployee Retirement Income Security Act of 1974
(29 U.S.C. 1024(b)(1)) is amended in the matter
following subparagraph (B)—

(A) by striking *102(a)(1),”” and inserting
““102(a)(1) that is not a material reduction in
covered services or benefits provided,”’; and

(B) by adding at the end thereof the following
new sentences: ‘““‘If there is a modification or

CONGRESSIONAL RECORD —SENATE

change described in section 102(a)(1) that is a
material reduction in covered services or benefits
provided, a summary description of such modi-
fication or change shall be furnished to partici-
pants not later than 60 days after the date of
the adoption of the modification or change. In
the alternative, the plan sponsors may provide
such description at regular intervals of not more
than 90 days. The Secretary shall issue regula-
tions within 180 days after the date of enact-
ment of the Health Insurance Reform Act of
1995, providing alternative mechanisms to deliv-
ery by mail through which employee health ben-
efit plans may notify participants of material re-
ductions in covered services or benefits.””.

(2) PLAN DESCRIPTION AND SUMMARY.—Section
102(b) of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1022(b)) is amended—

(A) by inserting ““including the office or title
of the individual who is responsible for approv-
ing or denying claims for coverage of benefits”’
after ‘“‘type of administration of the plan’’;

(B) by inserting “‘including the name of the
organization responsible for financing claims™
after ‘‘source of financing of the plan’’; and

(C) by inserting ““including the office, contact,
or title of the individual at the Department of
Labor through which participants may seek as-
sistance or information regarding their rights
under this Act and the Health Insurance Reform
Act of 1995 with respect to health benefits that
are not offered through a group health plan.”
after ‘“‘benefits under the plan’’.

Subtitle B—Individual Market Rules
110. INDIVIDUAL HEALTH PLAN PORT-
ABILITY.

(a) LIMITATION ON REQUIREMENTS.—

(1) IN GENERAL.—With respect to an individ-
ual desiring to enroll in an individual health
plan, if such individual is in a period of pre-
vious qualifying coverage (as defined in section
103(b)(3)(A)(i)) under one or more group health
plans or employee health benefit plans that
commenced 18 or more months prior to the date
on which such individual desires to enroll in the
individual plan, a health plan issuer described
in paragraph (3) may not decline to offer cov-
erage to such individual, or deny enrollment to
such individual based on the health status,
medical condition, claims experience, receipt of
health care, medical history, evidence of insur-
ability, or disability of the individual, except as
described in subsections (b) and (c).

(2) HEALTH PROMOTION AND DISEASE PREVEN-
TION.—Nothing in this subsection shall be con-
strued to prevent a health plan issuer offering
an individual health plan from establishing pre-
mium discounts or modifying otherwise applica-
ble copayments or deductibles in return for ad-
herence to programs of health promotion or dis-
ease prevention.

(3) HEALTH PLAN ISSUER.—A health plan is-
suer described in this paragraph is a health
plan issuer that issues or renews individual
health plans.

(4) PRemMIuMs.—Nothing in this subsection
shall be construed to affect the determination of
a health plan issuer as to the amount of the pre-
mium payable under an individual health plan
under applicable State law.

(b) ELIGIBILITY FOR OTHER GROUP CoOV-
ERAGE.—The provisions of subsection (a) shall
not apply to an individual who is eligible for
coverage under a group health plan or an em-
ployee health benefit plan, or who has had cov-
erage terminated under a group health plan or
employee health benefit plan for failure to make
required premium payments or contributions, or
for fraud or misrepresentation of material fact,
or who is otherwise eligible for continuation
coverage as described in part 6 of subtitle B of
title 1 of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1161 et seq.) or under
an equivalent State program.

(c) APPLICATION OF CAPACITY LIMITS.—

(1) IN GENERAL.—Subject to paragraph (2), a
health plan issuer offering coverage to individ-
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uals under an individual health plan may cease
enrolling individuals under the plan if—

(A) the health plan issuer ceases to enroll any
new individuals; and

(B) the health plan issuer can demonstrate to
the applicable certifying authority (as defined
in section 202(d)), if required, that its financial
or provider capacity to serve previously covered
individuals will be impaired if the health plan
issuer is required to enroll additional individ-
uals.

Such a health plan issuer shall be prohibited
from offering coverage after a cessation in offer-
ing coverage under this paragraph for a 6-
month period or until the health plan issuer can
demonstrate to the applicable certifying author-
ity (as defined in section 202(d)) that the health
plan issuer has adequate capacity, whichever is
later.

(2) FIRST-COME-FIRST-SERVED.—A health plan
issuer offering coverage to individuals under an
individual health plan is only eligible to exercise
the limitations provided for in paragraph (1) if
the health plan issuer provides for enrollment of
individuals under such plan on a first-come-
first-served basis or other basis established by a
State to ensure a fair opportunity to enroll in
the plan and avoid risk selection.

(d) MARKET REQUIREMENTS.—

(1) IN GENERAL.—The provisions of subsection
(a) shall not be construed to require that a
health plan issuer offering group health plans
to group purchasers offer individual health
plans to individuals.

(2) CONVERSION POLICIES.—A health plan is-
suer offering group health plans to group pur-
chasers under this Act shall not be deemed to be
a health plan issuer offering an individual
health plan solely because such health plan is-
suer offers a conversion policy.

(3) MARKETING OF PLANS.—Nothing in this
section shall be construed to prevent a State
from requiring health plan issuers offering cov-
erage to individuals under an individual health
plan to actively market such plan.

SEC. 111. GUARANTEED RENEWABILITY OF INDI-
VIDUAL HEALTH COVERAGE.

(a) IN GENERAL.—Subject to subsections (b)
and (c), coverage for individuals under an indi-
vidual health plan shall be renewed or contin-
ued in force by a health plan issuer at the op-
tion of the individual, except that the require-
ment of this subsection shall not apply in the
case of—

(1) the nonpayment of premiums or contribu-
tions by the individual in accordance with the
terms of the individual health plan or where the
health plan issuer has not received timely pre-
mium payments;

(2) fraud or misrepresentation of material fact
on the part of the individual; or

(3) the termination of the individual health
plan in accordance with subsection (b).

(b) TERMINATION OF INDIVIDUAL HEALTH
PLANS.—

(1) PARTICULAR TYPE OF INDIVIDUAL HEALTH
PLAN NOT OFFERED.—In any case in which a
health plan issuer decides to discontinue offer-
ing a particular type of individual health plan
to individuals, an individual health plan may be
discontinued by the health plan issuer only if—

(A) the health plan issuer provides notice to
each individual covered under the plan of such
discontinuation at least 90 days prior to the
date of the expiration of the plan;

(B) the health plan issuer offers to each indi-
vidual covered under the plan the option to pur-
chase any other individual health plan cur-
rently being offered by the health plan issuer to
individuals; and

(C) in exercising the option to discontinue the
individual health plan and in offering one or
more replacement plans, the health plan issuer
acts uniformly without regard to the health sta-
tus or insurability of particular individuals.

(2) DISCONTINUANCE OF ALL INDIVIDUAL
HEALTH PLANS.—In any case in which a health
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plan issuer elects to discontinue all individual
health plans in a State, an individual health
plan may be discontinued by the health plan is-
suer only if—

(A) the health plan issuer provides notice to
the applicable certifying authority (as defined
in section 202(d)) and to each individual covered
under the plan of such discontinuation at least
180 days prior to the date of the discontinuation
of the plan; and

(B) all individual health plans issued or deliv-
ered for issuance in the State are discontinued
and coverage under such plans is not renewed.

(3) PROHIBITION ON MARKET REENTRY.—In the
case of a discontinuation under paragraph (2),
the health plan issuer may not provide for the
issuance of any individual health plan in the
State involved during the 5-year period begin-
ning on the date of the discontinuation of the
last plan not so renewed.

(c) TREATMENT OF NETWORK PLANS.—

(1) GEOGRAPHIC LIMITATIONS.—A health plan
issuer which offers a network plan (as defined
in paragraph (2)) may deny continued partici-
pation under the plan to individuals who nei-
ther live, reside, nor work in an area in which
the individual health plan is offered, but only if
such denial is applied uniformly, without regard
to health status or the insurability of particular
individuals.

(2) NETWORK PLAN.—As used in paragraph
(1), the term “‘network plan’ means an individ-
ual health plan that arranges for the financing
and delivery of health care services to individ-
uals covered under such health plan, in whole
or in part, through arrangements with provid-
ers.

SEC. 112. STATE FLEXIBILITY IN
MARKET REFORMS.

(@) IN GENERAL.—With respect to any State
law with respect to which the Governor of the
State notifies the Secretary of Health and
Human Services that such State law will achieve
the goals of sections 110 and 111, and that is in
effect on, or enacted after, the date of enact-
ment of this Act (such as laws providing for
guaranteed issue, open enrollment by one or
more health plan issuers, high-risk pools, or
mandatory conversion policies), such State law
shall apply in lieu of the standards described in
sections 110 and 111 unless the Secretary of
Health and Human Services determines, after
considering the criteria described in subsection
(b)(1), in consultation with the Governor and
Insurance Commissioner or chief insurance reg-
ulatory official of the State, that such State law
does not achieve the goals of providing access to
affordable health care coverage for those indi-
viduals described in sections 110 and 111.

(b) DETERMINATION.—

(1) IN GENERAL.—INn making a determination
under subsection (a), the Secretary of Health
and Human Services shall only—

(A) evaluate whether the State law or pro-
gram provides guaranteed access to affordable
coverage to individuals described in sections 110
and 111;

(B) evaluate whether the State law or pro-
gram provides coverage for preexisting condi-
tions (as defined in section 103(e)) that were
covered under the individuals’ previous group
health plan or employee health benefit plan for
individuals described in sections 110 and 111;

(C) evaluate whether the State law or program
provides individuals described in sections 110
and 111 with a choice of health plans or a
health plan providing comprehensive coverage;
and

(D) evaluate whether the application of the
standards described in sections 110 and 111 will
have an adverse impact on the number of indi-
viduals in such State having access to afford-
able coverage.

(2) NoTICE OF INTENT.—If, within 6 months
after the date of enactment of this Act, the Gov-
ernor of a State notifies the Secretary of Health
and Human Services that the State intends to
enact a law, or modify an existing law, de-
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scribed in subsection (a), the Secretary of
Health and Human Services may not make a de-
termination under such subsection until the ex-
piration of the 12-month period beginning on
the date on which such notification is made, or
until January 1, 1997, whichever is later. With
respect to a State that provides notice under this
paragraph and that has a legislature that does
not meet within the 12-month period beginning
on the date of enactment of this Act, the Sec-
retary shall not make a determination under
subsection (a) prior to January 1, 1998.

(3) NoTICE TO STATE.—If the Secretary of
Health and Human Services determines that a
State law or program does not achieve the goals
described in subsection (a), the Secretary of
Health and Human Services shall provide the
State with adequate notice and reasonable op-
portunity to modify such law or program to
achieve such goals prior to making a final deter-
mination under subsection (a).

(c) ADOPTION OF NAIC MODEL.—If, not later
than 9 months after the date of enactment of
this Act—

(1) the National Association of Insurance
Commissioners (hereafter referred to as the
“NAIC”), through a process which the Sec-
retary of Health and Human Services determines
has included consultation with representatives
of the insurance industry and consumer groups,
adopts a model standard or standards for reform
of the individual health insurance market; and

(2) the Secretary of Health and Human Serv-

ices determines, within 30 days of the adoption
of such NAIC standard or standards, that such
standards comply with the goals of sections 110
and 111,
a State that elects to adopt such model stand-
ards or substantially adopt such model stand-
ards shall be deemed to have met the require-
ments of sections 110 and 111 and shall not be
subject to a determination under subsection (a).
SEC. 113. DEFINITION.

(a) IN GENERAL.—As used in this title, the
term “‘individual health plan’ means any con-
tract, policy, certificate or other arrangement
offered to individuals by a health plan issuer
that provides or pays for health benefits (such
as provider and hospital benefits) and that is
not a group health plan under section 2(6).

(b) ARRANGEMENTS NOT INCLUDED.—Such
term does not include the following, or any com-
bination thereof:

(1) Coverage only for accident, or disability
income insurance, or any combination thereof.

(2) Medicare supplemental health insurance
(as defined under section 1882(g)(1) of the Social
Security Act).

(3) Coverage issued as a supplement to liabil-
ity insurance.

(4) Liability insurance, including general li-
ability insurance and automobile liability insur-
ance.

(5) Workers’ compensation or similar insur-
ance.

(6) Automobile medical payment insurance.

(7) Coverage for a specified disease or illness.

(8) Hospital or fixed indemnity insurance.

(9) Short-term limited duration insurance.

(10) Credit-only, dental-only, or vision-only
insurance.

(11) A health insurance policy providing bene-
fits only for long-term care, nursing home care,
home health care, community-based care, or any
combination thereof.

Subtitle C—COBRA Clarifications
SEC. 121. COBRA CLARIFICATIONS.

(a) PuBLIC HEALTH SERVICE ACT.—

(1) PERIOD OF COVERAGE.—Section 2202(2) of
the Public Health Service Act (42 U.S.C. 300bb-
2(2)) is amended—

(A) in subparagraph (A)—

(i) by transferring the sentence immediately
preceding clause (iv) so as to appear imme-
diately following such clause (iv); and

(ii) in the last sentence (as so transferred)—

() by inserting ‘“, or a beneficiary-family
member of the individual,” after “‘an individ-
ual’’; and
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(I1) by striking ‘““at the time of a qualifying
event described in section 2203(2)’" and inserting
“‘at any time during the initial 18-month period
of continuing coverage under this title’’;

(B) in subparagraph (D)(i), by inserting be-
fore *“, or’” the following: **, except that the ex-
clusion or limitation contained in this clause
shall not be considered to apply to a plan under
which a preexisting condition or exclusion does
not apply to an individual otherwise eligible for
continuation coverage under this section be-
cause of the provision of the Health Insurance
Reform Act of 1995’"; and

(C) in subparagraph (E), by striking “‘at the
time of a qualifying event described in section
2203(2)” and inserting ‘‘at any time during the
initial 18-month period of continuing coverage
under this title”.

(2) ELECTION.—Section 2205(1)(C) of the Pub-
lic Health Service Act (42 U.S.C. 300bb-5(1)(C))
is amended—

(A) in clause (i), by striking “or’” at the end
thereof;

(B) in clause (ii), by striking the period and
inserting *‘, or’’; and

(C) by adding at the end thereof the following
new clause:

““(iii) in the case of an individual described in
the last sentence of section 2202(2)(A), or a bene-
ficiary-family member of the individual, the
date such individual is determined to have been
disabled.””.

(3) NOTICES.—Section 2206(3) of the Public
Health Service Act (42 U.S.C. 300bb-6(3)) is
amended by striking ‘‘at the time of a qualifying
event described in section 2203(2)’’ and inserting
‘“‘at any time during the initial 18-month period
of continuing coverage under this title’.

(4) BIRTH OR ADOPTION OF A CHILD.—Section

2208(3)(A) of the Public Health Service Act (42
U.S.C. 300bb-8(3)(A)) is amended by adding at
the end thereof the following new flush sen-
tence:
“Such term shall also include a child who is
born to or placed for adoption with the covered
employee during the period of continued cov-
erage under this title.”.

(b) EMPLOYEE RETIREMENT INCOME SECURITY
ACT OF 1974.—

(1) PERIOD OF COVERAGE.—Section 602(2) of
the Employee Retirement Income Security Act of
1974 (29 U.S.C. 1162(2)) is amended—

(A) in the last sentence of subparagraph (A)—

(i) by inserting ‘, or a beneficiary-family
member of the individual,” after ‘“‘an individ-
ual”’; and

(ii) by striking ‘“‘at the time of a qualifying
event described in section 603(2)"’ and inserting
“‘at any time during the initial 18-month period
of continuing coverage under this part’’;

(B) in subparagraph (D)(i), by inserting be-
fore “, or”” the following: *‘, except that the ex-
clusion or limitation contained in this clause
shall not be considered to apply to a plan under
which a preexisting condition or exclusion does
not apply to an individual otherwise eligible for
continuation coverage under this section be-
cause of the provision of the Health Insurance
Reform Act of 1995’"; and

(C) in subparagraph (E), by striking “‘at the
time of a qualifying event described in section
603(2)” and inserting ‘‘at any time during the
initial 18-month period of continuing coverage
under this part”’.

(2) ELECTION.—Section 605(1)(C) of the Em-
ployee Retirement Income Security Act of 1974
(29 U.S.C. 1165(1)(C)) is amended—

(A) in clause (i), by striking “or’” at the end
thereof;

(B) in clause (ii), by striking the period and
inserting ‘, or’’; and

(C) by adding at the end thereof the following
new clause:

““(iii) in the case of an individual described in
the last sentence of section 602(2)(A), or a bene-
ficiary-family member of the individual, the
date such individual is determined to have been
disabled.””.
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(3) NOTICES.—Section 606(3) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1166(3)) is amended by striking ‘“‘at the
time of a qualifying event described in section
603(2)”" and inserting ‘‘at any time during the
initial 18-month period of continuing coverage
under this part”’.

(4) BIRTH OR ADOPTION OF A CHILD.—Section

607(3)(A) of the Employee Retirement Income Se-
curity Act of 1974 (29 U.S.C. 1167(3)) is amended
by adding at the end thereof the following new
flush sentence:
“Such term shall also include a child who is
born to or placed for adoption with the covered
employee during the period of continued cov-
erage under this part.”.

(c) INTERNAL REVENUE CODE OF 1986.—

1) PERIOD OF COVERAGE.—Section
4980B(f)(2)(B) of the Internal Revenue Code of
1986 is amended—

(A) in the last sentence of clause (i) by strik-
ing “‘at the time of a qualifying event described
in paragraph (3)(B)’ and inserting ‘“‘at any time
during the initial 18-month period of continuing
coverage under this section’’;

(B) in clause (iv)(l), by inserting before ““, or
the following: *‘, except that the exclusion or
limitation contained in this subclause shall not
be considered to apply to a plan under which a
preexisting condition or exclusion does not
apply to an individual otherwise eligible for
continuation coverage under this subsection be-
cause of the provision of the Health Insurance
Reform Act of 1995’’; and

(C) in clause (v), by striking “‘at the time of a
qualifying event described in paragraph (3)(B)”
and inserting ‘“‘at any time during the initial 18-
month period of continuing coverage under this
section”’.

(2) ELECTION.—Section 4980B(f)(5)(A)(iii) of
the Internal Revenue Code of 1986 is amended—

(A) in subclause (1), by striking “‘or’” at the
end thereof;

(B) in subclause (I1), by striking the period
and inserting ‘‘, or’’; and

(C) by adding at the end thereof the following
new subclause:

“(11) in the case of an qualified beneficiary
described in the last sentence of paragraph
(2)(B)(i), the date such individual is determined
to have been disabled.”.

(3) NoTICES.—Section 4980B(f)(6)(C) of the In-
ternal Revenue Code of 1986 is amended by
striking ‘‘at the time of a qualifying event de-
scribed in paragraph (3)(B)’” and inserting ‘‘at
any time during the initial 18-month period of
continuing coverage under this section’.

(4) BIRTH OR ADOPTION OF A CHILD.—Section

4980B(g)(1)(A) of the Internal Revenue Code of
1986 is amended by adding at the end thereof
the following new flush sentence:
“Such term shall also include a child who is
born to or placed for adoption with the covered
employee during the period of continued cov-
erage under this section.”.

(d) EFFECTIVE DATE.—The amendments made
by this section shall apply to qualifying events
occurring on or after the date of the enactment
of this Act for plan years beginning after De-
cember 31, 1996.

(e) NOTIFICATION OF CHANGES.—Not later
than 60 days prior to the date on which this sec-
tion becomes effective, each group health plan
(covered under title XXII of the Public Health
Service Act, part 6 of subtitle B of title | of the
Employee Retirement Income Security Act of
1974, and section 4980B(f) of the Internal Reve-
nue Code of 1986) shall notify each qualified
beneficiary who has elected continuation cov-
erage under such title, part or section of the
amendments made by this section.

Subtitle D—Private Health Plan Purchasing
Cooperatives
SEC. 131. PRIVATE HEALTH PLAN PURCHASING
COOPERATIVES.

(a) DEFINITION.—As used in this Act, the term

““health plan purchasing cooperative’” means a
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group of individuals or employers that, on a vol-
untary basis and in accordance with this sec-
tion, form a cooperative for the purpose of pur-
chasing individual health plans or group health
plans offered by health plan issuers. A health
plan issuer, agent, broker or any other individ-
ual or entity engaged in the sale of insurance
may not underwrite a cooperative.

(b) CERTIFICATION.—

(1) IN GENERAL.—If a group described in sub-
section (a) desires to form a health plan pur-
chasing cooperative in accordance with this sec-
tion and such group appropriately notifies the
State and the Secretary of such desire, the
State, upon a determination that such group
meets the requirements of this section, shall cer-
tify the group as a health plan purchasing co-
operative. The State shall make a determination
of whether such group meets the requirements of
this section in a timely fashion. Each such coop-
erative shall also be registered with the Sec-
retary.

(2) STATE REFUSAL TO CERTIFY.—If a State
fails to implement a program for certifying
health plan purchasing cooperatives in accord-
ance with the standards under this Act, the Sec-
retary shall certify and oversee the operations of
such cooperatives in such State.

(3) INTERSTATE COOPERATIVES.—FOr purposes
of this section, a health plan purchasing cooper-
ative operating in more than one State shall be
certified by the State in which the cooperative is
domiciled. States may enter into cooperative
agreements for the purpose of certifying and
overseeing the operation of such cooperatives.
For purposes of this subsection, a cooperative
shall be considered to be domiciled in the State
in which most of the members of the cooperative
reside.

(c) BOARD OF DIRECTORS.—

(1) IN GENERAL.—Each health plan purchas-
ing cooperative shall be governed by a Board of
Directors that shall be responsible for ensuring
the performance of the duties of the cooperative
under this section. The Board shall be composed
of a broad cross-section of representatives of em-
ployers, employees, and individuals participat-
ing in the cooperative. A health plan issuer,
agent, broker or any other individual or entity
engaged in the sale of individual health plans or
group health plans may not hold or control any
right to vote with respect to a cooperative.

(2) LIMITATION ON COMPENSATION.—A health
plan purchasing cooperative may not provide
compensation to members of the Board of Direc-
tors. The cooperative may provide reimburse-
ments to such members for the reasonable and
necessary expenses incurred by the members in
the performance of their duties as members of
the Board.

(3) CONFLICT OF INTEREST.—No member of the
Board of Directors (or family members of such
members) nor any management personnel of the
cooperative may be employed by, be a consult-
ant for, be a member of the board of directors of,
be affiliated with an agent of, or otherwise be a
representative of any health plan issuer, health
care provider, or agent or broker. Nothing in the
preceding sentence shall limit a member of the
Board from purchasing coverage offered
through the cooperative.

(d) MEMBERSHIP AND MARKETING AREA.—

(1) MEMBERSHIP.—A health plan purchasing
cooperative may establish limits on the maxi-
mum size of employers who may become members
of the cooperative, and may determine whether
to permit individuals to become members. Upon
the establishment of such membership require-
ments, the cooperative shall, except as provided
in subparagraph (B), accept all employers (or
individuals) residing within the area served by
the cooperative who meet such requirements as
members on a first-come, first-served basis, or on
another basis established by the State to ensure
equitable access to the cooperative.

(2) MARKETING AREA.—A State may establish
rules regarding the geographic area that must
be served by a health plan purchasing coopera-
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tive. With respect to a State that has not estab-
lished such rules, a health plan purchasing co-
operative operating in the State shall define the
boundaries of the area to be served by the coop-
erative, except that such boundaries may not be
established on the basis of health status or in-
surability of the populations that reside in the
area.

(e) DUTIES AND RESPONSIBILITIES.—

(1) IN GENERAL.—A health plan purchasing
cooperative shall—

(A) enter into agreements with multiple, unaf-
filiated health plan issuers, except that the re-
quirement of this subparagraph shall not apply
in regions (such as remote or frontier areas) in
which compliance with such requirement is not
possible;

(B) enter into agreements with employers and
individuals who become members of the coopera-
tive;

(C) participate in any program of risk-adjust-
ment or reinsurance, or any similar program,
that is established by the State;

(D) prepare and disseminate comparative
health plan materials (including information
about cost, quality, benefits, and other informa-
tion concerning group health plans and individ-
ual health plans offered through the coopera-
tive);

(E) actively market to all eligible employers
and individuals residing within the service area;
and

(F) act as an ombudsman for group health
plan or individual health plan enrollees.

(2) PERMISSIBLE ACTIVITIES.—A health plan
purchasing cooperative may perform such other
functions as necessary to further the purposes
of this Act, including—

(A) collecting and distributing premiums and
performing other administrative functions;

(B) collecting and analyzing surveys of en-
rollee satisfaction;

(C) charging membership fee to enrollees (such
fees may not be based on health status) and
charging participation fees to health plan issu-
ers;

(D) cooperating with (or accepting as mem-
bers) employers who provide health benefits di-
rectly to participants and beneficiaries only for
the purpose of negotiating with providers; and

(E) negotiating with health care providers and
health plan issuers.

(f) LIMITATIONS ON COOPERATIVE ACTIVI-
TIES.—A health plan purchasing cooperative
shall not—

(1) perform any activity relating to the licens-
ing of health plan issuers;

(2) assume financial risk directly or indirectly
on behalf of members of a health plan purchas-
ing cooperative relating to any group health
plan or individual health plan;

(3) establish eligibility, continuation of eligi-
bility, enrollment, or premium contribution re-
quirements for participants, beneficiaries, or in-
dividuals based on health status, medical condi-
tion, claims experience, receipt of health care,
medical history, evidence of insurability, or dis-
ability;

(4) operate on a for-profit or other basis where
the legal structure of the cooperative permits
profits to be made and not returned to the mem-
bers of the cooperative, except that a for-profit
health plan purchasing cooperative may be
formed by a nonprofit organization—

(A) in which membership in such organization
is not based on health status, medical condition,
claims experience, receipt of health care, medi-
cal history, evidence of insurability, or disabil-
ity; and

(B) that accepts as members all employers or
individuals on a first-come, first-served basis,
subject to any established limit on the maximum
size of and employer that may become a member;
or

(5) perform any other activities that conflict
or are inconsistent with the performance of its
duties under this Act.

(g) LIMITED PREEMPTION OF CERTAIN STATE
LAWS.—
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(1) IN GENERAL.—With respect to a health
plan purchasing cooperative that meets the re-
quirements of this section, State fictitious group
laws shall be preempted.

(2) HEALTH PLAN ISSUERS.—

(A) RATING.—With respect to a health plan is-
suer offering a group health plan or individual
health plan through a health plan purchasing
cooperative that meets the requirements of this
section, State premium rating requirement laws,
except to the extent provided under subpara-
graph (B), shall be preempted unless such laws
permit premium rates negotiated by the coopera-
tive to be less than rates that would otherwise
be permitted under State law, if such rating dif-
ferential is not based on differences in health
status or demographic factors.

(B) EXCEPTION.—State laws referred to in sub-
paragraph (A) shall not be preempted if such
laws—

(i) prohibit the variance of premium rates
among employers, plan sponsors, or individuals
that are members of a health plan purchasing
cooperative in excess of the amount of such
variations that would be permitted under such
State rating laws among employers, plan spon-
sors, and individuals that are not members of
the cooperative; and

(ii) prohibit a percentage increase in premium
rates for a new rating period that is in excess of
that which would be permitted under State rat-
ing laws.

(C) BENEFITS.—Except as provided in sub-
paragraph (D), a health plan issuer offering a
group health plan or individual health plan
through a health plan purchasing cooperative
shall comply with all State mandated benefit
laws that require the offering of any services,
category or care, or services of any class or type
of provider.

(D) EXCEPTION.—In those States that have en-
acted laws authorizing the issuance of alter-
native benefit plans to small employers, health
plan issuers may offer such alternative benefit
plans through a health plan purchasing cooper-
ative that meets the requirements of this section.

(h) RULES OF CONSTRUCTION.—Nothing in this
section shall be construed to—

(1) require that a State organize, operate, or
otherwise create health plan purchasing co-
operatives;

(2) otherwise require the establishment of
health plan purchasing cooperatives;

(3) require individuals, plan sponsors, or em-
ployers to purchase group health plans or indi-
vidual health plans through a health plan pur-
chasing cooperative;

(4) require that a health plan purchasing co-
operative be the only type of purchasing ar-
rangement permitted to operate in a State;

(5) confer authority upon a State that the
State would not otherwise have to regulate
health plan issuers or employee health benefits
plans; or

(6) confer authority upon a State (or the Fed-
eral Government) that the State (or Federal
Government) would not otherwise have to regu-
late group purchasing arrangements, coalitions,
or other similar entities that do not desire to be-
come a health plan purchasing cooperative in
accordance with this section.

(i) APPLICATION OF ERISA.—For purposes of
enforcement only, the requirements of parts 4
and 5 of subtitle B of title | of the Employee Re-
tirement Income Security Act of 1974 (29 U.S.C.
1101) shall apply to a health plan purchasing
cooperative as if such plan were an employee
welfare benefit plan.

TITLE I1I—APPLICATION AND
ENFORCEMENT OF STANDARDS
SEC. 201. APPLICABILITY.

(a) CONSTRUCTION.—

(1) ENFORCEMENT.—

(A) IN GENERAL.—A requirement or standard
imposed under this Act on a group health plan
or individual health plan offered by a health
plan issuer shall be deemed to be a requirement
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or standard imposed on the health plan issuer.
Such requirements or standards shall be en-
forced by the State insurance commissioner for
the State involved or the official or officials des-
ignated by the State to enforce the requirements
of this Act. In the case of a group health plan
offered by a health plan issuer in connection
with an employee health benefit plan, the re-
quirements or standards imposed under this Act
shall be enforced with respect to the health plan
issuer by the State insurance commissioner for
the State involved or the official or officials des-
ignated by the State to enforce the requirements
of this Act.

(B) LIMITATION.—Except as provided in sub-
section (c), the Secretary shall not enforce the
requirements or standards of this Act as they re-
late to health plan issuers, group health plans,
or individual health plans. In no case shall a
State enforce the requirements or standards of
this Act as they relate to employee health bene-
fit plans.

(2) PREEMPTION OF STATE LAW.—Nothing in
this Act shall be construed to prevent a State
from establishing, implementing, or continuing
in effect standards and requirements—

(A) not prescribed in this Act; or

(B) related to the issuance, renewal, or port-
ability of health insurance or the establishment
or operation of group purchasing arrangements,
that are consistent with, and are not in direct
conflict with, this Act and provide greater pro-
tection or benefit to participants, beneficiaries
or individuals.

(b) RULE OF CONSTRUCTION.—Nothing in this
Act shall be construed to affect or modify the
provisions of section 514 of the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C.
1144).

(c) CONTINUATION.—Nothing in this Act shall
be construed as requiring a group health plan or
an employee health benefit plan to provide ben-
efits to a particular participant or beneficiary in
excess of those provided under the terms of such
plan.

SEC. 202. ENFORCEMENT OF STANDARDS.

(a) HEALTH PLAN IssUERS.—Each State shall
require that each group health plan and indi-
vidual health plan issued, sold, renewed, offered
for sale or operated in such State by a health
plan issuer meet the standards established
under this Act pursuant to an enforcement plan
filed by the State with the Secretary. A State
shall submit such information as required by the
Secretary demonstrating effective implementa-
tion of the State enforcement plan.

(b) EMPLOYEE HEALTH BENEFIT PLANS.—With
respect to employee health benefit plans, the
Secretary shall enforce the reform standards es-
tablished under this Act in the same manner as
provided for under sections 502, 504, 506, and 510
of the Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1132, 1134, 1136, and 1140). The
civil penalties contained in paragraphs (1) and
(2) of section 502(c) of such Act (29 U.S.C.
1132(c)(1) and (2)) shall apply to any informa-
tion required by the Secretary to be disclosed
and reported under this section.

(¢) FAILURE TO IMPLEMENT PLAN.—INn the
case of the failure of a State to substantially en-
force the standards and requirements set forth
in this Act with respect to group health plans
and individual health plans as provided for
under the State enforcement plan filed under
subsection (a), the Secretary, in consultation
with the Secretary of Health and Human Serv-
ices, shall implement an enforcement plan meet-
ing the standards of this Act in such State. In
the case of a State that fails to substantially en-
force the standards and requirements set forth
in this Act, each health plan issuer operating in
such State shall be subject to civil enforcement
as provided for under sections 502, 504, 506, and
510 of the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1132, 1134, 1136, and 1140).
The civil penalties contained in paragraphs (1)
and (2) of section 502(c) of such Act (29 U.S.C.
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1132(c)(1) and (2)) shall apply to any informa-
tion required by the Secretary to be disclosed
and reported under this section.

(d) APPLICABLE CERTIFYING AUTHORITY.—AS
used in this title, the term “‘applicable certifying
authority’ means, with respect to—

(1) health plan issuers, the State insurance
commissioner or official or officials designated
by the State to enforce the requirements of this
Act for the State involved; and

(2) an employee health benefit plan, the Sec-
retary.

(e) REGULATIONS.—The Secretary may promul-
gate such regulations as may be necessary or
appropriate to carry out this Act.

(f) TECHNICAL AMENDMENT.—Section 508 of
the Employee Retirement Income Security Act of
1974 (29 U.S.C. 1138) is amended by inserting
““and under the Health Insurance Reform Act of
1995’ before the period.

TITLE 111—MISCELLANEOUS PROVISIONS
SEC. 301. HMOS ALLOWED TO OFFER PLANS WITH
DEDUCTIBLES TO  INDIVIDUALS
WITH MEDICAL SAVINGS ACCOUNTS.

(a) IN GENERAL.—Section 1301(b) of the Public
Health Service Act (42 U.S.C. 300e(b)) is amend-
ed by adding at the end the following new para-
graph:

“(6)(A) If a member certifies that a medical
savings account has been established for the
benefit of such member, a health maintenance
organization may, at the request of such member
reduce the basic health services payment other-
wise determined under paragraph (1) by requir-
ing the payment of a deductible by the member
for basic health services.

““(B) For purposes of this paragraph, the term
‘medical savings account’ means an account
which, by its terms, allows the deposit of funds
and the use of such funds and income derived
from the investment of such funds for the pay-
ment of the deductible described in subpara-
graph (A).”.

(b) MEDICAL SAVINGS ACCOUNTS.—It is the
sense of the Committee on Labor and Human
Resources of the Senate that the establishment
of medical savings accounts, including those de-
fined in section 1301(b)(6)(B) of the Public
Health Service Act (42 U.S.C. 300e(b)(6)(B)),
should be encouraged as part of any health in-
surance reform legislation passed by the Senate
through the use of tax incentives relating to
contributions to, the income growth of, and the
qualified use of, such accounts.

(c) SENSE OF THE SENATE.—It is the sense of
the Senate that the Congress should take meas-
ures to further the purposes of this Act, includ-
ing any necessary changes to the Internal Reve-
nue Code of 1986 to encourage groups and indi-
viduals to obtain health coverage, and to pro-
mote access, equity, portability, affordability,
and security of health benefits.

SEC. 302. HEALTH COVERAGE AVAILABILITY
STUDY.

(a) IN GENERAL.—The Secretary of Health and
Human Services, in consultation with the Sec-
retary, representatives of State officials, con-
sumers, and other representatives of individuals
and entities that have expertise in health insur-
ance and employee benefits, shall conduct a
two-part study, and prepare and submit reports,
in accordance with this section.

(b) EVALUATION OF AVAILABILITY.—Not later
than January 1, 1997, the Secretary of Health
and Human Services shall prepare and submit to
the appropriate committees of Congress a report,
concerning—

(1) an evaluation, based on the experience of
States, expert opinions, and such additional
data as may be available, of the various mecha-
nisms used to ensure the availability of reason-
ably priced health coverage to employers pur-
chasing group coverage and to individuals pur-
chasing coverage on a non-group basis; and

(2) whether standards that limit the variation
in premiums will further the purposes of this
Act.
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(c) EVALUATION OF EFFECTIVENESS.—Not later
than January 1, 1998, the Secretary of Health
and Human Services shall prepare and submit to
the appropriate committees of Congress a report,
concerning the effectiveness of the provisions of
this Act and the various State laws, in ensuring
the availability of reasonably priced health cov-
erage to employers purchasing group coverage
and individuals purchasing coverage on a non-
group basis.

SEC. 303. SENSE OF THE COMMITTEE CONCERN-
ING MEDICARE.

(a) FINDINGS.—The Committee on Labor and
Human Resources of the Senate finds that the
Public Trustees of Medicare concluded in their
1995 Annual Report that—

(1) the Medicare program is
unsustainable in its present form;

(2) ‘‘the Hospital Insurance Trust Fund,
which pays inpatient hospital expenses, will be
able to pay benefits for only about 7 years and
is severely out of financial balance in the long
range’’; and

(3) the Public Trustees ‘‘strongly recommend
that the crisis presented by the financial condi-
tion of the Medicare trust fund be urgently ad-
dressed on a comprehensive basis, including a
review of the programs’s financing methods,
benefit provisions, and delivery mechanisms’’.

(b) SENSE OF THE COMMITTEE.—It is the Sense
of the Committee on Labor and Human Re-
sources of the Senate that the Senate should
take measures necessary to reform the Medicare
program, to provide increased choice for seniors,
and to respond to the findings of the Public
Trustees by protecting the short-term solvency
and long-term sustainability of the Medicare
program.

SEC. 304. EFFECTIVE DATE.

Except as otherwise provided for in this Act,
the provisions of this Act shall apply as follows:

(1) With respect to group health plans and in-
dividual health plans, such provisions shall
apply to plans offered, sold, issued, renewed, in
effect, or operated on or after January 1, 1996;
and

(2) With respect to employee health benefit
plans, on the first day of the first plan year be-
ginning on or after January 1, 1996.

SEC. 305. SEVERABILITY.

If any provision of this Act or the application
of such provision to any person or circumstance
is held to be unconstitutional, the remainder of
this Act and the application of the provisions of
such to any person or circumstance shall not be
affected thereby.

The PRESIDING OFFICER. The Sen-
ator from Kansas.

Mrs. KASSEBAUM. Mr. President,
Congress has spent significant time
during the past 4 years debating com-
prehensive health care reform and
major reforms to the Medicaid and
Medicare Programs. While we have
filled pages of newspapers and the CoN-
GRESSIONAL RECORD and hearing
records, our actions have not equaled
our words.

Meanwhile, many American families
worry about the availability, port-
ability, and cost of their own health
care coverage.

The health insurance problem is not
merely one of perception. The health
care market continues to transform it-
self. An example is the rapid movement
toward managed care. At the same
time, the number of uninsured and
underinsured Americans has continued
to climb. There are now over 40 million
Americans without health insurance,
and that number continues to grow.

Over 1 million working Americans
have lost health insurance in the last 2

clearly
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years alone, and over 80 million Ameri-
cans have preexisting conditions that
could make it difficult for them to
maintain health coverage when they
change jobs.

The current health insurance system
provides too little protection for indi-
viduals and families with health prob-
lems and makes it too difficult for em-
ployers, particularly small employers,
to obtain adequate coverage for their
employees. It also locks people into
jobs out of fear they will lose their
health care coverage if they change
jobs or if they lose their jobs.

Let me remind my colleagues that
Federal law preempts States from pro-
viding portability to the majority of
Americans who get their coverage
through so-called self-insured health
plans. Therefore, only Congress, only
the Federal Government, can guaran-
tee insurance portability and an end to
job lock. That is one of the main rea-
sons all major organizations represent-
ing the States have endorsed S. 1028.

The Health Insurance Reform Act be-
fore the Senate today passed the Sen-
ate Labor and Human Resources Com-
mittee in August by a unanimous vote.
It now has 65 cosponsors, 27 Repub-
licans and 38 Democrats. It is clear
that, if this bill were to come to a vote
in its current form, it would have more
than enough votes to overcome any po-
tential filibuster. The House of Rep-
resentatives already has passed legisla-
tion containing health insurance re-
form similar to S. 1028.

Moreover, the bill has been endorsed
by a wide range of organizations, in-
cluding the National Governors’ Asso-
ciation, the National Association of
State Insurance Commissioners, the
Consortium for Citizens with Disabil-
ities, Small Business United, the Na-
tional Association of Manufacturers,
the National Federation of Independent
Business, the U.S. Chamber of Com-
merce, the American Medical Associa-
tion, American Hospital Association,
Families USA, Consumers Union, the
American Association of Retired Per-
sons, and the AFL-CIO.

The portability provisions of this bill
are even supported by many health in-
surers, including the American Asso-
ciation of Health Plans, Aetna, Pruden-
tial, Cigna, United Healthcare and the
Blue Cross and Blue Shield Associa-
tion, which is the largest health insur-
ance carrier in the individual market.

Doctors, hospitals, insurers, HMO’s,
large business, small business, orga-
nized labor, and consumer groups all
support the bill before us today. When
one looks at the history of health care
reform and the difficult tradeoffs and
policy choices that must be made, that
fact alone, | suggest, is remarkable.

The majority of these organizations
have made clear that their support is
conditioned on S. 1028 remaining free of
contentious amendments.

We have a historic opportunity to
pass limited, but real, health reform
for the American people. We must not
squander this opportunity by expand-
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ing the scope of this bill. The lessons of
the past are clear. If we try to do too
much, we will fail to do anything.

This bill is too important to people
who may not have a voice in the Halls
of Congress by any major organization,
but who will be helped tremendously
by this legislation. People like Tom
Hall, a retired construction worker and
farmer from Oklahoma City.

After 30 years of being covered by his
employer, Tom started his own com-
pany and tried to buy an insurance pol-
icy for his family. However, the same
insurer that had covered him while he
was employed turned him down. Sev-
eral years later, he did find an insur-
ance policy that covers everything but
his preexisting heart condition.

Mr. Hall testified before our commit-
tee, and it was very powerful testi-
mony in its own significant way. Clear-
ly, Mr. Hall would be protected by the
group-to-individual portability provi-
sions of this bill.

There are other families who would
benefit. One is from Herndon, VA. A
daughter who has cerebral palsy is ex-
cluded from coverage for at least 12
months every time the husband, Rob-
ert, changes jobs. While they have
waited for these preexisting conditions
to expire, they have had to pay both
COBRA coverage and coverage under
the new employer plan.

Mr. President, | also visited with a
young woman who is an employee of
the U.S. Senate. She has cancer. Her
husband is completing his graduate
work, and they hope to move to Flor-
ida. She is afraid to leave the coverage
she has under her Federal employees
health insurance for fear if they move
to Florida, she may not be able to get
insurance which would cover her be-
cause of her having cancer.

These are just some examples of peo-
ple who would be helped directly by
this legislation.

Only a year after President Clinton
waved his veto pen and said he would
not sign any bill that did not contain
universal coverage, the President now
says he will sign this carefully targeted
health insurance portability bill. We
should take him up on that offer.

The bill before us today does not
achieve universal coverage. It is a far
cry from the comprehensive health re-
form proposals that were considered by
Congress only in the last Congress.
However, it would immediately and
measurably improve the lives of mil-
lions of Americans.

Through sensible, market-based re-
forms, the Health Insurance Reform
Act would, first, limit the ability of in-
surers and employers to impose exclu-
sions for preexisting conditions; sec-
ond, prevent insurers from dropping
coverage when an individual changes
jobs or family members become sick;
and third, help small companies gain
more purchasing clout in the market-
place.

Despite its limited scope, the General
Accounting Office estimates that the
Health Insurance Reform Act would
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help at least 25 million Americans each
year, and the Congressional Budget Of-
fice predicts that it would do so with-
out any cost to the American tax-
payers.

Mr. President, I do not know whether
it is 25 million. I do not know if it is 10
million or if it is 5 million. What mat-
ters is each and every one of us in this
U.S. Senate knows someone it would
help. And if it only helps those few
that we know even, it would be well
worth positive consideration on the
floor of the Senate.

| believe the legislation has achieved
broad consensus for two main reasons.
First, it is narrowly focused. It does
not contain employer mandates, man-
datory purchasing alliances, new taxes
or new bureaucracies. Instead, the leg-
islation focuses only on those areas
where broad bipartisan agreement ex-
isted during the health care debate in
the 103d Congress and where State in-
surance reforms have demonstrated the
ability to work.

Second, the legislation was crafted
with a significant input from consum-
ers, insurers, businesses, hospitals and
doctors. It is carefully attuned to the
rapidly changing private health care
market.

The Health Insurance Reform Act is
not without some detractors. We have
worked closely with the health insur-
ance industry, and insurers generally
support the bill. For example, the
Health Insurance Association of Amer-
ica submitted testimony in favor of the
vast majority of the bill’s provisions.
However, some continue to raise con-
cerns about one provision of the legis-
lation that is designed to help individ-
uals and families who have played by
the rules to maintain health coverage
if they lose their job or leave a job to
work for an employer that does not
offer coverage.

I believe, however, that this provi-
sion strikes a careful balance between
the need to provide consumers access
to individual coverage and the need to
protect the fragile individual insurance
market.

The Health Insurance Reform Act
would provide access to individual in-
surance only for those who have main-
tained prior continuous coverage under
an employer-sponsored health plan for
at least 1% years, who have exhausted
their COBRA benefits, and who are in-
eligible for coverage under another
group policy.

Moreover, S. 1028 contains no restric-
tions on premiums. There are many
who wish that it did, and it leaves
broader reforms, such as guaranteed
issue for individuals who have not had
prior coverage, guaranteed issue for
self-employed and portability between
individual health plans to the States.

As a result, the bill requires individ-
uals to pay into the system before
being able to use its provisions for con-
tinued health coverage. This group-to-
individual portability provision is care-
fully circumscribed precisely to avoid
potential premium increases and ad-

CONGRESSIONAL RECORD —SENATE

verse selection problems that could re-
sult from broader individual market
reforms.

The American Academy of Actuaries,
the Congressional Budget Office, the
Rand Corp., the Hay Huggins Group
and other credible independent actuar-
ies have confirmed that this narrow
provision would have only a minimal
impact on the cost of health coverage
in the individual market. There are
some who have vastly exaggerated
what the premium increase would be,
but those that | have mentioned are
sources that have no ax to grind in this
area and whose reliability on projec-
tions are totally objective.

The substitute goes even further. It
expressly provides that if a State has
adopted or adopts in the future a high-
risk pool or other means of allowing in-
dividuals to maintain health coverage,
that State law or program will apply in
lieu of the group-to-individual port-
ability provision contained in the bill.

Instead of preempting State reforms
that are working or prescribing a one-
size-fits-all solution from Washington,
S. 1028 allows each State to fashion in-
dividual market solutions that are ap-
propriate for individuals in that State.
This is another reason why both the
Governors and the State insurance
commissioners support the bill.

Mr. President, | think we all know
those who would be helped by this leg-
islation, as | said. The Health Insur-
ance Reform Act does not strike out in
a bold new direction, but it is a posi-
tive step forward that will help reduce
barriers to health coverage for millions
of working Americans. It is also an op-
portunity to demonstrate to the Amer-
ican people that Republicans and
Democrats can work together to ad-
dress their most serious concerns re-
garding health care.

As Robert Samuelson stated in his
column on April 17 in the Washington
Post:

The virtue of this proposal is its modesty.
There is nothing wrong with constructive
tinkering. We’ve had enough of grand re-
forms, which promise much and deliver lit-
tle. However, if enacted, it would provide a
little extra peace of mind for those who have
already had employer-paid insurance.

He concludes:

This legislation isn’t exciting but then
again good government often isn’t.

Mr. President, it may not be excit-
ing, but let me tell you, if you know
one person this legislation would help,
it is, indeed, exciting.

I yield the floor.

Mr. KENNEDY addressed the Chair.

The PRESIDING OFFICER (Mr.
INHOFE). The Senator from Massachu-
setts.

Mr. KENNEDY. Mr. President, |
want, first of all, as we begin the con-
sideration of the legislation which can
make such an extraordinary difference
to millions of our fellow citizens in this
country, mention at the outset my
great respect, and | think the respect
all of us in the Senate should have, for
the chairperson of our committee of
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the Labor and Human Resources Com-
mittee.

I can remember going back the last
time that the Senate was considering
major legislation—we have had other
legislation in the meantime—the com-
prehensive legislation that we consid-
ered now some 2 years ago. During that
period of time, Senator KASSEBAUM was
tireless in trying to find some common
ground. We had some areas of agree-
ment. We were unable, obviously, to
get to the full measure of agreement
during those considerations. But |
think all of us who were a part of that
effort knew that Senator KASSEBAUM
was trying to find the areas of common
ground on which we could move for-
ward. At the end of the consideration
of that legislation, | can remember a
conversation that we had.

In her typical manner, she expressed
a very compelling view that we should
not let the issues of health care fall by
the wayside and that we ought to try
to look through the various proposals
that had been considered at that period
of time and that we ought to try to
piece what we could together that
could make an important difference for
the American people and see if we
could not work out a bipartisan effort.

It was really from that initiative and
from that energy that she has spent
hour after hour after hour in small
meetings, large meetings, hearings, in
visiting with various interested mem-
bers of our committee and other Mem-
bers of the Senate, and really helped in
developing this legislation. In an ex-
traordinary committee action, we were
able to bring all the members and get
a unanimous vote in support of this
legislation, which is really an extraor-
dinary achievement and accomplish-
ment at any time. It certainly is now
in this Congress, which in many in-
stances has had more contentious de-
bates and less agreement on many pub-
lic policy issues.

But in this area, it is really a result
of her own particular skills and talents
and energy and strong commitment
that we are here today with the ex-
traordinary support that she has men-
tioned in regard to both Republicans
and Democrats. | think all Members of
the Senate, obviously, who know her
and know her perseverance pay tribute
to her extraordinary leadership on this
issue.

| certainly at the outset of this de-
bate and discussion acknowledge that
and pay tribute to it. | think when the
history of health policy is written, her
imprint on not just this legislation but
on so many other measures of health
will be very, very much recognized, as
it should be. It has been a personal
pleasure to have the chance to work
with her. I know all the members of
the committee feel the same way.

Mr. President, the legislation we are
considering today will end many of the
most serious health insurance abuses
and provide greater protection to mil-
lions of families. It is an opportunity
we cannot afford to miss.
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The abusive practices addressed by
this bill create endless, unnecessary
suffering. Millions of Americans are
forced to pass up opportunities to ac-
cept jobs that would improve their
standard of living or offer them greater
opportunities because they are afraid
they will lose their health insurance.
Many others have to abandon the goal
of starting their own business because
health insurance would be unavailable
to them or members of their families.

Children who age out of their par-
ents’ policies often find themselves un-
able to obtain their own insurance if
they have any significant health prob-
lems. Early retirees can find them-
selves uninsured just when they are en-
tering the years of highest health
risks.

Other Americans lose their health in-
surance because they become sick or
lose their job or change their job, even
when they have faithfully paid their in-
surance premiums for many years.

With each passing year, the flaws in
the private health insurance market
become more serious. More than half of
all insurance policies impose exclu-
sions for preexisting conditions. As a
result, insurance is often denied for the
very illnesses most likely to require
medical care. The purpose of such ex-
clusions is reasonable to prevent people
from gaming the system by purchasing
coverage only when they get sick, but
current practices are indefensible.

No matter how faithfully people pay
their premiums, they often have to
start over again with a new exclusion
period if they change jobs or lose their
coverage. And 81 million Americans
have conditions that could subject
them to such exclusions if they lose
their current health care coverage.
Sometimes the exclusions make them
completely uninsurable.

Insurers impose exclusions for pre-
existing conditions on people who do
not deserve to be excluded from the
coverage they need. Sometimes insur-
ers deny coverage to entire firms if one
employee of the firm is in poor health
or exclude that employee from the cov-
erage. In other cases, entire categories
of businesses with millions of employ-
ees are red lined out of coverage.

Even if people are fortunate enough
to gain coverage and have no preexist-
ing condition, their coverage can be
canceled if they have the misfortune to
become sick, even after paying pre-
miums for years.

Robert Frasher from Mansfield, OH,
works for an employer who offers
health coverage to employees, but the
insurance company will not cover him.
Why? Because he has Crohn’s disease.

Jean Meredith of Harriman, TN, and

her husband Tom owned Fruitland
USA, a mom-and-pop convenience
store. They had insurance through

their small business for 8 years until
Tom was diagnosed with non-Hodgkin’s
lymphoma, and their insurance com-
pany dropped them. When the
Merediths asked why, they were told
they were no longer profitable insur-
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ance risks. Without health insurance,
Tom Meredith had to wait a year to get
the surgery he needed. After spending
$60,000 of his own funds, his cancer re-
curred and he died of cancer about a
year ago. Tom Meredith might still be
alive today if he had not been forced to
wait that year.

One of the most serious consequences
of the current system is job lock.
Workers who want to change jobs to
improve their careers or provide a bet-
ter standard of living for their families
must give up that opportunity because
it means losing their health insurance.
A quarter of all American workers say
they are forced to stay in a job they
otherwise would have left because they
are afraid of losing their health insur-
ance.

Diane Bratten, from Grove Heights,
MN, her family had insurance through
Diane’s employer. Because of a history
of breast cancer—now in remission—
Diane and her family will not be able
to get decent coverage if she decides to
change jobs or is laid off.

The legislation that Senator KASSE-
BAUM and | have introduced will ad-
dress these problems effectively. The
Kassebaum-Kennedy Health Insurance
Reform Act is a health insurance bill of
rights for every American and for
every business as well. The legislation
contains many of the provisions from
the 1994 health reform debate which re-
ceived bipartisan support, such as an
increased access to health insurance,
increased portability, protection of
health benefits for those who lose their
jobs or want to start their own busi-
ness, and greater purchasing power for
individuals and small businesses.

Those who have insurance deserve
the security of knowing that their cov-
erage cannot be canceled, especially
when they need it the most. They de-
serve the security of knowing that if
they pay their insurance premiums for
years, they cannot be denied coverage,
be subjected to a new exclusion for a
preexisting condition when they
change jobs, join another group policy,
or when they need to purchase cov-
erage in the individual market. Busi-
nesses, especially small businesses, de-
serve the right to purchase health in-
surance for their employees at a rea-
sonable price.

Our Health Insurance Reform Act ad-
dresses these fundamental flaws in the
private insurance system. The bill lim-
its the ability of insurance companies
to impose exclusions for preexisting
conditions. Under the legislation, no
exclusion can last for more than 12
months. Once someone has been cov-
ered for 12 months, no new exclusion
can be imposed as long as there is no
gap iIn coverage, even Iif someone
changes jobs, loses their job, or
changes insurance companies.

The bill requires insurers to sell and
renew group health policies for all em-
ployers who want coverage for their
employees. It guarantees renewability
of individual policies. It prohibits in-
surers from denying insurance to those
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moving from group coverage to individ-
ual coverage. It prohibits group health
plans from excluding any employee
based on health status.

The portability provisions of the bill
mean that individuals with coverage
under a group health plan will not be
locked into their job for fear that they
will be denied coverage or face a new
exclusion for a preexisting condition.
These provisions will benefit at least 25
million Americans annually, according
to the General Accounting Office. In
addition, the provisions will provide
greater security for the 131 million
Americans currently covered under
group health plans.

The bill will also help small busi-
nesses provide better and less expen-
sive coverage for their employees. Pur-
chasing cooperatives will enable small
groups and individuals to join together
to negotiate better rates in the mar-
ket. As a result, they can obtain the
kind of clout in the marketplace cur-
rently available only to large employ-
ers.

The bill also provides great flexibil-
ity for States to meet the objective of
access to affordable health care for in-
dividuals who leave their group health
plans.

During the debate on health reform
in the last Congress, even the oppo-
nents of comprehensive reform urged
Congress to pass at least the reforms
that everyone supported—portability
of coverage, guaranteed availability of
coverage, and limitations on exclusions
for preexisting conditions. These are
exactly the provisions included in this
bill.

Senator PHIL GRAMM, over 2 years
ago said:

We can fix the system and make it possible
for people to change jobs without losing
their health insurance. Every one of the pro-
posals that has been made to reform health
care—every single bill—has a provision that
would make it possible for people to change
jobs without losing their insurance.

Majority Leader DOLE, in his state-
ment on the floor of the Senate in Au-
gust 1994 said this:

We will be back . . . And you can bet that
health care will be near the top of our agen-
da. . . . There are a lot of plans and some
have similarities. Many of us think we ought
to take all the common parts of these plans,
put them together and pass that bill.

Here is our chance. This is the bill.

The Health Insurance Reform Act is
a modest, responsible, bipartisan solu-
tion to many of the most obvious
abuses in the health insurance market-
place today. The bill was approved by
the Senate Labor and Human Re-
sources Committee last August by a
unanimous vote of 16 to 0. It is similar
to proposals made by President Clinton
in his recent balanced budget plan.

The measures it includes are also vir-
tually identical to provisions of legis-
lation offered by Senator DOLE in the
last Congress—Ilegislation supported by
virtually every Republican Member.
Sponsors range from the most conserv-
ative Members of the Senate to the
most liberal—because these reforms
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represent simple justice. They are not
issues of ideology or partisanship.

Support for the bill by outside groups
is equally broad. Almost 200 groups
have expressed their support. These in-
clude business associations like the
chamber of commercve, National Small
Business United, the National Associa-
tion of Manufacturers, the ERISA In-
dustry Committee, and the Association
of Private Pension and Welfare Plans.
The AFL-CIO has endorsed the pro-
gram, so that on this issue business
and labor are united. The program is
also supported by the National Gov-
ernors’ Association and the National
Association of State Insurance Com-
missioners, who believe the legislation
represents an appropriate balance be-
tween Federal and State responsibil-
ities.

Responsible insurance companies
support this bill, including the insur-
ance companies in the Alliance for
Managed Care, the American Associa-
tion of Health Plans, Phoenix Life In-
surance Co., the Blue Cross/Blue Shield
Association, and other insurance com-
panies. Blue Cross and Blue Shield are
the largest carriers in the individual
insurance market. The American Asso-
ciation of Health Plans has millions of
individual subscribers. These respon-
sible companies know that the insur-
ance system is broken and needs to be
fixed.

The Independent Insurance Agents of
America—the largest association of
agents in the country—sees the trage-
dies created by the current system
every day. They support this bill.

Doctors, hospitals, and other health
providers see those tragedies as well,
and they support the legislation. It has
been endorsed by the American Medi-
cal Association, the American Hospital
Association, and over 44 medical spe-
cialty societies. This bill also enjoys
the support of a number of the
consumer groups that understand the
need for legislation so well, including
the Consortium for Citizens with Dis-
abilities, and Consumers Union.

In fact, the only opposition to this
legislation comes from those who prof-
it from the abuses in the current sys-
tem.

In his State of the Union Address last
January, President Clinton challenged
Congress to pass this bill. Now that the
legislation has been brought to the
floor of the Senate, | believe it will
pass overwhelmingly—unless some in
the Senate insist on following the Re-
publican majority in the House of Rep-
resentatives by addressing controver-
sial and harmful provisions like medi-
cal savings accounts, federalization of
multiple employer welfare arrange-
ments, Federal caps on malpractice
awards, repeal of MediGap rules pro-
tecting senior citizens against profit-
eers, or provisions making it more dif-
ficult to combat the waste, fraud and
abuse in the current Medicare and Med-
icaid Programs. Almost all of the 200
groups that support the legislation
have urged the Senate to pass a clean
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bill, without these controversial
amendments.

These objectionable provisions of the
House bill may serve the special inter-
ests, but they have no place in this leg-
islation. Their adoption will almost
certainly Kill this bill, and destroy the
hopes of millions of Americans for the
kind of modest but effective reform
that leaders of both parties have sup-
ported in the past.

Medical savings accounts, which are
included in a major amendment to be
offered later in this debate are particu-
larly objectionable. They are opposed
by virtually every credible health pol-
icy expert. They attract the healthy
and wealthy, and add up to an unjusti-
fied $1.8 billion Federal giveaway to
those who need it the least. They are a
gift to the insurance companies with
the worst record of abusive practices—
a poorly disguised reward for millions
of dollars of campaign contributions.
And by pulling the healthiest individ-
uals out of the conventional insurance
market, they will raise premiums for
everyone else, including those who
need coverage the most.

In fact, the Congressional Budget Of-
fice concluded that, ‘““In the long run,
the existence of any type of cata-
strophic plus MSA option that would
be attractive to a large number of peo-
ple could threaten the existence of
standard health insurance.”

Members of the Senate who are seri-
ous about insurance reform should vote
against all controversial amend-
ments—including medical savings ac-
counts. Senator KASSEBAUM and | have
agreed that we will vigorously oppose
all such amendments—even those that
we might support under other cir-
cumstances. The Democratic leader,
and many other Senators of both par-
ties have joined us in this pledge. This
is a test of the Senate’s seriousness and
ability to put the interest of the Amer-
ican people ahead of the special inter-
ests.

This legislation is not comprehensive
health reform. It will not solve all the
problems in the current system. But it
is a constructive step forward—a step
that will help millions of Americans. |
urge its adoption.

Mr. President, if we are looking for
just a shorthand explanation of what
the legislation achieves, effectively, it
is the Health Insurance Reform Act,
the health insurance bill of rights. It
guarantees that your insurance cannot
be taken away because you, first, lose
your job; second, change your job;
third, become sick; or, fourth, start
your own business. It protects against
unfair preexisting conditions exclusion
which affect millions of American citi-
zens who virtually have no control over
those preexisting conditions. In an im-
portant way it increases the purchas-
ing power of small businesses so that
they will be able to provide health in-
surance to the millions of Americans
who work in small businesses and have
no coverage at this time.

This is a modest bill, an important
bill. It deserves overwhelming passage.
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It deserves, most importantly, to be-
come law. Every day that we delay the
legislation, there are other fellow citi-
zens in this country that continue to
be unable to get the kind of protections
that they need and that they deserve.
Hopefully, we will have overwhelming
bipartisan vote on this legislation.

Mr. President, | see a number of our
colleagues that will be speaking. | just
hope that those that do have amend-
ments—we hope there are not many of
those—will make their amendments
available to us at the earliest possible
time so we can have a chance to review
those amendments and to see what dis-
posal we can make of them.

PRIVILEGE OF THE FLOOR

Mr. KENNEDY. Mr. President, | ask
unanimous consent that members of
the staff, four fellows, Lauren Ewers,
Susan Castleberry, Sara Thom, and
Anna Marie Murphy, be granted privi-
leges of the floor during the debate on
health insurance reform.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mrs. KASSEBAUM. Mr. President, |
ask unanimous consent that Anne Rufo
and Kevin McShane be extended floor
privileges during the duration of the
debate.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mrs. KASSEBAUM. Mr. President, |
want to express my appreciation to
Senator KENNEDY for his thoughtful
statement. He is one who has been in-
volved in health care issues for many,
many years and cares deeply about it.
He would, | am sure, like to have ex-
panded this bill much further. But we
worked hard to construct, as he men-
tioned, something that we felt could be
passed and could be approved by the
widest number in both the U.S. Senate
and the House of Representatives. So |
have greatly appreciated his leadership
in the Labor and Human Resources
Committee, as we have worked hard
and constructively on both sides of the
aisle in the committee, as well as on
the floor, to bring this to fruition
today.

One who has been a great asset in
working with us is the Senator from
Tennessee, who is waiting to speak.
Not only has he been an exceptional
legislator on this issue, he comes to it
also with an expertise that the rest of
us do not have—as a renowned cardi-
ologist. So we have valued his willing-
ness to be very engaged in this issue.

| have greatly appreciated his help on
the Labor and Human Resources Com-
mittee as the ranking member. Senator
KENNEDY and | have worked together
to achieve this bill we are presenting
today.

| yield the floor.

Mr. FRIST addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Tennessee is recognized.

Mr. FRIST. Mr. President, | rise to
congratulate Senators KASSEBAUM and
KENNEDY for introducing what | con-
sider to be a fair, balanced, focused,
and excellent bill that will be to the
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benefit of over 25 million Americans. |
welcome this opportunity to focus
today on the Health Insurance Reform
Act.

The bill before us provides protection
for some 25 million Americans, who,
each year—it is a rolling number—are
at risk for becoming uninsured. Too
many Americans today have to live
each day with that fear of the loss of
health insurance for preexisting ill-
ness—for example, if they have heart
disease or if they have a stroke—and
for the lack of insurance portability
when they move from one job to an-
other job.

I commend Senator KAsseBaum for
her leadership in crafting this legisla-
tion because it truly is balanced, bipar-
tisan, and focused. There has been
much misinformation and misunder-
standing of what the provisions in this
bill truly accomplish. Its objectives are
very well-defined, very specific.

I reject the notion that this bill, in
any way, resembles, as has been al-
leged, or is similar to President Clin-
ton’s very large, massive, failed health
care plan. This bill is very different
and should not be confused with the
President’s. This bill contains the very
provisions which had broad, very bipar-
tisan support throughout the entire
health care debate.

The bill before us today proves that
we can move forward incrementally,
rationally, step by step, to fix the prob-
lems in our health care system today—
without a massive Federal Government
takeover of the entire delivery system.

I am a physician, and as we talk
about this bill and as we look at the
provisions of this bill, |1 see those faces
of hundreds—in fact, even thousands—
of patients who | have had the oppor-
tunity to serve in the past. Too many
of those faces, when | picture them, are
faces of terror, of fear, that one day
they will lose the insurance they have,
which they have purchased and that
they have been a player in purchasing,
historically, that they will lose it, and
that it will be taken away simply be-
cause they want to change jobs or
leave a group plan, leave an insurance
plan to go out and set up their own
business.

As the only physician in this body, I
do feel a very special responsibility to
speak out loudly, clearly, and force-
fully in support of those very practical
solutions and patient protection when
the Senate considers matters dealing
with these challenging issues of health
care. Each time | make a decision in
this body regarding health care legisla-
tion, | apply some very stringent tests
that go back to my experience as a
physician delivering care to individ-
uals, one on one, who need that care,
who depend on that care for their qual-
ity of life and for their well-being.

In my practice as a heart and lung
transplant surgeon, | shared daily the
obstacles that patients face. They tell
you about that every day in your of-
fice. For example, after a patient re-
ceives a new heart, has a heart trans-
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plant, and after they are ready to re-
turn to the work force and productive
lives, there is a huge barrier there
today, a barrier that, once we remove
it with this bill, will allow that indi-
vidual to live a more productive life, a
life more fulfilling, a better quality of
life. When | give a person a new heart
today, the next day they start asking
questions because they are petrified
that they are not going to be able to go
back to their old job, to go back and
get insurance if they decide to change
jobs.

They get trapped in a current situa-
tion for the rest of their lives because
of this lack of portability of insurance
coverage. The cost of their care, by no
fault of their own, restricts their free-
dom of movement within the work-
place.

I cannot help but to think back to
last July during our Labor and Human
Resources Committee when a man from
Oklahoma, Tom Hall, testified before
us. He reminded me so directly of the
hundreds of patients who have told me
this same story. He was denied individ-
ual coverage because of what we call a
preexisting heart condition. But it was
denied by the same insurer that he had
insurance with for the last 30 years. It
was denied because he wanted to go out
and start his own company. The insur-
ance company who he had worked with
for 30 years—the same person, the same
condition—when he wanted to go out
and start his own company, initially
denied that insurance. Eventually, yes,
he got that insurance. But, remember,
he had a heart condition. He got that
insurance, but it did not cover his
heart condition.

Well, this bill will address that. It
passed the Labor Committee unani-
mously and is currently supported by
well over half of the U.S. Senate. It
limits exclusions for preexisting medi-
cal conditions, it guarantees renewabil-
ity of health coverage, and it reduces
this concept of job-lock—being locked
in a job—by making health insurance
coverage portable from one job to an-
other. In other words, when this bill
becomes law, people like Tom Hall will
no longer be locked into jobs or pre-
vented from starting their own busi-
nesses for fear of losing their health
coverage.

As a doctor, there is nothing worse
than having a patient tell me that he
or she cannot afford health care due to
denial of coverage by an insurance
company. Tragically, over 1 million
working Americans have lost health in-
surance over the last 2 years. Over 80
million Americans have preexisting
conditions of some sort that could
make it difficult, if not impossible, for
them to maintain coverage when they
change jobs. Many of these people are
willing to pay the insurance premiums.
In many cases, those insurance pre-
miums could be costly. But they can-
not find coverage at any price.

As a physician and as someone who is
a real advocate of the free market sys-
tem, | find this unacceptable, uncon-
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scionable. People who are willing to
play by the rules—and again, this bill
addresses people who currently have
insurance coverage, who have paid in,
or had their employer pay in, and have
coverage. These are people who have
played by the rules in the system.
These people should not be denied the
opportunity to lead productive lives.

| applaud Majority Leader DoLE, who
has a long record of support for health
care reform, for bringing this bill to
the Senate floor. It is important to de-
bate, and it is important for us to take
this step and vote on this legislation.

Before | entered the public service as
U.S. Senator a year and a half ago, the
Senate had already debated and even
passed provisions almost identical to
this bill—debated and passed. Unfortu-
nately, as the scope of many of these
bills grew larger and larger, the sup-
port for the overall bill dwindled. As a
result, we are here today still debating
those long-awaited insurance reforms.

In closing, while this bill is not a
cure-all—and we should not pretend it
to be a cure-all, but it is a good first
step—it is incremental, it is straight-
forward, it is rationale, it is focused,
and it is direct. The bill will correct
many of those imperfections in the
market that we have today for health
insurance.

I am confident that this Congress
will be the one—this Congress will be
the one—to deliver these much-needed

reforms.

I thank the President. | yield the
floor.

Mr. ROCKEFELLER addressed the

Chair.

The PRESIDING OFFICER. The Sen-

ator from West Virginia.
PRIVILEGE OF THE FLOOR

Mr. ROCKEFELLER. Mr. President, |
ask unanimous consent that Greg
Jones, a legislative fellow in my office,
be allowed privileges of the Senate
floor.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ROCKEFELLER. Mr. President, |
want to congratulate the Senator from
Tennessee for the remarks just made.
There is really an extraordinary syn-
ergy between Senator KASSEBAUM and
Senator KENNEDY which has produced
this legislation. It is interesting.

I was home last week in my State,
and | was talking about this bill. As |
talked, a lot of the feelings that a lot
of us had 2 or 3 years ago began to
come back. When the larger com-
prehensive health legislation failed, it
was just pulled to the ground by Harry
and Louise, special interests, and other
things, there may be a feeling out
there in the land that, well, since that
did not pass, | guess things must be
going better. Of course, that is not
true. Things are really worse. The sys-
tem is in worse condition than it was
at that time, and people, | think, in-
creasingly know that.

| think what we have to do is wait for
a renewed demand, a broader demand, a
broader anger on the part of the Amer-
ican people so that they will speak to
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us with more clarity than happened in
the last go-around and we can respond.
But in the meantime, Senator KASSE-
BAUM and Senator KENNEDY saw an op-
portunity to take certain very specific
and important parts of this problem
and solve them, and they did so in a
way which was so successful and so
agreeable that the vote was unanimous
from that committee. The Labor and
Human Resources Committee has a
reputation for having a good deal of bi-
partisanship. But it is also a commit-
tee where there are sharp differences of
views and, therefore, the unanimity of
the vote | think is a very, very good
sign for the Health Insurance Reform
Act of 1995.

I think that we have to be fully
aware that people in this country des-
perately want and thoroughly deserve
the security that health insurance will
not disappear the way it does now. The
Senator from Tennessee was talking
about how he could see that fear in
people’s faces. | am not a physician,
but | hear that constantly in my State
of West Virginia. When it disappears, it
disappears cruelly. It disappears with-
out warning. It disappears often be-
cause people are simply just laid off be-
cause of downsizing or because of other
economic factors. It always affects, it
seems, millions of hard-working men
and women, people who are playing by
the rules every day. | think today is
our chance to really do something. |
think we can do our job for the West
Virginians, for the South Dakotans,
the Kansans, and other Americans ev-
erywhere who are out there doing their
job but still fear the loss of health in-
surance.

Health insurance is a little bit like
air. Sometimes you take it for granted.
All of a sudden it is not there. You
panic very quickly, and | think a lot
more Americans are doing that. Some
people, in fact, are estimating—a lot of
people are—that by the year 2000,
which is really only 3-plus years off,
that 50 percent of Americans who work
for a living—not 50 percent of Ameri-
cans but 50 percent of Americans who
work for a living—will not have health
insurance.

So, this problem just continues to
get worse and worse. Yet, the Labor
and Human Resources Committee has
made a substantial improvement if we
are able to pass this bill and if we can
do it without controversial amend-
ments. | will have more to say about
that as the day goes along.

I have, frankly, waited for this day
for a long, long time, and | am filled
with a sense of gratitude and a sense of
relief that we are finally, as a body,
going to do something which is mean-
ingful. If everything really goes well,
we may do this by the end of the night
or tomorrow night. But the point is we
really have a chance to do this.

I do not know of a great deal of criti-
cism about this bill on the part of my
colleagues. Relatively few people on
the outside are criticizing it, and,
therefore, | have a good feeling about
it.
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The so-called Kassebaum-Kennedy
bill, the Health Insurance Reform Act,
would establish some of the most fun-
damental and far-reaching changes in
health insurance since the creation, in
fact, of Medicare and Medicaid in 1965.
I, therefore, again salute the two Sen-
ators, the chairman and the ranking
member, for their really inspiring bi-
partisan partnership in crafting and
advancing this very important legisla-
tion. | think we all remember, as I in-
dicated—it seems like a long time ago,
but it really was not—that there was a
mighty debate in this body about guar-
anteeing health insurance for every
man, woman, and child in this country.
| believe that must still be the goal and
the vision for America. | believe that
as strongly as | did at the time. | be-
lieve in that even more strongly as |
watch what is happening to more and
more people as they lose their health
insurance even though they are work-
ing.

Mr. President, that comprehensive
effort at that time to reform our coun-
try’s health care system was stopped.
But, again, the problems of losing
health insurance continue. That is why
in a sense we have won, through the
good work of Senator KAsseBauM and
Senator KENNEDY, we have won an-
other chance to enact something which
is really meaningful in the way of
health care reform. The people of our
States are still writing, calling, visit-
ing, and asking for help. | am going to
do whatever | can to make sure that we
do not let this opportunity pass us by—
that we will not fail on this and that
we will make a real difference in peo-
ple’s day-to-day lives.

That is why we simply have to also
exercise restraint and not kill this bill
with extra baggage. It is tempting, but
it cannot happen. Amendments, wheth-
er they are well-intentioned or not,
which are controversial will have the
effect of bringing this bill down, and we
all know that. We have to be very care-
ful as we go through this exercise that
we do not accept controversial amend-
ments.

I think this bill is going to solve
some really horrible problems for real
people. So why would we accept con-
troversial amendments which we might
otherwise support, as the Senator from
Massachusetts said, when it could pull
down the chance to do something real-
ly good for a lot of people?

During debate on comprehensive
health care reform several years ago,
many of my colleagues—especially
those on the other side of the aisle—
said repeatedly that we should only
enact those health reforms on which
there is a strong bipartisan consensus
and support. Well, here we have it.
Here we have that piece of legislation.
That is the precise description of this
bill, S. 1028, which is before us today. It
was so carefully crafted by the chair-
man and the ranking member; it came
out of the committee by unanimous
vote; it is a bill which should be sent to
the President for his signature, and |
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am certain, although one never knows,
that he would sign it.

Loading up this bill with extraneous
provisions which will please certain
special interests but only delay enact-
ment of health reform just does not
make any sense at all. So, Mr. Presi-
dent, | intend to join the floor man-
agers of this bill and Minority Leader
DASCHLE in opposing any controversial
amendment that will delay enactment
of this bill—any controversial amend-
ment, even if it means voting against
amendments that, as | have indicated
and so have others, have merit on their
own and | would fight to enact in other
terms and other circumstances. We
cannot be distracted from the basic
purposes of this bill, which are terribly
important.

Almost 40 million Americans lack
basic health coverage today. It is going
up about a million plus every year, Mr.
President. It has been doing that regu-
larly, and it will continue to do that,
perhaps at an accelerating rate. One
cannot be sure. Most of the people who
are not lucky enough to have health
insurance, with cards in their wallets
or back pockets, are in fact the people
we revere and honor in this body, and
that is they are the hard-working, mid-
dle-class families who are victims of
layoffs and downsizing or just plain
profit gouging.

This country offers the best health
care in the world. Nobody has ever de-
nied that. It is terribly true. Unfortu-
nately, that health care continues to
be beyond the reach of too many of our
fellow citizens who do not deserve that
lot in a country that is as outstanding
and great as ours.

As both Senator KASSEBAUM and Sen-
ator KENNEDY said, this bill before us
today will not solve all of the problems
in the health care marketplace. | think
it was Senator KasseBaum who said
that the so-called guarantee issue, or
guaranteed coverage, for that matter,
for every man, woman and child in this
country has not diminished. The bill is
not going to solve it.

I still believe it is a fundamental
right for each and every one of us, not
just for those who can afford it or are
healthy enough to keep insurance com-
panies profitable. But again, the ma-
chinery of our health care system is
breaking down, and this bill helps sub-
stantially. If we cannot therefore enact
a complete overhaul, if we are not
going to be able to do that in this ses-
sion, we must enact the individual
fixes and the individual reforms that
will at least keep the engine of this
system running.

Evidence of this need for an overhaul
of our health care system is every-
where. It is found in the emergency
rooms of our public hospitals, collaps-
ing under the demand of the growing
millions who need medical treatment
but cannot pay for it. It is found in our
schools where far too many children go
without immunization and preventive
care. It is found in the rooms of our
nursing homes with so many residents
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being uprooted from their homes and
neighborhoods because of their inabil-
ity to afford community-based alter-
natives. They are forced onto Medicaid.
They are institutionalized because
their savings have been exhausted, and
on and on.

Mr. President, individuals and fami-
lies go uninsured for several reasons.
Often health insurance coverage is sim-
ply not available, or what is available
is not affordable. The effect is the
same. Health insurance often lapses
after a worker is laid off and COBRA
extensions that affect certain larger in-
dustries have expired.

Entrepreneurs who leave their jobs to
start their own businesses, which is
what we glory in America—IBM used
to have it all and then people started
going out and creating all kinds of
other things. That is what we do in
America. We are a country of entre-
preneurs. Entrepreneurs who have to
leave their jobs or want to leave their
jobs to start their own companies be-
cause they think they have a better
idea are sometimes unable to convert
their group health insurance policies to
an individual health plan, and, even
more tragic, insurance coverage is
often terminated by an insurer just
when that insurance policy is needed
the most, when an individual or a fam-
ily member experiences a really seri-
ous, devastating illness or disability.

How reliable is a guarantee, so to
speak, of health coverage when the
health plan issuer acts in its own self-
interest or cuts the safety line by ei-
ther terminating a policy or increasing
the premiums beyond the ability of the
individual to pay, thus, in effect, ac-
complishing the same end—cutting
that person off.

The Health Insurance Reform Act of
1995 makes significant strides to ad-
dress each of these two problems, and
that is why it is such a good bill and
needs to be passed. The Health Insur-
ance Reform Act will strengthen the
safety net for millions of Americans by
improving portability and security of
private health insurance, especially in
the small group and the individual in-
surance markets. | support this bill be-
cause | personally have heard the sto-
ries of hundreds of West Virginians
who have fallen between the cracks of
our health care system.

Mr. President, 1 wish to just give
three personal examples that | know of
and then end with a statement from
the White House.

Mr. President, | want to start—and
these are all people who would be
helped by this bill, and the examples
are so many—with one Norma
Schoppert, who lives in Piedmont,
WV—not large, near the top of our
State. Several years ago, she developed
diabetes. Lots of people do. When her
husband was working, Mrs. Schoppert
was covered by the health plan offered
by his employer. That is understand-
able. But then he retired in 1991 and be-
came eligible for Medicare. When that
happened, she was able to extend her
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own health insurance coverage for 3
years because of the COBRA provisions
that affected his health insurance, and
thus she was able to pay monthly pre-
miums of $354 and continue full health
insurance coverage under COBRA for 3
years. But that only lasted from 1991 to
1994, those 3 years.

Mrs. Schoppert was offered an indi-
vidual policy when her COBRA exten-
sion expired at a monthly premium,
Mr. President, of $1,800. So you under-
stand the effect, $354 in the COBRA ex-
tension, $1,800 without it. In effect, ob-
viously, she could not pay that. She
could not afford to pay this amount, so
she has now no medical coverage at all.
And unless the system is reformed, she
will have to go without insurance until
she qualifies for Medicare, which is
still 3 years away.

Now, Mr. President, that means, as
the Senator from Tennessee indicated,
3 more years of anxiety, 3 more years
of fear, worrying about the risk of los-
ing everything that she and her hus-
band worked all of their lives to build.
And we say that sentence so easily; it
just rolls off our tongue. But these are
gigantic tragedies in the lives of real
people.

Second example. Juanita Taylor of
Elkins, WV. Just a few years ago, she
was a hard-working employee at Davis
& Elkins, which is the local private
college, but then she developed mul-
tiple sclerosis. She kept right on work-
ing, struggling to overcome the ad-
vancing weakness that her illness
caused her. When she was, in fact, real-
ly too weak to meet the demands of her
job, she lost her job and eventually the
health insurance that had provided.

Her neighbors and her friends pitched
in to help her pay for a wheelchair, so
that she could stay connected and in-
volved with her community, so that
her morale would be better.

Those friends and neighbors told me
that she was forced to pay out-of-pock-
et costs of $1,000 per treatment to help
slow the advance of her multiple scle-
rosis. How many people can pay $1,000
per treatment? Although she now has
Medicare, her medical expenses ate up
all of her savings. Juanita Taylor cou-
rageously faced and fought a ravaging
disease, only to be victimized by a sys-
tem that cared more about how much
money she had in her pocket than it
did, quite honestly, about her health
condition.

But the final story, and the saddest
one of all, it seems to me, comes from
Falling Waters, WV, which is in Berke-
ley County. In 1990, Walter McPeak and
his wife, Karen, were granted custody
of Mr. McPeak’s two sons, Anthony and
Thomas. They wanted these boys. Both
the boys have severe hemophilia and
hepatitis, as well as the social and the
emotional difficulties that come from
living in constant fear that even the
slightest injury could result in terrible
trauma or instant death.

At the time the boys came to live
with them, both Walter and Karen
McPeak were employed in high-paying
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management jobs. Together they
earned a little over $80,000. But their
employer’s health plan would not issue
coverage for Anthony or for Thomas.
Their need for special clotting factors
and other treatments means medical
costs of several thousands of dollars
each week.

So it was not long before the McPeak
family had used up all of their savings.
They had to sell their house and then
they sold their first car, and then they
sold their second car, but still the costs
climbed and there was no help in sight.
When they tried to apply for Medic-
aid—which you can imagine they did
not want to have to do—because Medic-
aid would have helped pay for their
sons’ treatments, they were told that
their family income was too high for
the boys to be eligible for SSI, which
would automatically make them eligi-
ble for Medicaid.

So, what choice did Walter and Karen
McPeak have to make? In order to
qualify the boys for SSI, which was
their moral and parental responsibil-
ity, they gave up their management
jobs, both of them, over $80,000 a year,
and took minimum wage, unskilled
jobs so their income would not exceed
allowable limits for them to qualify for
SSI and hence Medicaid.

This is a tragedy and this is a trav-
esty. It should never happen in Amer-
ica. Anthony and Thomas got health
insurance; yes, they did. But the
McPeaks lost their savings, their
home, their car, their jobs, probably a
good deal of self-esteem—although not
on a moral basis; and their employers,
of course, lost two highly skilled man-
agers. So we must pass health insur-
ance reform in the form of this bill.

The bill we are considering is not a
perfect solution and nobody has made
that claim. But it will go a long way
toward ensuring that working Ameri-
cans and their families are able to keep
the health insurance that they have, if
they lose or if they change jobs. This
legislation will mean that families like
the McPeak’s, who have children with
special needs, will have the protection
and have the security of insurance cov-
erage. And it will mean that talented
and hard-working individuals with new
and creative ideas, entrepreneurs, will
be free to go out and start their own
businesses, because of this reform bill,
without the fear of losing their health
insurance.

Again, | thank and congratulate Sen-
ators KAsseBAuM and KENNEDY for
their enormous leadership that gives us
this historic—and it is historic—chance
to do something that Americans de-
serve and want so badly. | conclude
with a statement of administration
policy. This is just for the edification
of the membership.

| read from the administration’s lat-
est statement of administrative policy:

Certain provisions included in the House-
passed bill are so controversial and so poten-
tially damaging to the health care system
that they jeopardize enactment of the insur-
ance reform that Americans want signed
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into law this year. Specifically, the inclusion
of amendments that, one, provide for medi-
cal savings accounts, MSA'’s; two, deregulate
multiple employer welfare arrangements—
MEWA'’s; three, impose federally defined
caps on punitive and noneconomic medical
malpractice awards; four, undermine Medi-
care fraud and abuse efforts; and, five, weak-
en the ban on the sale of duplicative insur-
ance policies to the Medicare beneficiaries,
would call into question the seriousness of
the commitment of the Senate to health in-
surance reform this year.

The administration views such provisions
as an effort to undermine a bipartisan con-
sensus on health reform. If such amendments
are adopted, they would create a grave risk
to the passage and enactment of this biparti-
san legislation.

Mr. President, | yield the floor.

Mr. KENNEDY addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts is recognized.

Mr. KENNEDY. Mr. President, |
thank my friend and colleague from
West Virginia for an excellent presen-
tation on the current legislation and
also for his really extraordinary leader-
ship on the whole health care issue. As
he mentioned, he was right in the van-
guard of leaders when we debated the
more comprehensive program over a
year ago. | think he is tireless, as a
member of the Finance Committee, in
pursuing good health care policy. So |
thank him for his comments. | am very
hopeful he will be involved during the
course of debate on this measure, be-
cause he brings great interest and
knowledge to his comments.

Mrs. KASSEBAUM addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Kansas.

Mrs. KASSEBAUM. Mr. President, |
second those observations. Senator
ROCKEFELLER has cared for a long time,
as well, about a wide breadth of health
issues, particularly as regards to chil-
dren. | ask unanimous consent that the
Senator from New Mexico [Mr. DOMEN-
Ici] be added as the 66th cosponsor of
the bill before us.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mrs. KASSEBAUM. The next speaker
is the leader of the Republican health
care task force. Senator BENNETT has
been a very, very strong and construc-
tive Member of the Senate, working
with health care issues. | have cer-
tainly valued his advice and support in
this endeavor.

The PRESIDING OFFICER. The Sen-
ator from Utah.

Mr. BENNETT. Mr. President, |
thank the Senator from Kansas for her
kind and generous words. It has been
an interesting odyssey for me to get in-
volved in the health care issue. It came
up in the 1992 campaign, when | ran for
the Senate in the first instance. | must
confess, the first time the question
came up | was pretty much stumped for
any kind of an answer as to what we
ought to do on health care. | do not
like being stumped for an answer, so |
have plunged into this issue ever since
I have been in the Senate, and the
more | get into it, the more certain
things become clear.
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One of the things that is very clear is
that we need insurance reform now. It
is something we can do now. And we
should be careful not to attempt a
complete overhaul of the system just
to get insurance reform. That was one
of the errors, in my view, that was
made strategically by the President of
the then majority party in the last
Congress.

I always said, and repeat again, that
the President deserves credit for hav-
ing raised this issue. It is such a thorny
issue that the instinct of most politi-
cians is to flee from it. | learned in the
days when | was working with the Con-
gress, before | came here, that all you
needed to do in order to defeat a bill
was, not convince Congress that it was
a bad bill, all you had to do was con-
vince them that it was a controversial
bill and they would flee from the con-
troversy. So | salute the President and
have always done so, since coming to
the Senate, for his courage in raising
the issue.

But in the last Congress, | seriously
departed from the President because of
his insistence that the entire system
had to be fixed at once with a single
bill and a single Congress. | thought
that was the height of arrogance and,
ultimately, it proved to be impossible.

I remind people that the Clinton
health care plan was not voted down in
the 103d Congress. It simply died, col-
lapsed of its own weight, and a vote
was never taken on it because it could
never be put together in such fashion
that it was ready for a vote.

So | commend the Senator from Kan-
sas and the Senator from Massachu-
setts in their willingness to say, ‘“‘Let’s
step aside from the attempt to do ev-
erything in a single bill. Let’s pick out
the most pressing problems and see if
we can address those.”

Those of us who tried to put forth
this strategy in the last Congress were
attacked as incrementalists, and we
were denounced as being insufficiently
compassionate and concerned. | do not
know anybody in this body who is more
compassionate and more concerned
than the Senator from Kansas. | stand
now to say that the incremental ap-
proach that we proposed in the 103d
Congress is now bearing fruit in the
104th, primarily due to her leadership
and her compassion and her concern.
So | am delighted to be a cosponsor of
the bill and to participate in this de-
bate.

I do have to make a few general ob-
servations, however, before | get into
talking about this bill, so that people
who have heard me on health care in
the past will know that | have not
abandoned those observations.

I believe that we have the system
that we have in the country today pri-
marily because of the tax laws in this
country. We have a system that is dis-
torted, for a whole series of reasons.
Not to go through the whole litany but
to, again, lay down certain principles
so that | am not accused of abandoning
them, we have not one health care sys-
tem in this country but two.
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The first one is the delivery system,
and it is run by doctors and nurses and
hospital administrators and research-
ers and research hospitals and founda-
tions and all of the rest of it, and it is
dedicated to delivering the finest
health care medical result for our citi-
zens as possibly can be.

The second system is the payment
system, and it is run by insurance com-
panies and adjustors and, to a very
large extent, the Federal Government.
Forty percent of the health care bills
in this country are paid by the Federal
Government.

The payment system, to a certain ex-
tent and certainly to a larger extent
than is proper, in my view, distorts the
delivery system. Delivery system deci-
sions are made on the basis of payment
system decisions, and that is where we
get into all of the difficulty, in my
view.

If we could devise a way that the de-
livery system goes forward with the
focus primarily on producing the best
medical result for the patient, undis-
torted by the payment system, we
would have the ultimate circumstance.

If I may give us an example—I realize
it is not perfect, but it is one we ought
to look at—I have been in Shriners hos-
pitals. The Shriners raise every dollar
that they spend for health care, which
means that they do not interface with
a single insurance company or a single
Government bureaucrat. They simply
raise the money to pay the bill for the
kids, and they make the decision as to
what will be done in a Shriners hos-
pital solely and entirely on the ques-
tion of medical need.

Here is the result of not having to
deal with insurance companies or the
Government at the Shriners Hospital
in Salt Lake City: The cost per day,
per-bed night, or whatever the appro-
priate medical term is, in the Shriners
Hospital in Salt Lake City is $95. What
could we do in medical costs if the per-
night cost in a hospital were $95 for
every 24-hour period?

The administrative costs of running
the Shriners hospital system are 4 per-
cent, which means that 96 percent of
every dollar they raise to take care of
the medical needs of these kids goes to
the kids and only 4 percent goes to ad-
ministration.

That is what happens when you do
not have to deal with an insurance
company or with the Government bu-
reaucrat. That is the goal for which we
should aspire somewhere out there to
clean up the enormous costs and com-
plexity of the system in which we are
engaged.

I think the answer to that lies in re-
structuring our tax laws in the way we
deal with health insurance. That is a
speech | have given before; it is not a
speech | will give today, but | lay that
down because | do not want anyone
who is listening to me to think that for
one moment | have abandoned that as
my ultimate goal: To get to the cir-
cumstance where we clear up the enor-
mous complexities that now beset the
whole health care issue.
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That having been said then, Mr.
President, let me address S. 1028 and
my support for it. As | said at the out-
set, | believe in the incremental ap-
proach. | believe that when you are
dealing with a trillion dollars’ worth of
economic activity, trying to fix it all
at once with a single piece of legisla-
tion is a major mistake, and | think we
learned that lesson in the 103d Con-
gress.

The most pressing issue for most
Americans is the question of job lock,
the question of insurance through the
employer keeping people tied to a par-
ticular employer or to a particular job.

During the campaign, whenever this
came up, | had a little exercise | would
go through, and it never failed to
produce exactly the same result. As
people would turn to me and say,
“What is the biggest problem with
health insurance,” | would answer with
a question. | would say, ‘“How many of
you here know of someone—either
yourself, a member of your family, or
friend—who is locked in a job he or she
hates because he or she is afraid to lose
health insurance?”’

I would just sit back and watch the
hands go up, and they would always go
up in sufficient number around the
room to make my point: That port-
ability of health insurance is, for most
Americans concerned with this issue,
the No. 1 challenge, and portability of
health insurance is at the core of S.
1028.

If we can make it possible for people
to ultimately control their own destiny
and not be under the control of their
employer, then we have solved the
problem for many, many Americans.

I am not one who subscribes to the
statistics about the tremendous num-
ber of uninsured. | point out that for
most of the uninsured, they are just
passing through that category. | give
this example.

In my own family, I have a son who,
when he turned 24, went off the family
policy. The insurance company says he
should be through with school at age
24. 1 said, ““I agree with you he should
be through with school at age 24, but
he’s not, so what do we do?”’

Well, 1 called him up and said, “‘Jim,
go down to the student health center
and sign up for the student health pol-
icy at the University of Southern Cali-
fornia.”

He said, ‘“‘Sure, dad, I'll take care of
that.”

Those of you who have children know
that it took about 6 months for him to
finally get around to taking care of
that. During that 6-month period, he
was one of those statistics of the unin-
sured. He had gone off my policy be-
cause he was too old to be a dependent
and he had not gotten around to sign-
ing up with the other, and so he ended
up in that statistical pool of the unin-
sured.

Frankly, it is not my son, Jim, we
are worried about here. It is the people
who, in that statistical pool, have a
real problem.
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I raise that only because | think it is
unfair to use the huge statistical num-
ber of 37 or 40 million or whatever it
may be, to try to highlight the problem
that is really severe and significant for
roughly a third or even a quarter of
that number. But the people who are in
that quarter, the 10 million, whatever,
have real problems, and this bill ad-
dresses those problems.

We should understand that this ter-
ror of losing health insurance that has
caused job lock can become more than
just a personal problem for the individ-
ual involved. It can have consequences
throughout the entire economy.

The Senator from West Virginia
spoke about the entrepreneurs who
leave a secure business to go start an-
other one. | have been one of those en-
trepreneurs and had the experience of
walking out of a secure company where
I had health insurance, being told,
“OK, you have COBRA coverage for 18
months, and in that 18-month period,
good luck in lining up some other kind
of health insurance.”

I was able to line up another kind of
health insurance for me, but discovered
a very difficult problem. My secretary,
who left with me when | left the com-
pany to start my own activity, was
also covered by COBRA, and in that
COBRA period while we were putting
together a health insurance plan for
our little tiny company—just the two
of us; we were the only two employ-
ees—she came into my office one day
and said she had to see a doctor, she
was not feeling well. She came back
from the appointment and said, ‘I have
a brain tumor. It is operable. It can be
handled, but the problem of dealing
with it is going to take a timeframe
longer than the 18 months of COBRA.
What are we going to do?”’

I will not bore the Senate with the
details. We were able to solve the prob-
lem. We were able, through the State
of Utah and some of the things that it
does on health insurance, to find an in-
surance pool that would accept her.
But | saw firsthand how difficult that
can be. People who are normal and
healthy and have no problems at all in
the 18-month period of COBRA are sud-
denly faced with this kind of cir-
cumstance.

So that is why | have joined in co-
sponsoring S. 1028. It is focused on a
single problem. It is not an attempt to
solve all of the issues simultaneously
and thereby get gummed up in all of
the challenges that face our health in-
surance and health care problems. It
deals with the most pressing problem
for most Americans who fall in this
category. It does so in such a way that
it does not close the door to the kinds
of solutions I want to see down the
road. It does not close the door to the
kind of tax reform that I think will ul-
timately bring us the ultimate health
care solution.

So, for those who say, ‘““Well, Senator
BENNETT, you have been a voice for the
entrepreneurial approach, the market
approach, and don’t endorse anything
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until you can restructure everything,”’
| say, we have not got that luxury. We
have to deal with the problem of job
lock, the problem of portability of
health insurance as quickly as we can,
even as we have these other discussions
for the solution a long way down the
road.

Again, Mr. President, | congratulate
the Senator from Kansas for her lead-
ership and her tenacity. | say, as | have
said before, that the loss of her mem-
bership in this body will be keenly felt.
She brings an aura of civility and intel-
ligence, combined with a tenacity and
a sense of steel in her back that some-
times her pleasant exterior will cause
people to misjudge. We have been hon-
ored with her service in the Senate. |
think this will be a monument to her
service in the Senate. | am delighted to
be one of those who raises a voice in
support of that concept. Mr. President,
I yield the floor.

Mrs. KASSEBAUM addressed the
Chair.
The PRESIDING OFFICER (Mr.

FRIST). The Senator from Kansas.

Mrs. KASSEBAUM. Mr. President, |
would like to express appreciation to
the Senator from Utah, who gave such
a very thoughtful opening statement, |
think, by example, showing concretely
why the provisions of this bill are im-
portant. | know that the majority lead-
er, the senior Senator from Kansas, has
also over the years been cognizant of
the very things that Senator BENNETT,
as the leader of the Republican health
care task force, spoke so eloquently
and sincerely about. | am very appre-
ciative.

Mr. DOLE. Mr. President, | under-
stand there are a number of my col-
leagues who wish to make opening
statements. | just want to indicate
that | am prepared to offer the so-
called tax amendment. We are trying
to get some agreement that is accept-
able on both sides as far as a motion to
strike one provision of that. So | ask
unanimous consent that, following
opening statements, | be recognized to
offer the amendment.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

Mr. CHAFEE addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Rhode Island.

Mr. CHAFEE. First of all, I would
like to thank the distinguished Sen-
ator from Vermont for permitting me
to go ahead of him. | know he has been
waiting. | assured him my statement
would be brief, so | am going to be held
to that.

Mr. President, | would like to take
this opportunity to reaffirm my sup-
port for the Kassebaum-Kennedy
health reform legislation. The sponsors
of this legislation have worked for a
number of years to enact reforms in
the private insurance market. | ap-
plaud them for their considerable ef-
forts in bringing this legislation to the
floor.

It is interesting to note this legisla-
tion is quite similar to that which
Senator Durenberger first presented in
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the Finance Committee, as | recall, or
perhaps in the Labor Committee sev-
eral years ago. Although he has left the
Senate, | think he would be pleased to
know we are making progress with the
legislation he was so involved with.

In the wake of attempts in recent
years to completely overhaul our
health care system, this legislation has
been characterized, as the distin-
guished Senator from Utah noted, as
incremental. It has been criticized as
even meager. But | urge my colleagues,
as the Senator from Utah noted, not to
underestimate the importance of this
legislation.

One of the major failings of our
health care system in this country is
the difficulty thousands of Americans
face each year when they change jobs
or look for new jobs. But they find they
cannot change jobs because they will
no longer be eligible for health insur-
ance. This is what is known in the
trade as ‘“‘job lock.” This problem for
many Americans would be addressed
under the Kassebaum-Kennedy bill. In-
surers would be required to offer cov-
erage, with no preexisting condition
exclusions, for those moving from one
group plan to another or from a group
plan to an individual plan.

I expect, Mr. President, we will see
many amendments to this proposal,
many of which | have supported in the
past. Though laudable, these additional
provisions could jeopardize the more
immediate and important goal of en-
acting insurance market reforms.
Those of us who worked to enact
health care reform 2 years ago know all
too well the consequences of attempt-
ing to do too much with respect to
health care reform. We failed to enact
comprehensive health care reform in
1994. You try to do too much and you
end up getting nothing. We have been
through that experience, Mr. Presi-
dent, not only with the health care
measure that we tried in 1994, but in
other efforts in the past.

In the last 2 years, over a million
Americans lost their health insurance
coverage. Although this proposal, the
Kassebaum-Kennedy proposal, does not
include many of the health reforms
which | advocated 2 years ago, | strong-
ly support its enactment as a sound
first step toward reform and improve-
ment in our Nation’s health care sys-
tem.

So | congratulate the two principal
cosponsors of this legislation and am
delighted to be listed as a cosponsor
myself. | thank the Chair.

Mrs. KASSEBAUM. | thank the Sen-
ator from Rhode Island. He, too, has
been a long-time worker in the vine-
yards of health care, a staunch leader
in the last Congress to find some an-
swers and to bring people together to
present health care reform. | value his
support in helping us work through the
language in this bill.

Mr. JEFFORDS addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Vermont.
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PRIVILEGE OF THE FLOOR

Mr. JEFFORDS. Mr. President, first,
| ask unanimous consent that Theresa
Stathas, a fellow in my office, be
granted the privilege of the floor for
the duration of the consideration of S.
1028.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. JEFFORDS. Mr. President, | rise
today in support of the Kassebaum-
Kennedy bill. Before | do that, | want
to express my deep appreciation for the
efforts that were put in, in 1994, by
Senator CHAFEE, in trying to reach a
consensus on what we can do to move
health care forward. We worked long
and hard, many of us, and the issues
which we are involved with today in S.
1028 were some of those which gave us
the greatest concern.

I also want to thank Senator BEN-
NETT for his work with the Republican
task force on health care. His work has
been invaluable to us as we move for-
ward to try and find, again, the kind of
consensus that is necessary to get us
good health care reform. What a re-
freshing experience it is to have Sen-
ator Frist with us, who has given us
the invaluable knowledge of a practic-
ing physician, who kept us from going
too far astray in our efforts. It is won-
derful that we have this kind of a coali-
tion. Senator ROCKEFELLER, who | have
worked with, also, is so helpful in the
health care reform area.

I am beginning to feel confident that
we will do something constructive here
in health care reform, and hopefully it
will happen in the next few days. Of
course, my chairman and my ranking
member, Senator KENNEDY, who both
have shown outstanding leadership in
getting our committee to come out 16
to 0 on a bill, this is a miracle in itself.
I am deeply appreciative of all their ef-
forts.

I rise in support of the Kassebaum-
Kennedy Health Insurance Reform Act.
If we send this legislation to the Presi-
dent, the 104th Congress will be remem-
bered in history for taking the first
steps toward real market-based health
care reform. Market reform is not as
easy as it may sound, for the simple
reason you must take into consider-
ation the State’s responsibility for reg-
ulating insurance versus the Federal
responsibility for regulating ERISA,
employee benefit plans.

That word, ERISA, is one that trou-
bles many. The reason it troubles peo-
ple is because there is not much there.
We have the authority and the respon-
sibility to provide good health care
conditions for the self-funded plans,
but we have exempted the self-funded
plans from State regulations. That is
why we are here today and why this is
an important move forward.

Finding the right balance between in-
surance regulation and employee bene-
fits, while trying to incrementally re-
form the market, is something like
mastering the Rubic’s cube. Just when
you think you have all the sides lined
up, you find out one square is out of

S3519

place. Last August, the Labor and
Human Resources Committee lined up
that Rubic’s cube and it all seemed
right with the world.

As | mentioned, in a unanimous 16 to
0 vote, the committee voted favorably
on S. 1028, the Health Insurance Re-
form Act of 1995. | must commend the
chairman and the ranking member for
that incredible feat. It is not an easy
task putting together a health care re-
form bill that every member of the
committee can vote for, but it hap-
pened. The Health Insurance Reform
Act makes great strides in addressing
many of the problems in the insured
market and also begins to level the
playing field in the self-funded ERISA
market by apply the same national
rules to both segments of the market-
place.

Chairman KASSEBAUM’s approach
from the beginning was to build a bill
around two areas of consensus—port-
ability and elimination of discrimina-
tory treatment of preexisting condition
rules. The Kassebaum-Kennedy bill
provides Americans the security of
knowing that their health insurance
will be portable from job to job and
that all people who have insurance
today will be able to purchase afford-
able insurance tomorrow even if they
get sick. That is a critical phrase—
even if they get sick, or change or lose
their jobs.

This is accomplished by converting
the rules in today’s insurance market
which reward excluding people into
rules where health plans can take all
comers. There is a tendency to want to
exclude sick people, naturally. You
make more money if that happens.
This will step in and say, ‘‘Hey, no.” S.
1028 provides much-needed improve-
ments at the national level, but at the
same time allows States the flexibility
they need to move ahead in their own
reform efforts.

As we attempt to make coverage
more widely available, we must also
not lose sight of affordability, particu-
larly in a market where employers and
individuals are not mandated to pur-
chase insurance. We must be very care-
ful as we reform the insurance market,
because if we are not, reforms that we
hope will reduce costs and improve ac-
cess may do just the opposite.

How is this possible? Today, over 92
percent of the people who have private
health coverage are part of a group—92
percent are part of a group. Most of
these people get it through their em-
ployer under an ERISA health benefit
plan. The key concern regarding
ERISA is the risk segmentation that
occurs in the private market due to the
preemption clause. ERISA preemption
effectively blocks States from regulat-
ing most employer-based health plans.
ERISA preempts States from being in
this area.

Although many employers still pur-
chase health coverage from a State-
regulated health insurer that is subject
to State insurance regulation, em-
ployer plans that cover 44 million peo-
ple have elected to self-fund and avoid
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the State insurance laws. These laws
deal with financial solvency, market
conduct, benefit coverage, and pre-
mium taxes. States impose taxes on in-
surers for general revenues, as well as
for financing specific programs like
State guaranty funds and high-risk
pools.

Preemption made a lot of sense 20
years ago when the multistate employ-
ers and unions were looking for a way
to offer uniform benefits to employees
throughout the country. Most of the
plans were offered through insurers.
Most of the plans were offered through
insurers. As States started to weigh
down the insured market with man-
dated benefits, employers saw self-
funding as a means of flexibility and
plan design.

These are two reasons why employers
have left the insured marketplace. In a
preliminary report | just received from
GAO, the estimated additional costs of
these mandated benefits range from a
high in Maryland of 22 percent addi-
tional cost and low in lowa of 5 per-
cent.

Mr. President, | ask unanimous con-
sent that excerpts of the GAO prelimi-
nary estimate be printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
Record, as follows:

GENERAL ACCOUNTING OFFICE,
Washington, DC, April 15, 1996.
Hon. JAMES M. JEFFORDS,
U.S. Senate.
Washington, DC.

DEAR SENATOR JEFFORDS: The Congress is
considering proposals intended to enhance
the availability of health insurance. This de-
bate has led to specific questions about the
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state regulation of health plans, including
mandated benefit laws. In particular, you
asked us to provide information on—

1. state requirements affecting fully in-
sured health plans and how they compare
with federal requirements affecting self-
funded health plans,

2. the number of states that have enacted
particular mandated benefit laws,

3. estimates of the costs of mandated bene-
fits in particular states, and

4. the extent to which commonly mandated
benefits are provided by self-funded health
plans that are exempt from state laws.

This letter provides interim information
based on our ongoing work for you on the
factors affecting the costs of state health in-
surance regulation. As part of this effort, we
interviewed officials from the National Asso-
ciation of Insurance Commissioners (NAIC);
several state insurance commissions; and na-
tional organizations representing actuaries,
health insurers, and self-funded employers.
We reviewed documents and used data pro-
vided by these groups as well as available
studies on mandated benefits. In addition, we
included and updated information from pre-
vious GAO reports on state insurance regula-
tion and the Employee Retirement Income
Security Act of 1974 (ERISA). Our review was
conducted between January and March 1996
in accordance with generally accepted gov-
ernment auditing standards. We expect to
issue a report to you later this year that will
provide a more detailed analysis of the fac-
tors affecting the costs of state health insur-
ance regulation.

RESULTS IN BRIEF

We found that states have an average of 18
mandated benefits that health insurers must
cover but the number of mandated benefits
varies from a low of 6 in Idaho to a high of
39 in Maryland. However, assessing the costs
of mandated benefits is difficult because
their impact varies depending on state laws
and employer practices. Published studies
provide a range of cost estimates. For exam-
ple, a recent study found that Virginia’'s
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mandated benefits accounted for about 12
percent of claims costs; earlier studies esti-
mated that mandated benefits in Maryland
cost 22 percent of claims and in lowa cost 5
percent of claims. In general, cost estimates
are higher in states with more mandated
benefits and in states that mandate more
costly benefits, such as mental health serv-
ices and substance abuse treatment. We also
found that self-funded health plans often
offer similar benefits, even though they are
exempt from state-mandated benefit laws.
For example, a survey by KPMG Peat
Marwick found that a large percentage of
self-funded health plans offer benefits simi-
lar to those mandated for health insurers in
many states.

REGULATORY FRAMEWORK DEPENDS ON WHETH-
ER A HEALTH PLAN IS FULLY INSURED OR
SELF-FUNDED

While states are able to regulate health in-
surance, state regulation does not directly
affect everyone with private health cov-
erage. ERISA preempts states from directly
regulating employer provision of health
plans. This results in a very different regu-
latory framework depending on whether an
employer purchases its health care coverage
from an insurer that the state regulates or
self-funds its health plan is not directly af-
fected by state regulation.t

States focus their regulation on the finan-
cial soundness of insurers and their market
conduct, including benefit coverage. In addi-
tion, states impose taxes on insurers for gen-
eral revenues as well as for financing specific
programs. While federal requirements in-
clude fiduciary and other responsibilities, in
many other areas no federal requirements
exist for self-funded health plans that are
comparable to state requirements for health
insurers. In particular, self-funded health
plans are exempt from state laws that man-
date insurers to include coverage for specific
benefits. Table 1 companies the requirements
that fully insured and self-funded health
plans must meet.

TABLE 1.—COMPARISON OF RELEVANT STATE AND FEDERAL PROVISIONS AFFECTING FULLY INSURED AND SELF-FUNDED HEALTH PLANS

State insurance regulations affecting fully insured health plans

ERISA provisions affecting self-funded health plans

Financial requirements:

LICENSING ..vvvvvvvvieiie e

Financial SOIVENCY ...........couverrvveeeremnerrenens

Rate TeVIEWS .......ccoovevevevsrssscsesnsrssenennnniniens

Market conduct requirements:
Plan benefit coverage and description ......

Consumer protections and complaints .......

Small group reforms ..........ccoeeevvveeerrmnerrenens

Tax requirements:
Premium taxes .
Guaranty funds

High-risk PoOIS .......ouurvvveerirerrrreeirrenerrenens

States license insurance companies and the agents who sell insurance to ensure that com-
panies are financially sound and reputable and that agents are qualified.

States set standards for and monitor financial operations of insurers to determine whether
they have adequate reserves to pay policyholders’ claims. States restrict how insurers in-
vest their funds.

States review and approve rates to ensure that they are both reasonable for consumers and
sufficient to maintain the solvency of insurance companies.

Some states regulate insurer rating practices in the small group market to determine the
factors insurers may use in setting premiums 2.

States review and approve insurance policies to make sure that they are not vague or mis-
leading and to ensure that they meet state requirements, such as mandatory benefit pro-
visions.

States monitor insurers’ actions to make sure that they are not engaging in unfair business
practices or otherwise taking advantage of consumers by investigating their complaints,
answering questions, and conducting educational programs.

Most states require insurers selling to small employers to accept and renew employees who
want health insurance coverage, establish short waiting periods for preexisting condi-
tions, and require portability of coverage even when an individual changes jobs or insur-
ers2,

States assess premium taxes on insurers

States assess insurers to finance guaranty funds that provide financial protections to en-
rollees who have outstanding medical claims in the case of an insurer insolvency.

Some states assess insurers to finance losses in high-risk pools that provide health cov-
era%e for individuals who otherwise had been denied health coverage due to a medical
condition.

No comparable requirements.

No solvency requirements but fiduciary duty to act in a prudent manner solely in the inter-
ests of plan participants and beneficiaries.

No comparable requirements.

No comparable requirements.

Disclosure requirements to provide summary plan description to participants and the De-
partment of Labor. No requirements to provide specific benefits.

Plan must reconsider denied claims at participant’s request. States have no authority to
pursue consumer complaints regarding self-funded plans. Department of Labor has re-
sponsibility for complaints regarding self-funded health plans.

States are preempted from applying small group reforms to self-funded health plans.

States are preempted from assessing premium taxes on self-funded health plans.

States are preempted from requiring self-funded health plans to participate in guaranty
funds.

States are preempted from requiring self-funded health plans to participate in high-risk
pools.

1ERISA requirements apply to all private employer and union health plans, including fully insured and self-funded health plans. See Employer-Based Health Plans (GAO/HEHS—-95-167, July 25, 1995). While states are preempted from
regulating self-funded health plans directly, some states regulate third-parties that provide administrative services for self-funded health plans and stop-loss insurance carriers that reimburse self-funded health plans for claims that ex-

ceed a predetermined threshold.

2For a listing of states that have enacted these reforms, see Health Insurance Regulation: Variation in Recent State Small employer Health Insurance Reforms (GAO/HEHS-95-161FS, June 12, 1995).

NUMBER AND TYPE OF MANDATED BENEFITS

est number of mandated benefits.

In con-

erage for some types of providers like optom-

ADOPTED BY STATES VARY

On average, states have enacted laws man-
dating about 18 specific benefits. As shown in
figure 1, 15 states have over 20 mandated ben-
efits while 9 states have 10 or fewer man-
dates. Maryland (39), Minnesota (34), and
California (33) are the states with the high-

trast, ldaho has only 6 mandated benefits;
Alabama, Delaware, Vermont, and Wyoming
each have 8 mandated benefits.2

States most frequently mandate coverage
for preventive treatments like mammograms
and well-child care or for treatment of men-
tal illness or alcohol and drug abuse. (See
table 2.) In addition, states often require cov-

etrists and chiropractors. States typically
mandate that insurers cover specific benefits
in all plans sold, whereas some states merely
mandate that each insurer make this service
available in at least one plan that it offers.
In some cases, the mandates are limited to
particular types of plans such as health
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maintenance organizations or group insur-
ance plans.

TABLE 2.—COMMONLY MANDATED BENEFITS

Number of States

Cover Offer Total

Treatment-related:
Mammography screening
Alcoholism treatment
Mental illness .
Well-child care
Drug abuse trea
Pap smear

Infertility treatment/in vitro fertiliza-

4
16

15 16 31
4
10
0

Temporomandibular joint disorders ...
Off-label drug use
Maternity care ..... . 11
Breast reconstruction following mas-
tectomy
Provider-related:
Optometrists ...
Chiropractors
Psychologists
Podiatrists ...
Social workers .
Osteopaths ..
Nurse midwives
Physical therapists ..
Nurse practitioners ..

N oW

©
[N
-
=

N
o
roooooOowWr
N
>

Source: NAIC, Compendium of State Laws on Insurance Topics: Mandated
Benefits (Kansas City, Missouri: NAIC, 1995).
STUDIES VARY IN THEIR ESTIMATES OF THE
COSTS OF MANDATED BENEFITS

Studies conducted in several states be-
tween 1987 and 1993 provide varying esti-
mates of the costs associated with mandated
benefits. (See table 3.) Among the most re-
cent, the Virginia State Corporation Com-
mission has required insurers to report cost
and utilization information annually for
each of the mandated benefits in the state.
Overall, the commission reports that Vir-
ginia’s mandated benefits accounted for
about 12 percent of group health insurance
claims in 1993. An earlier study in Maryland,
the state with the most mandated benefits,
estimated that mandated benefits represent
22 percent of average claims costs in 1983. At
the other extreme, a 1987 study in lowa esti-
mated that the potential costs of introduc-
ing several commonly mandated benefits
would be about 5 percent of claims costs.

TABLE 3.—STUDIES OF THE COSTS OF MANDATED
BENEFITS IN SELECTED STATES

Percent of
State Year total claims
costs
Maryland 1988 220
Massachusetts 1990 18.0
Virginia 1993 122
Oregon 1989 8.1
Wisconsint 1989 79
lowa2 1987 5.4

includes six mandated benefits: alcohol and other drug abuse treatment,
chiropractic care, diabetes care, home health care, skilled nursing facility
care, and kidney disease treatment.

2The study in lowa examined potential costs of six commonly mandated
benefits, including mental health, alcohol and drug abuse, podiatrists, op-
tometrists, registered nurses, and physical therapists. lowa has not adopted
all of these mandates; according to the Blue Cross and Blue Shield Associa-
tion, lowa’s current mandates are mammography screening, well-child care,
chiropractors, dentists, registered nurses, optometrists, and diabetic edu-
cation.

To some extent, the differences in the cost
estimates reported by the various studies are
related to the number of mandated benefits
included in each state. For example, the
studies that showed the highest estimated
costs were for Maryland and Massachusetts,
states that have more mandated benefits
than most states. Thus, these cost estimates
cannot be generalized to other states.

While the studies report varying cumu-
lative costs in different states, they gen-
erally agree that several specific mandated
benefits account for a large share of the ad-
ditional costs. In particular, mental health
and substance abuse are often cited as the
most costly mandated benefits whereas other
commonly mandated benefits, such as mam-
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mography screening, account for fewer than
1 percent of costs. Furthermore, in some
cases, mandated benefits covering services
offered by some alternative types of provid-
ers, such as nurse midwives, may reduce
costs because they substitute for more costly
forms of care. However, some provider man-
dated benefits may also increase the demand
for services, thereby increasing costs. For
example, while chiropractic services may be
a less expensive alternative for some treat-
ments, mandating their coverage may also
lead to increased use.

One limitation of most studies on man-
dated benefits is that they have examined
the impact of mandated benefits on claims
costs, which does not necessarily capture the
actual effect on employers’ costs. In particu-
lar, multistate employers note that varying
state-mandated benefits result in additional
administrative cost. Employers that pur-
chase health insurance must modify their
plans to meet these differences in state-man-
dated benefits. Furthermore, employers are
concerned that mandated benefits limit their
flexibility in designing the most cost-effec-
tive health benefit plan to best meet the
needs of their employees.

SELF-FUNDED HEALTH PLANS OFTEN COVER

BENEFITS COMMONLY MANDATED BY STATES

The actual cost impact of mandated bene-
fits to employers also depends on whether
the employer offers a comprehensive or lim-
ited health plan, which in turn is often relat-
ed to the size of the employer. Many of the
commonly mandated benefits are often of-
fered by employers, even those who self-fund
and are not subject to the state mandates. In
general, large employers are more likely to
self-fund their health plans and also tend to
offer more comprehensive benefits than
small employers. For small employers, who
typically purchase fully insured health plans
and are less likely to offer health coverage
at all, mandates may impose claims costs for
benefits that they otherwise might not have
covered.

Studies have shown that self-funded health
plans typically offer many of the benefits
that are commonly mandated by states for
fully insured health plans. For example, as
shown in figure 2, a KPMG Peat Marwick
survey of employer benefits among all firm
sizes indicates that self-funded health plans
are more likely to offer well-child care out-
patient alcohol treatment, outpatient drug
treatment, mental health benefits, and
chiropractic care than fully insured health
plans. This survey also reports similar pat-
terns for other benefits that are not typi-
cally mandated, including prescription
drugs, adult physicals, and dental benefits.3
Similarly, a survey of Wisconsin insurers
also found that: ‘‘self-funded health plans
provide at least as many of the managed ben-
efits as insured health plans and in some
cases provide more generous coverage.”’

This result may partially be due to the
tendency of large employers to both self-fund
and offer more comprehensive benefits.

Although self-funded plans often offer the
same types of benefits as are commonly
mandated by states for insurers, they may
include features that differ from the require-
ments of state mandates. For example, state
mandates generally specify a minimum num-
ber of days of care that insurers must cover
for inpatient mental health care. One em-
ployer association indicated that many em-
ployers prefer designing more flexible men-
tal health benefits; for example, requiring
case management rather than specifying a
limited number of days of care. Thus, even
though 97 percent of self-funded plans offer
inpatient mental health care services, all
these plans would not meet the state re-
quirement for fully insured health plans.
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Assessing the cost differences between self-
funded and fully insured health plans result-
ing from mandated benefits is difficult. To
the extent that self-funded health plans offer
benefits that are similar to state-mandated
benefits, they do not have lower claims costs
due to their exemption from state-mandated
benefit laws. For less commonly offered ben-
efits, such as in vitro fertilization, self-fund-
ed employers would face additional claims
costs if they were required to meet the state
mandates.

Please contact me at (202) 512-7119 or Mi-
chael Gutowski, Assistant Director, at (202)
512-7128 if you or your staff have any ques-
tions. Other major contributions to this let-
ter are John Dicken and Carmen Rivera-
Lowitt.

Sincerely yours,
JONATHAN RATNER,
Associate Director,
Health Systems Issues.
FOOTNOTES

1ERISA preemption effectively blocks states from
regulating most employer-based health plans, but it
permits states to regulate health insurers. The ma-
jority of employers purchase health coverage from a
third-party insurer that is subject to state insurance
regulation. However, for plans covering about 44
million people in 1993 the employer chose to self-
fund and retain at least some financial risk for its
health plan. Because these self-funded health plans
are not deemed to be insurance, ERISA preempts
them from insurance regulation and premium tax-
ation. For a fuller discussion of the regulatory dif-
ferences, see Employer Based Health Plans (GAO/
HEHS-95-167, July 25, 1995).

2The calculation of the number of mandated bene-
fits includes requirements that insurers provide or
continue coverage for specific populations, such as
dependent students, as a mandated benefit. Thus,
the number of mandated benefits per state includes
these requirements as well as treatment-related and
provider-related mandated benefits. See Blue Cross
and Blue Shield Association, State Legislative
Health Care and Insurance lIssuers: 1995 Survey of
Plans (Washington, D.C.: Blue Cross and Blue Shield
Association, 1995) for a list of mandated benefits for
each state.

3The data in figure 2 represent the percentage of
covered workers in conventional health plans.
KPMG Peat Marwick reports similar findings for
workers in preferred provider organizations and
point-of-service plans that are either self-funded or
fully insured. KPMG Peat Marwick is currently ex-
amining to what extent these differences in the
rates of benefits coverage among self-funded and
fully insured health plans can be explained by dif-
ferences in firm size and premium levels.

Mr. JEFFORDS. Because the em-
ployer frequently pays a significant
portion of the premium, a large major-
ity of the eligible employee—both
young and old, sick and healthy—
choose to enroll in an employer-spon-
sored plan. Since so many people par-
ticipate in group plans, the average per
employee price of coverage stays rel-
atively low and remains affordable for
each employee, since the insurance
risk is spread over a large pool of peo-
ple.

The individual market, on the other
hand, contrasts in many ways from the
group market. For instance, those who
buy individual health insurance pay
the entire premium out of their own
pockets, whereas, in most cases, a busi-
ness picks up most of the tab. If an in-
dividual buys it, it is out of his own
pocket. Not only do the people receive
no subsidy from the employer, they
also do not receive the same tax advan-
tages afforded to employer-sponsored
health plans. This is a critical dif-
ference. Therefore, costs to the individ-
ual is a major concern. When individ-
uals leave a group coverage situation
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and decide not to purchase in the indi-
vidual market, it is because they can-
not afford it or because they are
healthy and have decided they do not
need the coverage and do not want to
pay the amount of money they would
have to pay.

The individual market is so price
sensitive, as prices go up, healthy and
less costly people leave the market,
causing the prices to continue to spiral
upward. This vicious cycle makes it in-
evitable that individual coverage will
become less affordable for hundreds of
thousands, if not millions, of Ameri-
cans.

What is the solution? We must en-
courage purchasing cooperatives in the
individual and small group market.
Group purchasing is the first tool to
bring down costs of individuals. The
key concern regarding ERISA is the
risk of segmentation.

I was very pleased when Senators
KAsseBauM and KENNEDY included in
the health plan purchasing coalition
section my own bill which | offered
with Senator NUNN, S. 1062. | believe
that the key to making health insur-
ance more affordable for individuals
and small employers is properly de-
signed voluntary group purchasing ar-
rangements.

Employer group purchasing is not in
the concept. Many employers have
been pooling funds and contracting
with entrepreneurs to offer health ben-
efits to their employees at reduced
rates for many years through some-
thing defined as multiple employer
welfare arrangements, referred to as
MEWA'’s, under ERISA. A MEWA is an
arrangement where two or more em-
ployers group together to purchase
health benefits. The more that group
together, the lower the per employee
cost or employer cost.

While a number of MEWA'’s form im-
portant gaps in our health care system,
some MEWA administrators have
taken advantage of the confusion as to
who bears responsibility for regulatory
oversight, the Feds or the States. It is
very, very confusing. They have been
able to create and run ponzi schemes,
designed to take premium payments
with no intention of covering any
major health claims. My esteemed co-
sponsor of S. 1062, Senator NUNN, led
the effort to uncover the corruption of
fraudulent MEWA'’s when he chaired
the Senate Permanent Committee on
Investigations. He was instrumental in
drafting the section of the bill that ad-
dresses MEWA reform. It is important.
I bring it up, also, as | will mention
later, because of what is in the House
bill.

The bill Senator NuUNN and | intro-
duced makes clear, once and for all,
that the States are responsible for reg-
ulating all MEWA'’s. Therefore, the
number of States that have moved for-
ward in this area will no longer have to
be involved in costly litigation, using
precious State resources, to prove they
are regulated.

I must say, | am very concerned
about the way the House bill handles
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the group purchasing in the small
group market. First, continuing to seg-
ment the market by creating different
rules for insured and self-insured
MEWA'’s is a mistake.

Second, giving the Department of
Labor the additional responsibility of
now being the insurance regulator for
all self-insured MEWA'’s takes away a
current State responsibility and hands
it over to the Federal Government.
This seems totally inconsistent with
the philosophy and fiscal reality of less
Federal Government and more respon-
sibility for the States. | think we
should be careful when we are looking
at this in the conference committee.

Requiring purchasing cooperatives to
offer only fully insured products, as in
the case of S. 1028, is a much better so-
lution. Although the group purchasing
section of the Kassebaum-Kennedy bill
is good, | hope we will be able to im-
prove upon it in conference with the
House. | hope we can take the lead
from Governor Whitman accomplished
in New Jersey. She saw the need to
look at the impact overburdened State-
mandated benefits laws can have in a
small group market and developed a
variety of distinct benefit packages
that small employers can choose to
purchase for their employees. This
strikes me as a critical step at expand-
ing health care coverage.

Fixing what is broken in our current
health insurance system should be
what is accomplished in this year of in-
cremental reform. Although | believe
the Kassebaum-Kennedy bill is a good
bill, 1 believe it can be a great one.
That is the main reason Senator SIMON
and | plan to offer an amendment that
would raise lifetime limits, caps, to $10
million. We want to ensure that this
bill lives up to its basic promise. What
good does it do to pass a law that pre-
vents insurers from excluding individ-
uals with preexisting conditions if you
let employers set lifetime caps at
$50,000—which is probably 1 day or 1
week for those people—to meet the
needs of those conditions?

It is critically important, in my
mind, that we make sure that we make
this remain a good bill and that we
pass a good bill. 1 will mention that |
offered this amendment in committee,
and they said at that time that we
wanted to come out with a 16 to 0 bill.
This was the step that people have to
understand—that | would not offer this
in committee, but | said | would offer
it on the floor. There was some concern
raised about having amendments to
this bill. But | point out that this is
important to the bill in order to make
it work.

This is not an extraneous amend-
ment, unrelated to the purpose of the
bill. If we do not prevent insurers from
reducing lifetime caps, then we have
the very likely situation where they
will reduce the caps if they have to
take sick people in. If we do that, we
will have lost the great benefit of what
we are trying to do today.

Let me talk about the lifetime cap
amendment. In a letter | received from
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the American Academy of Actuaries
addressing my amendment, they stat-
ed:

. . this amendment is unlike State man-
dates that require coverage of specific medi-
cal services. This is a Federal mandate that
appears to greatly increase the security pro-
vided plan participants by raising their po-
tential benefits to $10 million.

This is also important. CBO has esti-
mated that premiums would only in-
crease by 0.16 of a percent, while at the
same time reducing Federal and State
expenditures in the Medicaid Program.
So what we would do is to prevent the
horrendous situation we have now.

How do you take care of the sick peo-
ple in this country that have an insur-
ance policy that has a lifetime cap?
What happens? You reach the cap and
then you have to, under the present sit-
uation, drain all your resources until
you are poor. And then you apply for
Medicaid, and you are eligible for Med-
icaid. | want to point out that | think
that is a terrible way to handle things.

I also point out that other informa-
tion that we have received from rep-
utable organizations has backed us up
in the fact that this is a de minimus
cost to most employers, and it is a
huge benefit to the Federal budget. The
National Taxpayers Union has said
that the net savings could be as much
as $2 billion in Federal savings and $3
billion in State and local savings by
just passing this amendment, at a very
minimal cost to employers.

As U.S. Senators, we have the peace
of mind in knowing that our health in-
surance will be there if a catastrophic
illness or injury strikes one of our fam-
ilies. In our plan, there is no cap. Any-
thing can be covered. In a large number
of HMO'’s, there are no lifetime caps,
and in some other group policies there
are no lifetime caps. So | want to focus
your attention on that. Hopefully, in
the time before | offer the amendment,
you will learn more about this and
agree with us.

For now, | would like to, once again,
commend both Senators Kassebaum
and Kennedy for bringing this bill to
the floor of the Senate. | urge my col-
leagues to vote for its passage. | am
hopeful that when we finally do get to
my amendment, you will keep in mind
that what we will do will be almost an
unmentionable expense to most em-
ployers, but will save people from in-
credible experiences of having to go
through bankruptcy in order to get
health care coverage, and also will
allow us to reduce the cost of Medicaid
to State, local, and Federal Govern-
ment.

Mr. President, | yield the floor.

Mr. KERREY addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Nebraska is recognized.

PRIVILEGE OF THE FLOOR

Mr. KERREY. Mr. President, | ask
unanimous consent that Karen Dav-
enport, a fellow in my office, be al-
lowed privileges of the Senate floor
during our debate and consideration of
S. 1028.
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The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. KERREY. Mr. President, I rise to
support the Kassebaum-Kennedy bill,
S. 1028. | believe it is a long-overdue
change. As the Senator from Rhode Is-
land and others have said already, it is
regarded by some as very incremental.
| regard it as one of those very impor-
tant pieces of legislation.

Earlier, we enacted a piece of legisla-
tion, ironically, that Senator KASSE-
BAUM actually took the lead on last
year, which consolidated the job train-
ing programs and gave the States a lot
more flexibility in designing their own
programs. | said at the time that I
thought this law was the second most
important thing we could take up this
year because we know, with certainty,
that it is going to effect some 20 mil-
lion people. It does not cost the tax-
payers any money. It does make a
change of the law, the Federal law and
will alter the way the market works.
But it is not the first time that we
have interfered with the health care
market.

One of the most expensive inter-
ferences that we have with the health
care market is that we allow health in-
surance to be deducted with offsets
against FICA by employers, as well. It
is a very important deduction, but it
also must be seen by citizens as an in-
terference with the market because it
is for upper income people in particu-
lar. For people like myself, if | am buy-
ing private health insurance, it pro-
vides me with a substantial subsidy.

It has been a very important way to
allow people who otherwise would not
be able to purchase health insurance to
buy it. So it is not as if this kind of ac-
tion is without precedent. There is no
doubt that close to 21 million Ameri-
cans will be positively affected by this.
They will be able to purchase with
their own money health insurance, and
still in many cases it is going to be
quite high. But nonetheless they are
going to have an opportunity to buy it.
They are not going to be denied the op-
portunity to purchase. It does not ob-
literate the high-risk pool States like
Nebraska. We started one when | was
Governor. It does not affect States that
worked on this for years to try to pro-
vide some way to have all of us share a
bit of the risk.

This bill, as | see it, is designed to ac-
commodate or rather radically change
the economy where we are seeing a lot
of downsizing, particularly in larger
corporations. You have individuals
that are covered by group policies from
those corporations. They will find
themselves very quickly running out of
their benefits and having to purchase
individual policies. And very often they
find themselves faced with the inabil-
ity to make the purchase. This law will
basically say we are all going to share
the risk of that in the marketplace so
that these individuals can make the
purchase. As has already been pointed
out, nearly 25 percent of all working
Americans who have private sector
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jobs have job lock as a result of the
lack of portability and the lack of abil-
ity to be able to purchase with pre-
existing conditions. Nearly 3.8 million
American workers lost their jobs in
March. It is a rather substantial para-
dox that it has become a fact of life
that even at a time when the economy
continues to grow, even as we have a
recovery underway, that we have lay-
offs that are close to the same number
that were occurring during the last re-
cession that we experienced in the
early 1990’s. Thus, this change in the
law accommodates rather substantial
change in our economy.

One of the things that a lot of us who
are older—I am 52—sometimes fail to
recognize is that the cost of health
care as it has gone up has changed the
way people in the market, working
people and particularly younger peo-
ple, face health care expenditures. For
example, when my babies were born 20
and 19 years ago | was able to pay cash
for them. | did not insure against the
risk of having a baby because it was a
relatively modest amount of money.
You paid for it out of pocket. It was
not considered to be a big deal. Today
you need to be insured because the nor-
mal delivery is expensive. But almost
any extended stay in the hospital can
put a young family in a great deal of fi-
nancial distress.

That is just one of many, many ex-
amples that one could cite; a very rel-
evant example because it is a rather
common experience. There are 4 mil-
lion live births a year in the United
States, and an awful lot of those births
are in families that are uninsured. This
will make it more likely that those
families will have insurance and have
coverage.

It certainly will not get us to where
I would like to see us; and, that is, at
a point where every single American
and legal resident knows with cer-
tainty that they have insurance. | hope
this is a first step.

I will support Senator KASSEBAUM’s
and Senator KENNEDY’s request to vote
against all amendments. | believe that
this bill needs to go across in an
amendment-free fashion. | do not know
if 1 ever stated what Senator KASSE-
BAUM is going to support. But | believe
this bill is too important for me to be
supporting, as Senator JEFFORDS ear-

lier indicated, an amendment that I
would under normal circumstances
support. | will vote against that

amendment because | believe the bill
needs to be clean and clear. It came out
of the Labor Committee with unani-
mous support. We have an opportunity
to help 21 million Americans. | think it
is very important, in spite of my re-
spect for the Senator from Vermont
and admiration for him personally, as
well as my normal inclination to vote
for that amendment. 1 believe an
amendment-free strategy is the right
one to adopt.

Mr. President, one of the things that
I think we need to do as we move to-
ward universal coverage—and | hope
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that is the goal—we spend $400 billion a
year in Federal direct spending in tax
benefits for health care. We spend a
sufficient amount. If we would change
the way eligibility occurs, one of the
things we have to do in order to be able
to get there is we all have to face the
true cost of health care and very often
we do not. Somebody else is paying for
it. The insurance company is paying
for it—the Government. So we really
do not worry about whether or not the
bill is high or the bill is low. The more
that we can face that cost directly and
understand that, if we do not have the
resources to pay for it—it is paid for
out of an insurance pool, paid for with
Medicaid or Medicare, somebody else is
essentially paying our bills—the more
that we can face that fact the more
likely it is that we will move quickly
to a point where, if you are an Amer-
ican or legal resident, you will know
for certainty that you have health in-
surance.

This morning June O’Neill, the Di-
rector of the Congressional Budget Of-
fice, appeared before the Senate Budget
Committee and laid down a rather
stark warning; that is, even if the
President’s budget or the Republican
budget were adopted, we still have not
controlled the growth of entitlement
programs. | say that to colleagues be-
cause | think once we get beyond the
Presidential election we are going face
in 1997 a really rather difficult fact.
And | believe June O’Neill laid it out
for us this morning; that is, we have
commitments on the mandatory side
that are going to make it difficult for
us to fund education, to fund transpor-
tation, to fund defense, to fund space,
to fund law enforcement, and to fund
all sorts of other things that are going
on. Unfortunately, very often that oc-
curs because people believe that they
have a right to something, that they
have a benefit that actually is paid up,
the money is all there, and it is set
aside for them—no problems, do not
worry about it—when in fact that is
not the case.

It gets back, it seems to me, to a
problem that we have whether it is the
tax deductibility, or whether it is Med-
icare part B. There is sort of a sense
that somebody else is paying for it.
Why should | have to worry about it?
As a consequence, we just are not en-
gaged personally as we ought to be in
trying to control the cost of health
care, and as a result, it seems to me, it
is difficult for us to take the next step.

So again | want to say how much I
really appreciate very much and ap-
plaud the determination of the Senator
from Kansas, and the Senator from
Massachusetts. They and the Labor
Committee voted this out unani-
mously, and 21 million Americans will
be affected positively. Taxpayers will
not be on the hook for this thing. It
has been measured. It will cost no more
than 2 percent in premiums across the
country and with reasonable changes
in the law given what is happening out
in the marketplace.
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I hope this body will pass it as quick-
ly as possible and get it on to the
President for his signature.

| yield the floor.

Mr. JEFFORDS. Mr. President, |
want to comment briefly on the com-
ments of the Senator from Nebraska
about my amendment. | point out that,
unlike all of the other amendments,
this one is very relevant to this bill
and will improve the bill. It is not ex-
traneous to it. If we do not keep track
of what the lifetime caps are, then this
bill will be a mockery because, if we re-
quire the insurers to take sick people
on, one way of getting out of that is to
reduce the lifetime caps so that as soon
as they come in they are out the other
end. It was offered in committee with
the understanding that it would be
brought forward at this time.

I just wanted to bring that to the
Senator’s attention and hope that |
will make an exception to his decision
in that regard.

Mr. President, | yield to the Senator
from lowa.

Mr. GRASSLEY addressed the Chair.

The PRESIDING OFFICER (Mr.
SANTORUM). The Senator from lowa.

Mr. GRASSLEY. Mr. President, I am
very glad that this debate is taking
place before this body. Having had an
opportunity on two separate occasions
to push concepts similar to what is in
this legislation to accomplish the same
goal in maybe not exactly the same
way, | am glad that we are here today
and that there is a bipartisan effort to
get this legislation passed. | think
being truly bipartisan is a continu-
ation on these issues of guaranteeing
some health insurance to people who
can afford it—things that we have tried
to accomplish before in a bipartisan
fashion.

I respect Secretary of Treasury Bent-
sen because when he was chairman of
the Senate Finance Committee he had
proposals which | think were biparti-
san with the ranking Republican at
that time included in H.R. 11, a major
tax bill. And those health insurance
provisions went through without any
debate on the floor of this body because
they were accepted as things that
should be done. To see that happen was
good. Obviously, President Bush vetoed
that bill because he did not like the tax
provisions that were in it.

Then, if you remember the next step,
there was a fairly bipartisan effort to
make these provisions part of basic
law. It was during the health care re-
form debate of 1993 and 1994. They were
relatively noncontroversial provisions
of much more controversial efforts by
the Clinton administration to have the
Government totally dominant in the
delivery of health care in America and
do it through a provision that we
called employer mandates, meaning
every employer, large or small, would
have to provide health insurance to
their employees.

Of course, that came down to total
defeat in 1994 because the middle class
and the small business people of Amer-
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ica woke up to a couple of things:
First, that small-business America
could not afford an employer mandate
because they could not pass it on to
their consumers like big corporations
can do; second, middle-class, taxpaying
people saw their rates going up, or if
their rates did not go up the services
that they received from the health care
industry and from the health insurance
industry would have gone down.

You remember that was part of a big
effort we had in 1993 and 1994 where we
were going to insure everybody. Obvi-
ously, when there is 13 or 14 percent of
the people who do not get insurance
and a large percentage of them that
cannot afford it, somebody is going to
pay. There is no doubt about it. There
is no free lunch in our system of doing
business in America.

The middle class saw this problem,
that we were trying to reduce the cov-
erage, affordability and quality of
health care to middle class working
America as we were trying to solve the
problems of the 13 or 14 percent of the
American people who did not have any
health insurance. Of course, it only
took about 3 or 4 months until work-
ing, taxpaying American citizens found
out what Congress was proposing to do,
and they turned against the Clinton
health care proposal.

Then that message really did sink in
to the President of the United States
because after the November election in
1994, when the Republicans took over
the Congress, the President said he was
not going to attempt to have that com-
plete overhaul of the American health
care provisions he incorporated in his
1993 and 1994 proposals, and that if he
was going to do anything it was going
to be done incrementally.

So you have a President, thankfully,
waking up to the realities of what
grassroots America wants, particularly
what middle class America wants, they
liked their health care plans and want-
ed to keep them from being diluted.
You have the President waking up to
that reality, on the one hand, and then
you have Republicans who had accept-
ed these noncontroversial parts of the
President’s health care provisions, the
noncontroversial parts, being debated
in this Chamber today, which bring to-
gether the bipartisan efforts that are
going to make this legislation very
successful.

So | just wanted to give that back-
ground before | express my words of
support for and cosponsorship of this
very important piece of legislation, be-
cause the American people for the last
6 or 7 years, as expressed by this his-
tory | just gave you, believe it is high
time Congress passed legislation which
provides basic health insurance protec-
tions for individuals and small busi-
nesses. The Kassebaum bill is our op-
portunity to respond to these concerns.

This bill would assure greater port-
ability of health insurance for individ-
uals. It would limit the ability of in-
surers to deny health insurance cov-
erage because an individual has a pre-
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existing condition. It would require in-
surers to offer health insurance to indi-
viduals who have lost jobs and seek
such insurance. And it would require
insurers to issue health coverage to in-
dividuals who want to purchase insur-
ance for their employees on a group
basis.

The bill defers to health insurance
reforms passed by the States. This is
very important for my State of lowa,
because in my State we have enacted a
very good health insurance reform law.
It went into effect on April 1 just past.

Enactment of the Kassebaum bill
should not disrupt the reforms that are
going on in my State. So, in my State,
lowans would continue to receive
health insurance under the terms of
the lowa reforms.

I thank Senator KAsSSeBauM and her
very capable staff for working with me
and my staff and with some of the
lowans who helped put together the
lowa reforms. The modifications Sen-
ator KAasseBauM will offer to her bill
would help make sure that lowa and
similar State reforms would not be dis-
rupted when this bill is enacted. As a
consequence of these changes, lowa,
and probably several other States
should be able to carry out their own
reforms without undue interference
from the Federal level.

For States which have not imple-
mented their own reforms, this bill
would then reform both the group and
the individual health insurance mar-
kets in those particular States. As |
said earlier, these reforms would re-
spond to some of the most pressing
problems encountered by small busi-
nesses and individuals when they need
health insurance.

For the group market, this bill would
require insurers who offer group health
plan coverage to offer such coverage to
all groups that apply. This would pro-
hibit insurers from denying health in-
surance coverage to employers whose
work force the insurer believes is not
healthy enough to insure.

Next, the Kassebaum bill would re-
quire insurers to offer coverage to all
individuals in a group without regard
to their health status. This would pro-
hibit insurers then from denying cov-
erage for an individual member of a
group plan based on that individual’s
health status. This legislation would
require insurers to renew group health
plans at the option of the employer.
Renewal may not be denied for reasons
of health status of those in the plan.
Thus, an insurer would not be able to
refuse to renew a health insurance plan
to a group based on changes in the
health profile of the individual.

This legislation would limit an insur-
er’s ability to deny coverage for pre-
existing conditions to 12 months. This
waiting period would be reduced by 1
month for every month during which
an individual was continuously covered
under a prior health plan. Thus, Mr.
President, an individual who had main-
tained continuous coverage for 12
months could not be denied coverage
because of preexisting conditions.
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| think it is simple to say, Mr. Presi-
dent—as far as | can tell—the provi-
sions | have just outlined in this bill,
the provisions which apply to the
group health insurance market only,
are relatively unopposed.

This bill would also reform the indi-
vidual market. This bill would guaran-
tee the availability of health insurance
coverage for individuals leaving group
coverage, who want to get individual
insurance coverage, as long as they
have been covered under their previous
group plan for 18 months.

If those individuals were eligible for
coverage under current Federal law,
and we call that law by the acronym
COBRA, these individuals must have
exhausted that coverage before they
can be guaranteed coverage in the indi-
vidual market. But that is the only re-
quirement that keeps these individuals
from getting insurance.

This legislation would require that
health plan insurers renew individual
policies at the discretion of the indi-
vidual, similar to group policies being
renewed at the discretion of the em-
ployer providing the group policy. Now,
without a doubt, there has been a lot of
concern expressed about this provision,
and it continues to be expressed. It
continues to be expressed by insurers
who operate primarily in the individual
market.

I might say to these companies that
I am talking about here, that have this
concern—and | am not going to say
that this concern is not legitimate—
but, as far as practical matters are
concerned, | want to remind these com-
panies that if we were to have passed
the Clinton health reform plan of 1993,
there would not have been any individ-
ual market out there. These companies
would have been out of business. A lot
of the companies in my State that do a
majority of group coverage still have a
vast minority of their business in the
individual market. That portion of
their market would have been wiped
out. | hope these companies that have
some concern about this provision | am
speaking about here realize that they
have a lot of friends in this body that
believe in the free market and do not
want to hurt individual insurance cov-
erage. A lot of Americans want individ-
ual insurance coverage, not necessarily
because it is better than group, but be-
cause that may be the only way they
can have it and get the type of health
care that they want. These companies
have that business today because we
stopped the Clinton health care reform
plan that would have wiped out indi-
vidual insurance coverage for health
care.

Now, what do these companies fear?
They fear that the group to individual
provisions in the Kassebaum bill would
have the ultimate effect of greatly
raising premiums in the individual
market and hence, | suppose, cutting
out a lot of their business because
some people might drop it. The mar-
ketplace kind of dictates as the price
goes up you sell less of something. So

CONGRESSIONAL RECORD —SENATE

these insurers feel the numbers of in-
sured are going to go up. Some of them
would say the numbers would increase
greatly. But going up greatly, com-
pared to not having any of this busi-
ness had these reforms been adopted in
1993, is the difference between night
and day, as far as | can tell.

It is the case that the bill would not
forbid health insurers from rating indi-
viduals and charging them a higher
premium if such rating indicates that
they are greater health risks than any
other individuals. | would think that
would help this problem for these indi-
vidual policy companies to some ex-
tent. But as far as we can tell from
analysis done by the independent actu-
aries, the premium price increases
caused by the bill should be very mod-
est.

The analysis done by the health in-
surers’ association, the Health Insur-
ance Association of America, wants us
to believe that the premiums would in-
crease in the neighborhood of 15 per-
cent. But in making my decision to
support the Kassebaum bill vis-a-vis
this problem | am just describing, |
took into consideration the analyses
done by independent actuaries such as
the American Academy of Actuaries,
and Hay Huggins, which was done
under contract with the Congressional
Research Service at the request of Sen-
ator KAsseBauMm, and even the non-
partisan Congressional Budget Office.
All these found that any premium in-
creases attributable to the enactment
of this legislation should be very mod-
est, in the range of 1 to 5 percent. The
Congressional Budget Office estimates
that this increase would be no more
than 2 percent as a result of the group
to individual portability provisions. If
this bill is enacted, it should help pro-
vide some peace of mind for a lot of
people.

But we should make it clear to the
public what this bill would not do. As a
lot of people have said here already, it
would not solve the problems of those
people who cannot afford to have
health care insurance. But that is what
the term “‘incremental’’ meant. When
President Clinton, after the November
1994 election, when the Republicans
gained control of Congress, was asked
about health care reform, he indicated
he had learned a lesson from the debate
of 1993 and 1994, and he was going to
promote the incremental approach. Ba-
sically that means we should provide a
marketplace out there so people who
want and can afford health insurance
are going to be able to buy it.

We are going to be able to get a bet-
ter handle on what the cost is out
there, for those who cannot afford in-
surance. Maybe we can help those peo-
ple without screwing up the best health
care system in the world, which would
have been done with the effective Gov-
ernment takeover of health care, if the
Clinton health care proposal had gone
through in 1993.

But peace of mind for this percentage
of people that can afford it is only one
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goal. That peace of mind should not be
enough for everybody to buy into this,
because there are some shortcomings
that we have to admit to the American
people. This bill would not completely
eliminate the denial of coverage for
every preexisting condition. It would
not require employers to offer insur-
ance to their employees. It would not
provide portability between different
individual policies. And it would not
necessarily mean that currently unin-
sured individuals would have to be sold
a health insurance policy.

It is for these reasons that | support
the addition to the bill of provisions
which would increase the tax deduct-
ibility of health care costs for the self-
employed. That is not only to pick up
a hole that is in this bill but to also
bring some equity to the difference be-
tween the deductibility at 30 percent of
health insurance for self-employed and
the 100-percent deductibility for health
insurance for employees of corpora-
tions. In my State of lowa, that is like
saying that the farmers of my State
are denied equity when they can only
deduct 30 percent of their health insur-
ance from their income tax, where
John Deere, for its workers, can deduct
100 percent of the cost of insurance for
that corporation.

| support the addition of medical sav-
ings accounts. Both the tax deductibil-
ity of health care costs for the self-em-
ployed and MSA's, together, at a mini-
mum should make health insurance
more affordable, improve portability,
as well as providing a greater degree of
tax fairness. In any case, if enacted,
the bill would be a step forward. The
majority of those who are paying at-
tention to our debate since it began
several years ago very much want to
see Senator KAsSseBAUM’s bill enacted.
We have been promising these reforms,
as | indicated at the opening of my re-
marks, since the Bentsen bill passed
this body in 1992, without any debate—
indicating, then, that it was the best
thing to do. It was a good thing to do.
It was a bipartisan thing to do.

So most of us have been saying since
that date in 1992, or years before that,
we could easily enact such reforms as
those that are in this bill. Remember,
then, what incremental health reform
is. Incremental reforms were what
most Republicans were saying was the
way to go and we have the President of
the United States, in November 1994,
saying the same thing. Now we have
before us a bill that will deliver incre-
mental health insurance reform if it is
enacted. We should pass it.

We have before us a bill that will de-
liver these incremental health insur-
ance reforms if this bill is enacted—and
it will be enacted—and we should pass
it. Thank you.

Ms. MIKULSKI addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Maryland.

Ms. MIKULSKI.
President.

I rise to voice my very strong sup-
port for this health insurance reform.

Thank you, Mr.
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This is a tremendous opportunity
today to provide greater access to
health care for millions of Americans
and their families. The Kassebaum-
Kennedy health insurance bill, of
which I am a cosponsor, is an excellent
step in that direction.

This bill will be a great relief for
most working Americans. They will
not have to worry about losing their
insurance if they change jobs. Insur-
ance companies will not be able to
deny coverage or make it prohibitively
expensive for a preexisting condition.

What this means, Mr. President, is
that this bill is a safety net for work-
ing Americans and their families. This
legislation will make health insurance
portable and affordable, and it will give
a benefit package that is both reliable
and renewable.

I was disappointed that we were not
able to enact comprehensive health in-
surance reform. After that debate came
to a close, | pledged to continue the
fight to reform health care. This is an
important step in that direction, and
Senator KASSeBAUM and Senator KEN-
NEDY should be thanked for their great
effort in bringing us this far.

Many Americans have medical his-
tories of preexisting conditions that
make it difficult for them to get insur-
ance coverage. They stay locked in
their jobs and unable to move to im-
prove their standard of living because
they fear they will not be able to get
insurance coverage. This legislation
will end job lock. This legislation will
end the penalty for having a preexist-
ing condition, like diabetes. People
who work in small business, especially
many women, will now be able to get
health insurance.

The bill before us today goes a long
way toward eliminating the barriers to
coverage. For 81 million Americans
who have preexisting medical condi-
tions, insurance companies can no
longer exclude them from coverage.

Millions of Americans will be able to
be secure in the knowledge that if they
change or lose their jobs, they will not
lose their health insurance. And for
those entrepreneurs who start and
work in small business, this legislation
will provide increasing purchasing
power for them and their families.

I am pleased that the bill has the po-
tential to help millions of women and
their families. This legislation will
help women who start a new job with
an employer who provides health insur-
ance. A woman will not be denied in-
surance for herself and/or family if
there is a preexisting condition. Like
when she is pregnant, she will be able
to get immediate coverage for the
pregnancy, even if she is already preg-
nant. Her newborn or adopted child
will receive health insurance coverage
as well.

This bill will stop the terrible prac-
tice of denying women insurance if
they are victims of domestic violence.
I think that is crucial. This bill will
stop that horrible practice of denying
women health insurance if they are
victims of domestic violence.
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There is much more that | would like
to be able to do to make insurance cov-
erage affordable, accessible, portable
and undeniable. | would like to see cov-
erage for long-term care, and | would
like to see a comprehensive benefit
package for women and children, but
this is a very important step. We have
a tremendous opportunity to improve
the lives of many Americans, and | am
pleased to support this bill.

Mr. President, | yield the floor.

The PRESIDING OFFICER (Mr.
SHELBY). The Senator from Wyoming.

Mr. THOMAS. Mr. President, I rise in
support of the Kassebaum bill. | sup-
pose most of us today and on through
the night will be saying much the same
thing. We have not all said it yet, so we
will have to keep doing it. But this is
a bill that is very important to us, and
we ought to comment on it.

It provides, | think, long-awaited re-
forms. We have all worked on health
care for a very long time. | have had a
particular interest in rural health care
in that the delivery systems in rural
States are necessarily quite different
than they are in other States.

This is an incremental move, and |
am for that. The portability is impor-
tant so that people are not afraid to
change jobs. Certainly, not prohibiting
preexisting conditions and allowing
small businesses to form purchasing
cooperatives are terribly important. So
these are practical and affordable re-
forms that we need—really relief from
trying to change the whole system. |
think Congress will meet this chal-
lenge.

The Health Insurance Reform Act
helps each and every American, more
than any other bill that has passed this
year. Wyoming ranchers and farmers
and owners of small businesses and
folks in the mineral industry will no
longer be excluded from care they de-
serve. S. 1028 is compassionate, and |
challenge President Clinton to sign
this bill for the sake of all Americans.

There has been a major shift in the
debate, of course, over the last couple
of years. It is historical when you look
at how far we have come since we ini-
tially discussed health care reform. No
longer are we considering the Clinton
approach to a Government-run system.
That was rejected by Americans, and |
think properly so. Instead, we are
going to move incrementally into some
commonsense reforms. There will be
some changes, and there have been
some changes suggested by the man-
agers, moving closer to the House pro-
posal, in terms of high-risk pools.

In 1991, my State of Wyoming re-
sponded to the health care concerns of
individuals with serious illnesses es-
tablishing a State insurance pool, a
high-risk pool allowing States to con-
tinue these measures, rather than be
forced to enact other individual insur-
ance reforms. | think this is very help-
ful to rural States like Wyoming.

Moving incrementally does not mean
keeping every worthwhile proposal off
the table, however. | think we should
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promote solutions that expand health
care choices and, most of all, in the
final analysis, do something about
cost. When you talk about health care,
what do you usually end up talking
about? Cost. Availability, of course,
then cost.

I happen to favor medical savings ac-
counts. | think this gives the kind of
discipline to health care costs that in-
dividuals give when they are respon-
sible for making some of the decisions.

Self-employed deductibility is fair
and equitable, and we should have done

it long, long ago. Eighty percent of
that is good. Administrative sim-
plification, of course. And | believe

when we talk about costs, we ought to
concern ourselves with malpractice re-
form. | do not think there is any ques-
tion but what there are substantial
costs there.

Mr. President, | have been dismayed
that the President is threatening to
veto health insurance reform over
some of these provisions. | believe the
veto flies in the face of what the Amer-
ican people want.

As part of the changes that have oc-
curred in Washington last fall, I am
committed to bringing quality health
care to rural America, some equity to
rural America, and that is why | have
an amendment to offer that corrects
the formula used to set payments for
rates under managed care plans that
participate under Medicare. We will see
increasing numbers of managed care
plans, and more and more people in
Medicare going into them.

The formula is not fair, the formula
is not equitable, and we need to make
some adjustments. To give an example,
the payments made in rural areas of
South Dakota are $177 a month. Pay-
ments for similar services in New York
are $678 a month based on historical
utilization. That needs to be changed.
That is unfair. When we have a pro-
gram like Medicare that is treated
somewhat uniformly, that is a 367-per-
cent gap, and we can change that, and
I think we should.

The longer these disparities exist,
the longer rural seniors will be left
with less health care choices.

So | am in support of this bill. 1
think it could be stronger. | hope it is.
But | am supporting it. | think we
should have this bill. Access to health
insurance is, of course, a little com-
forting for those who need it.

Mr. INHOFE. Will the Senator yield?

Mr. THOMAS. Yes, | yield.

Mr. INHOFE. | recall the Senator
bringing up and discussing some of
these things that need to be done with-
in our health care system. | remember
so well back when we had the proposal
by the President to have Government
take over a system that has been run
well but needed some improvements,
we committed ourselves at that time
to incremental improvements.

I think the bill that is before us
today is good. But | also think that the
amendments that will be offered, some
of the provisions of which the Senator
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has talked about, are going to make it
better. The MSA element of this bill |
think is very significant. You know,
this is the only product or service any-
where in America where it has built in
a factor to pay more. | do not know of
anyone in America, that once they pay
their deductible on a health policy,
watches what they spend as much as if
they were paying their own money.
This is human nature.

I am hoping that this bill that is a
good bill, can be made a much better
bill and we can come through and take
care of some of the things that the
Senator is talking about. | am particu-
larly interested in some items that are
not going in there. 1 would like medical
malpractice reform but | also realize
that would be a very heavy thing that
would cause it to go down and perhaps
cause a veto. | think with these very
moderate and modest reforms that the
Senator is talking about, | think it will
be a better bill, better bill for our
health delivery system in America. |
applaud the Senator for bringing these
up and discussing them.

Mr. THOMAS. | thank my colleague.
Before | sit down, | do want to com-
pliment the Senator from Kansas. This
is the product of a great deal of work
and great deal of leadership and some-
thing that we do need to do. | want to
say, however, in closing, that | think
we have made some real progress in the
last couple years in the industry, in
the private sector. And even though |
think there are some problems that we
will have to deal with as we go about
it, managed care has been helpful,
managed care has done something to
control prices.

I think more and more people are be-
coming aware of their responsibility
with regard to payments. | think it is
true that third-party payers have been
part of the problem of costs. We can
work that out. So in any event, | rise
in support of the basic bill. It guaran-
tees coverage of the type of insurance
particularly important today, and |
compliment the Senator for it. | yield
the floor.

Mr. BREAUX addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Louisiana.

Mr. BREAUX. | thank the Presiding
Officer.

Let me start by saying what | would
imagine has already been said a num-
ber of times; that is, to compliment the
junior Senator from the State of Kan-
sas, Senator KAsseBAauM, and the sen-
ior Senator from the State of Massa-
chusetts, Senator KENNEDY, for bring-
ing together a unique, | think in these
times, coalition of Members to support
a major, major legislative effort in one
of the most important areas that this
Congress could be dealing with, and
that is the health care of the citizens
of this country.

This body is going to miss the Sen-
ator from Kansas for her wisdom and
her balance and her willingness to
work in a bipartisan fashion to accom-
modate the various interests of the
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Members of this body. It has been a
real pleasure to work with her in the
so-called Chafee-Breaux Group where
we have been trying to come together
to come up with a balanced budget. |
commend her for her efforts in that re-
gard, but particularly in bringing this
Kassebaum-Kennedy bill to the floor;
and, of course, for the years of tireless
service by the senior Senator from
Massachusetts, because he has really
been dedicated over the years in trying
to come up with health care legislation
that really serves the needs of the peo-
ple of this country.

Let me start by saying that this in-
deed is a large coalition. It is a large
coalition—65 Members of Congress in
the Senate alone have endorsed and
have agreed to cosponsor this legisla-
tion. So that in itself is very rare in to-
day’s atmosphere of high partisanship
that we see more and more, unfortu-
nately. So anytime you can get a coali-
tion of 65 cosponsors of a major piece of
legislation indeed that is very, very
good news.

Let me also say that while the coali-
tion is large, the coalition is very frag-
ile. It is very fragile because it does
not do as much as what many Members
would like to see it do. And there are
still things that this legislation does
not do that it should address. It prob-
ably does more than some people would
like to see done with requirements
from a Federal level that -certain
things be required when you sell health
insurance in this country.

But the real accomplishment of the
two Senators in bringing this legisla-
tion today to the floor of the Senate is
the fact that it is a large coalition, it
is a bipartisan coalition. It does, |
think, accomplish some very important
things that need to be done in the area
of health insurance for the people of
America.

In my own State of Louisiana there
are nearly a million people who are un-
insured, a million people who do not
have enough money to buy a private
insurance policy or who earn more
than they are allowed to earn and qual-
ify for Medicaid, the Federal-State
health insurance program. So a million
people walk around my State every
day—go to work in most cases every
day—but do not know how they are
going to treat their children, their
spouses, if they should get seriously ill
other than through the charity of oth-
ers or the charity of the hospital sys-
tems in my State of Louisiana.

Many people do not have insurance
for reasons that are corrected by this
legislation. For instance, there are
many people who had insurance but
when they got sick and needed it the
most, it was canceled. How many of us
as Members know a family or perhaps a
member of our own families that have
had health insurance, but then when
they need it the most, when they get
sick, after the illness is over, they get
a little note in the mail from an insur-
ance company that says, “Well, we’re
going to cancel your insurance’”? And
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the only reason they really give is be-
cause you got sick. That was what they
bought insurance for in the first place.
If you get sick you have insurance. It
takes care of the hospital and the doc-
tor bills.

But today, unfortunately, in this so-
ciety we have people who get sick and
then have their insurance canceled just
when they need it the most. So they do
not have it today. This legislation, for
the first time, says that you are not
going to be able to cancel someone’s
health insurance because they got
sick—sort of a logical thing | think we
should have done a long time ago. But
this legislation does accomplish that.

The second point is, people, in my
State and other States, that have tried
to buy health insurance, and, some-
times, because they have had a pre-
existing condition, they are prohibited
from buying a health insurance policy.
I do not think that is basically fair.
Health insurance shares the risks.
There are a lot of sick people that are
in the insurance pool. There are a lot
of well people in the insurance pool. On
balance, the insurance companies
make money and people get health in-
surance.

That is how the system is supposed
to work. So this legislation addresses
the problem of people who have had
preexisting conditions and brings them
in a fair fashion into the system in a
way that | think makes a great deal of
sense.

The other problem of all those people
who do not have health insurance in
my State and, again, in the other 49
States is because they have had to
change a job. And we all know in this
mobile society as people change jobs
because of downsizing, or because of
changes in technology, they are able to
get a better job through education and
training, they could move on to an-
other field, the problem is that many
people will not change jobs, will not
get a better job even if it means better
economic conditions for themselves
and their families. Guess why? Because
they will lose their health insurance.

So we have a situation referred to as
“job lock’ where our people would like
to move on to better jobs—or maybe
even forced to change to a new job be-
cause of downsizing—and cannot do so
because they lose their health insur-
ance, which is one of the most impor-
tant things that the job market can
provide. But if you cannot be guaran-
teed that coverage you have today will
be with you tomorrow when you are in
a different job, well then, people say,
“I’m just going to stay right here.” Or
if they get laid off and they have to
move to another job, they do so per-
haps without any insurance because
they are uninsurable when they move
into the new position.

So what we have today through the
Kassebaum-Kennedy legislation is a
major, major health reform package
which | enthusiastically am a cospon-
sor of and congratulate the people who
have brought this monumental piece of
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legislation to us. It will, when it
passes, and President Clinton signs it,
be, I think, a shining example of what
Congress can do when we are willing to
work in a bipartisan fashion to accom-
plish something as monumental as this
legislation does.

I know the majority leader has a
package of amendments that he is
going to present at a later time. | as an
individual Senator and a member of
the Finance Committee looked over a
lot of the suggestions in the proposed
amendments that he has submitted.
You know, a lot of them are good ideas.
They have not yet worked their way
through the committee. That gives me
a little concern about how these new
ideas are going to be paid for. Our
staffs are now, as we speak, looking at
the legislation and the series of amend-
ments. | think, by and large, most of
them are pretty good—80 percent tax
deductibility for self-employed people
who buy insurance. All the people
around the country that are self-em-
ployed, now, can only deduct about 30
percent of their premiums. With this
amendment, you would be able to de-
duct 80 percent of your health insur-
ance premiums. | think that is pretty
darn good, just like a company that
contributes to a policy can deduct 100
percent of their contributions. So we
should do something for the self-em-
ployed people in this country. That
amendment does that.

Penalty-free IRA, individual retire-
ment accounts, withdrawals for large
medical expenses and for the unem-
ployed to pay their health insurance
premiums. That is a good idea. We have
talked about that. | think this should
be bipartisan in that amendment. |
think that is good.

My point, as | reach to a conclusion
here, is that we have a large coalition,
but it is a fragile coalition. | suggest
that if people come up with amend-
ments that are very controversial, that
there is not a consensus on, or that we
have not had hearings on, or amend-
ments that have not been reported out,
like this bill has, by a full committee
of the Senate, that we will run into
problems, and we will miss what I
think is a golden opportunity to, in
fact, create legislation which makes a
lot of sense for all Americans.

One of the amendments | will just
mention is a so-called medical savings
account. This is a classic example of
“if it sounds too good to be true, it
probably is.” | think that when you
look at this concept—and | found after
looking at it—that it, in fact, is too
good to be true and causes problems
that greatly outweigh the benefits. It
is not to say that medical savings ac-
counts do not have some benefits; they
do. But | do not think that we are cer-
tain enough about those benefits as op-
posed to the negative problems that
will occur to automatically accept this
provision without a great deal of dis-
cussion.

I hope when that amendment is of-
fered we will be able to strike out that
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section of the proposed Dole amend-
ment and proceed to pass this legisla-
tion, hopefully with the other amend-
ments that the majority leader is pre-
pared to offer.

Let me tell you why | think medical
savings accounts are a bad idea. | say,
first of all, at one time | thought they
were a great idea. At one time | intro-
duced legislation to create medical
savings accounts. Boy—they sound ter-
rific. | asked my staff—‘What is the
problem?’” At the time, we—like many
others—did not have the full picture to
understand the problems. Few had ana-
lyzed the effects of medical savings ac-
counts.

The problem was that while it is real-
ly terrific for healthy people, it is not
so terrific, in fact, potentially very
bad, for people who are not healthy. If
you take, for example, young people—I
have four children who are relatively
young and very healthy, thank good-
ness—a medical savings account is very
attractive for them. Their employer
can contribute money to an account,
and they would use that account to pay
for their initial medical bills during
the course of the year. If they did not
have to use it at all, they get to keep
the money. What a great deal if you
are 20, 25 years old and very healthy.

So, in the past, we had only looked at
how it affected one group of people—
healthy, basically young people. A ter-
rific idea for them. What we failed to
look at is how it affected other people
who buy insurance because they may
get sick—generally, more elderly peo-
ple, and people who do get sick during
the course of their life. If they have a
very high deductible policy, as high as
$3,000 for a family, they have a prob-
lem, because they will incur medical
expenses during the year. If they have
to pay for it out of their pocket, it is a
really serious problem for them. Again,
it is not a problem for people who are
young and never have to go to the doc-
tor during the course of the year.

Incentives for the medical savings
account have a tendency to suck out
all the healthy people from the insur-
ance pool, put them into a medical sav-
ings account where they will not be
using a lot of medical health care, but
leaving behind people who do get sick,
who do have to go to the doctor and do
have to go to a hospital during the
course of a year. If the only people re-
maining in an insurance pool are peo-
ple who have to use doctors and hos-
pitals, the risk becomes so great be-
cause of the loss of healthy people,
that their premiums would rise so high
that insurance would soon be
unaffordable for them as well.

My fear is that while a medical sav-
ings account takes care of one group of
people, it causes far greater problems
than are justified for everybody else,
which is the vast majority of the re-
maining people in this country.

I think at the appropriate time we
should set aside the medical savings
account, with an amendment if we
have to, look at the other amendments
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that Senator DoLE has offered, and |
think most of them, from my personal
observation, are good. | think we
should accept them. But certainly not
the medical savings account at this
time.

Let me conclude, once again, saying
to Senator KENNEDY and Senator
KASSEBAUM, my congratulations to you
for bringing to the Senate a real oppor-
tunity to do real health care reform in
1996. We hope that the Senate and the
House would ultimately pass this legis-
lation, and the President should sign
it.

Mr. FEINGOLD. Mr. President, | rise
in support of this bipartisan health in-
surance reform bill, a measure that I
was pleased to cosponsor. There are a
number of reasons to support this leg-
islation introduced by my good friends,
the Senator from Kansas and the Sen-
ator from Massachusetts.

Let me focus my remarks on ways in
which this measure should provide
some meaningful help for one group in
particular. That is our Nation’s small
businesses.

From existing companies trying to
maintain health care coverage to indi-
viduals who are trying to start a small
business, this bill addresses several
problems confronting smaller firms
trying to provide health insurance for
their employees.

First, Mr. President, and | want to
emphasize this, the measure addresses
the barriers often posed by preexisting
conditions. An estimated 81 million
Americans have some kind of preexist-
ing medical condition that could, un-
fortunately, affect their insurability.
The legislation limits the ability of in-
surers to impose exclusions for pre-
existing conditions.

In addition, the bill requires insurers
to sell and renew group health policies
for all employers who want coverage
for their employees, and it prohibits
group health plans from excluding any
employee based on health status.

Now, Mr. President, this can be espe-
cially helpful to our small businesses.
The problem of getting insurance does
not just affect individuals with pre-
existing conditions. Whole industries
have been denied coverage by certain
insurers because they are not to em-
ploy people who are more likely than
others to get sick.

A study by the Congressional Re-
search Service found that several in-
surers routinely denied coverage to
dozens of different types of businesses
ranging from some of the following:
auto dealers, barber shops, beauty par-
lors, hotels, lodges, and restaurants.
Mr. President, even businesses and in-
dividuals that have health insurance
cannot be sure of maintaining their
coverage if illness strikes.

Insurers can, therefore, collect pre-
miums for years and then just suddenly
refuse to renew coverage in individuals
or employees who begin to incur large
health care costs. So, requiring insur-
ers to renew policies can certainly help
address that problem. This bill finally
helps move us down this road.
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Mr. President, the bill also guaran-
tees renewability of individual policies
and prohibits insurers from denying in-
surance to those moving from group
coverage to individual coverage. We
know that the inability to retain
health care coverage once somebody
leaves a job can trap many people in
the jobs they wish to leave. This is
often referred to as “‘job lock,” a prob-
lem, according to one survey, that may
touch one quarter of all American
workers—individuals that stay in jobs
they would otherwise leave, because
they fear losing their health care cov-
erage.

Mr. President, this job-lock effect
has an impact on small business, as
well. Unless you inherit wealth, or
maybe win the lottery, the chances are
pretty good that anyone who wants to
start a small business will be some-
body’s employee—at least as they
make the decision to become a small
business person. If you or a member of
your family have any kind of preexist-
ing condition, you may be faced with
this job lock. The inability to get
health insurance prevents those indi-
viduals from leaving their existing jobs
to start their new business.

Mr. President, | think this barrier
has a major impact on our economy by
discouraging new business startups. We
all know that small business is the real
foundation of our economy. We have an
insurance practice that discourages
people from taking their good ideas
and starting new businesses that will
employ many more people. That is a
real, real restraint on the growth of
our economy.

Mr. President, finally, 1 want to com-
mend the authors of this measure for
the provisions that help make it easier
for small businesses to form private,
voluntary coalitions to purchase
health insurance, and to also negotiate
with providers in health plans.

While the economic power of big
businesses has enabled many larger
firms to contain health care costs and
improve the quality of health care for
their employees, small businesses con-
tinue to see health care costs climb.

The Senate Labor and Human Re-
sources Committee reported that while
health care costs for large employers
declined 1.9 percent in 1994, small em-
ployers saw an average increase of 6.5
percent. This is a very large discrep-
ancy, and one that really discourages
small business at the same time that
larger businesses are benefited.

By providing small employers and in-
dividuals with the kind of economic le-
verage in the marketplace that is cur-
rently enjoyed by large employers,
these provisions should help bring the
costs of health insurance down for
small businesses and individuals.

Mr. President, as you know, there are
over 50 cosponsors of this measure,
pretty evenly divided between Demo-
crats and Republicans. Of course, this
is an indication of the broad desire for
health insurance reform. But it is also
an indication of the care taken by Sen-
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ator KASSeBAUM and Senator KENNEDY
in crafting a measure that, finally, has
a real good chance of becoming law, at
a time of very heightened political sen-
sitivities on this issue.

Before any measure is enacted, it has
to navigate the choppy waters of each
body, a conference committee, going
back to each body again, and, finally,
receive Presidential approval.

That is no mean feat at any time, but
it is especially difficult in the political
environment of a Presidential election
year.

If this bill becomes law, as | hope it
will, its enactment would be in no
small part due to the legislative skills
of the Senator from Kansas and the
Senator from Massachusetts, and, |
might add, to the fondness and respect
many of us in this body have for both
of them.

Mr. President, | congratulate my
friends, and | yield the floor.

Mr. WELLSTONE addressed the
Chair.

The PRESIDING OFFICER. The Sen-

ator from Minnesota is recognized.
PRIVILEGE OF THE FLOOR

Mr. WELLSTONE. Mr. President,
first of all, 1 ask unanimous consent
that Dr. Maimon Cohen, a fellow on my
staff, have the privilege of the floor
during the pendency of this legislation.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. WELLSTONE. Mr. President, I
think every Senator who came to the
floor has thanked both Senator KASSE-
BAUM and Senator KENNEDY for their
fine work. | wish to join in that. | also
say to the Senator from Kansas, who is
chair of the Labor and Human Re-
sources Committee, that along with ev-
eryone else, | will miss her. | think she
has been a great Senator for Kansas
and for the benefit the country. | mean
that sincerely.

Mr. President, | think this is a very
important piece of legislation for a
number of different reasons. | would
like to start out talking about that. |
am going to be relatively brief, | say to
other colleagues, who may want to
come down to the floor for opening
statements.

I think this is important because,
first of all, we will not be able to have
any kind of regulation if we do not do
it at the Federal level because of
ERISA exemption—in other words, pre-
emption. In other words, so many citi-
zens in our States are insured by self-
insured plans, and really it is impos-
sible for States—and Minnesota has
run into this—to pass reforms that, in
fact, will help people and cover every-
one because self-insured plans are ex-
empt from that coverage. We ran into
this the other day when we marked up
an important piece of legislation that |
hope will come to the floor, where we
said, look, you really do not want to
have a family be put in the situation
where a mother with a newborn is told,
after 24 hours, regardless of cir-
cumstances, “You are out.” | mean,
that is something that people in the
country do not think is fair.
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But the fact of the matter is that
even though my State of Minnesota
has passed such a piece of legislation,
saying, no, that is not fair, there has to
be a mother and a doctor and the fam-
ily in consultation making decisions
about what is good for that mother,
about 40 percent of the citizens in Min-
nesota would not be covered because
they are in a self-insured plan.

This is an extremely important piece
of legislation. 1 hope it is not so
weighted down with Killer amendments
that it does not pass. This is a biparti-
san effort, and | think we ought to take
this step for one reason more than any
other; it is just a matter of elementary
fairness. I have not seen polls on this,
but | think the Senator from Kansas
and the Senator from Massachusetts,
and all the rest of us that are cospon-
sors, would go forward regardless, but |
just bet that 99 percent of the country
would agree with the proposition that
if you have paid your premium on
time, just because you now have a bout
with breast cancer, or some other kind
of illness, it would be outrageous to all
of a sudden find yourself without cov-
erage, or you should leave one job and
go to another job and not be able to ob-
tain coverage.

Most all Americans just find that to
be an outrageous proposition. My wife,
Sheila, has been my teacher when it
comes to domestic violence issues. And
with the support of both the Senators
from Kansas and Massachusetts in
markup, we have a provision in here
that we think is important dealing
with issues of family violence. | wish
these issues were not out there. But we
want to make sure battered women are
not battered again. If a woman is beat-
en up and comes to a hospital with her
children and reports that, which is
what she should do, and which is the
first step in being able to leave a very
dangerous home—and, unfortunately,
homes are not always the safest places
in the world—she would not find her-
self without coverage for that condi-
tion.

So this is really a piece of legislation
that is a matter of basic fairness. |
know GAO has estimated that some 25
million Americans could benefit. | also
want to make the point that most of
the uninsured in our country are unin-
sured because they cannot afford cov-
erage, not because they are denied cov-
erage.

So, in other words, we have a piece of
legislation that deals with accessibil-
ity and with portability. For those of
you listening to the debate, that means
you can go from one job to another and
not lose your coverage or be locked out
because of a preexisting condition. We
are not still dealing with affordability.
In Minnesota, there are 400,000 Min-
nesotans without insurance coverage,
and 91,000 of them are children. In the
main, that is not because of preexisting
conditions, it is because the families
cannot afford the coverage. Nation-
wide, the uninsured now number 40
million people.
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I hope that we will get to the point,
again, in this Congress when, in fact,
we make sure that every citizen in our
country has at least as good a health
care coverage as we have as Senators
and Representatives. This piece of leg-
islation does not do all that, but it is
an important step forward.

One other concern | have, Mr. Presi-
dent—and | just want to make this
point—you cannot do everything in one
piece of legislation. I am out here to
support it. 1 worry a little bit that
what might happen is that the insur-
ance companies might say, ‘““OK, when
you shift from job to job, or you move
from one job and now you want to set
up your own small business, or what-
ever, we will not deny you coverage be-
cause of a preexisting condition, but we
will raise your premium to $8,800 a
year or $9,000 a year,” in which case,
my fear is that it will become the func-
tional equivalent of preexisting condi-
tion discrimination. Let us hope we
have the cooperation of the insurance
industry. But | just flag that as a po-
tential problem.

Last point, Mr. President. | have
been doing a lot of work with my col-
league from New Mexico, Senator Do-
MENICI. A couple of years ago, we start-
ed a working group on mental health.
Both of us, and other Senators, feel
very strongly about this issue. We are
working on an amendment that | think
is real important. It is an amendment
that would provide equitable health
care coverage for mental illness and
substance abuse services. In other
words, what we want to make sure of is
that we, once and for all, put a stop to
the discrimination that all too often
takes place in the health care field. We
are simply talking about parity—par-
ity in coverage for physical and mental
health and substance abuse services,
and not different co-pay requirements,
not arbitrary caps on visits with physi-
cians or other health care providers. |
have to say that | believe this amend-
ment, which we have worked very hard
on, is an extremely important amend-
ment.

I believe that Senators, regardless of
political party—Senator DOMENICI and
| certainly do not agree on all issues,
but we have been immersed in this
issue for several years now. We have
seen all of the ways in which people,
who are struggling with these health
care problems, fall between the cracks.
We have seen the discrimination. And
this amendment, which will really
focus on the importance of parity,
which will make sure there is no dis-
crimination in this area, | think, is ex-
tremely important.

I will have data to bring to the floor.
I will talk about some of the insurance
plans right now that do not discrimi-
nate and will talk about why this part
is so important. | will talk about the
differences it can make for women and
men being able to work, to live lives of
dignity, and to contribute to the com-
munity.

But | do look forward at some point
in time as we move along with this
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piece of legislation to bringing this
amendment to the floor with my col-
league, Senator DOMENICI. Mr. Presi-
dent, I do not know that there has been
another Senator who has been a
stronger voice in this area for those
citizens who are struggling with men-
tal illness. The same thing can be said
for his wife Nancy. For Sheila and I,
this has emerged as a professional and
a personal friendship. | look forward to
being able to proudly bring this amend-
ment out to the floor with my col-
league and good friend, Senator Do-
MENICI, and | hope in the spirit of what
I think is bipartisanship that we will
be able to get good, strong support.

I yield the floor.

Mrs. KASSEBAUM. Mr. President,
may | respond for a moment to the
Senator from Minnesota, who is a val-
ued member of the Labor and Human
Resources Committee?

When he mentioned the rate increase
possibly coming if we do not cap any of
the premiums, | would just say also
that we do not preempt States from
doing community weighting or a cap, if
a State so desires. That is one of the
flexibilities that | believe is important.
It is one of the reasons we have the
strong support of the State insurance
commissioners. That flexibility which
has been built into this also has strong
support from the National Governors’
Association.

Mr. WELLSTONE. Mr. President, |
never argue or disagree with the chair-
man of my committee. | think it is a
point well taken. | do hope at the State
level we will have in fact that over-
sight and that accountability.

Mr. WYDEN addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Oregon is recognized.

Mr. WYDEN. Mr. President, thank
you very much.

Mr. President, | take the floor today
to speak on behalf of this extremely
important bill. In doing so, | want to
commend the chair, Senator KASSE-
BAUM, and also Senator KENNEDY for
what | think is exactly the kind of
spirit of bipartisan effort that is need-
ed to produce an important health bill.

The reason this legislation is very
important is it will provide a new path
for upward mobility in American life. |
have seen again and again in my home
State—this goes back to the days when
I was director of the Grey Panthers, a
senior citizens group at home—I have
seen citizens cut off from economic op-
portunity because this bill was not law.
You could have, for example, a young
person just starting their career in Or-
egon. They are working hard. They are
committed, doing well in the market-
place, playing by the rules, and show-
ing the kind of discipline to get ahead
in the work force. But they, in effect,
end up being cut off because they have
a medical problem. So, if they hear
about a better job across town, another
economic opportunity where they can
make a better wage, they lose out sim-
ply because today’s insurance system
does not work all that well unless you
are healthy and wealthy.
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With this legislation, it is going to be
possible to make the health insurance
system work for all Americans so that
all Americans can get access to health
insurance and get it when they need it
most, which is when they have serious
medical problems.

I would like to give special thanks to
the chair, Senator KAsSseBauM, and to
Senator KENNEDY for their efforts to
work with those of us from Oregon. Or-
egon has been one of the States, as the
Chair knows, that has consistently
been out in front in terms of health re-
form. We have done it with the Oregon
Health Plan, for example, innovative in
terms of senior programs, and we have
been on the cutting edge with insur-
ance reform as well. There is a very
special State effort supported by Re-
publicans and Democrats alike at
home. We have initiated a number of
important insurance reforms at the
State level that we felt had to be pro-
tected. Through the good offices of the
chair, Senator KASsSeBauMm, and Sen-
ator KENNEDY that has been possible.

I have been notified in writing that
the Oregon insurance reforms that
have been initiated on a bipartisan
basis are working well according to the
insurance industry, and consumer
groups alike are protected under this
legislation.

Finally, Mr. President, let me add
that no one should be mistaken about
how much more is left to do in the area
of health reform. If | had my way, for
example, a very important, albeit mod-
est, change that we would add to this
legislation would be to open up the na-
tional practitioner data base to the
public so that the citizens of this coun-
try could get access to the disciplinary
record where the medical profession
has disciplined one of their colleagues.
I wrote this law as a Member of the
House of Representatives—again, a
statute that has bipartisan support.
Today in that data bank lay thousands
and thousands of names of physicians
who have been disciplined formally by
their colleagues, and the American
people cannot find out about it.

Senator BOXER has done yeoman
work on this issue. A number of our
colleagues on both sides of the floor
have approached me on this. If I had
my way, we would be on the floor today
including this important change that
would be of benefit to consumers.

But as a number of our colleagues
have noted, it is not possible to get all
the way to health reform in America.
It is not possible today to get all of the
work done that needs to be done to pro-
tect consumers and to insure universal
coverage. But | think it is quite clear
that a major step forward is being
taken as a result of the bipartisan
work done by Senator KAsSseBaum and
Senator KENNEDY.

I urge my colleagues to support this
legislation and then, as it goes to con-
ference, to reject the number of
anticonsumer provisions that were
added in the House. For example, in
the House—it seems, again, incredible
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to see this kind of anticonsumer re-
treat—the House wants to roll back the
protections for older people who buy
policies to supplement their Medicare
care. The late Senator Heinz of Penn-
sylvania and others fought for years
for this legislation. The House wants to
roll it back. The House wants to roll
back the fight against fraud and waste.

So, | hope today that the Senate will
vote for this important bipartisan leg-
islation—it is an important step for-
ward—and then to reject the legisla-
tion in conference coming from the
House.

Mr. President, | ask unanimous con-
sent that my letter to Senator KEN-
NEDY on the Oregon reform proposal
and his reply to me be printed in the
RECORD.

There being no objection, the letters
were ordered to be printed in the
RECORD, as follows:

U.S. SENATE,
Washington, DC, March 29, 1996.

Hon. EDWARD M. KENNEDY,

Ranking Member, Committee on Labor and
Human Resources, Russell Senate Office
Building, Washington, DC.

DEAR SENATOR KENNEDY: The development
of S. 1028, the ‘“Health Insurance Reform Act
of 1995,”” certainly is one of the current Con-
gress’ most important advances in assuring
access to quality health care. | look forward
to the debate of this significant legislation
on the floor of the Senate.

I am, however, concerned that our efforts
to extend health insurance coverage and end
“‘job-lock’ not impede significant advances
made by individual states in the health in-
surance reform arena. One such effort is
coming to culmination in my home state of
Oregon, and | write to you today to inquire
if the Oregon reform proposal likely would
be subject to a favorable exemption ruling by
the Secretary under the language of Section
112 of your legislation. The section’s flexibil-
ity in this regard will be an important ele-
ment in my consideration of the overall leg-
islation.

Embodied by Oregon State Senate Bill 152,
our group-to-individual portability plan was
designed by a working group of state insur-
ance officials, insurance carrier representa-
tives and health insurance agents. This en-
acted state law will extend affordable health
insurance coverage by mandating that all
state-regulated group insurance carriers
offer portability plans to persons leaving
groups after having had six months of con-
tinuous insurance coverage.

This plan also demands that carriers offer
a choice between both a moderately priced
insurance package based on the average of
the State’s most popular HMO plans, and a
lower-priced, catastrophic coverage option.

Finally, group carriers that have individ-
ual products can offer them as their port-
ability products as long as they offer both
the prevailing (HMO average-best) and low-
cost options.

The Oregon insurance reform program, due
to go into effect October 1, 1996, with port-
ability plans on the market by January 1,
1997, has other encouraging elements as well.
For your information, | attach a copy of a
March 22, 1996, letter to me by two members
of the working group which produced the
plan. Should you have any questions regard-
ing this letter, please don’t hesitate to con-
tact me, or Steve Jenning of my staff at 224-
1084.

Thank you for your consideration of this
matter. | look forward to working with you
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on this issue, and on other important health
matters.
Sincerely,
RON WYDEN,
U.S. Senator.

U.S. SENATE, COMMITTEE ON
LABOR AND HUMAN RESOURCES,
Washington, DC, April 18, 1996.
Hon. RON WYDEN;
U.S. Senate,
Washington, DC.

DEAR RON: Based on my understanding of
the Oregon plan, it would clearly meet the
requirements for an alternative State mech-
anism under the State flexibility mechanism
of the Kennedy-Kassebaum bill. My under-
standing is that your program offers a pro-
gram for all individuals leaving insured
group coverage that allows them to remain
in a pool with employed persons remaining
in the entire insured market. For those indi-
viduals leaving self-insured coverage, access
to an open high risk pool meeting the stand-
ards of the bill is guaranteed.

Yours sincerely,
EDWARD M. KENNEDY.

Mr. WYDEN. Mr. President, | yield
the floor.

Mr. DEWINE addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Ohio.

Mr. DEWINE. Mr. President, | would
like to say a few words in support of
the pending legislation.

Our distinguished colleagues, the
Senator from Kansas and the Senator
from Massachusetts, | believe, have
crafted a sensible piece of legislation
that really represents the broadest pos-
sible consensus on health reform that
we can achieve at this point.

Back in 1994 when | was a candidate
for the U.S. Senate, the President was
trying to get Congress to enact a
health reform bill. That was a health
reform bill that went substantially fur-
ther than the national consensus on
health care would allow. For better or
for worse, the American people made a
decision. They made a decision and de-
termined that they would not support a
bill that threatened a large expansion
of Federal involvement in health care.
They made the decision that that sim-
ply was not good.

During that debate when | was run-
ning for the Senate, | said that the fail-
ure to enact the President’s plan did
not mean that we would have to give
up on health care reform. And we
should not. In fact, what we should do,
as | said at the time we should do, is to
try to get a consensus, that there were
things that we could agree on, there
were things that Democrats and Re-
publicans could agree on, liberals and
conservatives. We ought to agree on
those things. We ought to put that into
legislation, and we ought to pass it. |
think what we have in front of us today
is just that. It is that bipartisan con-
sensus. It is a consensus of what we can
agree on.

There was, going back 2 years ago, a
broad agreement on several aspects of
this health care reform—disagreement
on some areas but agreement on oth-
ers. One of the areas where there clear-
ly was agreement was on the problem
of portability, or the challenge of port-
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ability or the need for portability. Ba-
sically, there was agreement on the
issue of letting people who have pre-
existing conditions get health insur-
ance. That was very important. Let
small businesses form purchasing pools
so their employees could get a better
price for health insurance. There was
and is agreement on that.

These are basic mainstream prin-
ciples. | am happy to say that they are
embodied in the legislation that we
have before us today.

The Kassebaum-Kennedy legislation
would create major positive changes in
the health insurance market, and it
would do so without imposing new
mandates on employers or creating
new Government bureaucracies. It
would give workers the flexibility to
change jobs without losing their health
insurance coverage. It would protect
families from losing their health insur-
ance if a family member loses his or
her job.

Mr. President, according to the Gen-
eral Accounting Office, the bill would
provide health care security to 25 mil-
lion additional Americans. This 1is
genuinely a far-reaching health reform
that | believe does in fact preserve the
bipartisan support it is receiving in the
Chamber. | am glad today to be able to
add my voice in support of this legisla-
tion.

Let me, if | could, turn very, very
briefly to another issue, and | had in-
tended to speak and still intend to
speak sometime today or tomorrow or
early next week at length on this, but
I wish to take a minute right now to
call my colleagues’ attention to this
and also the American people.

Next week is National Organ Donor
Awareness Week. | again will speak at
length about this in the future. But the
basic facts are that we lose people
every day in this country, 7, 8, 9, 10
people, people who medical science,
medical capabilities could save, but we
lose these people, their families lose
them, because they are on a waiting
list, a waiting list to get an organ
donor transplant.

They die because, frankly, there sim-
ply are not enough organ donations
made in this country every day. The
reason that there are not enough is
very simple. It is that too many fami-
lies, when faced with life’s most hor-
rible tragedy, and that is the loss of a
loved one, do not really know what to
do when they are asked whether or not
they will donate their loved one’s
organ or organs.

I encourage my colleagues and fami-
lies across the country to talk about
this issue because | am convinced that
the vast majority of American people
are caring, loving people who want to
help other people when they can and
who, if they think about this for any
period of time at all, will conclude that
if, heaven forbid, something traumatic
would happen to them and they would
be killed, they would want their organs
to be donated to somebody else, so
somebody else could see, so somebody
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else could live, so somebody else could
carry on a productive life.

As | said, | will speak more about
this at length later. | see my colleague
from North Dakota is present and
ready to speak. | am not going to hold
him up at this point. But | just again
call my colleagues’ attention to this.
National Organ Donor Awareness Week
is next week. It is one of the rare times
in public office or in public debate in
this country where, when we talk
about an issue, we can help solve it. It
does not cost any money to do it. It is
just a question of getting people to be
more aware of the tragedy that occurs
every single day to someone who could
be saved, when someone who could re-
main with their family and be produc-
tive and live a good life dies because
other individuals, not knowing really
what to do, make a decision not to
allow their loved one’s organs to be do-
nated.

So, Mr. President, | appreciate the
Chair’s indulgence and my colleagues’
indulgence, and | will today or tomor-
row be talking further at length about
this important issue.

| thank the Chair.

Mrs. KASSEBAUM. Mr. President, |
should like to recognize first the valu-
able work that the Senator from Ohio
has done on the Labor and Human Re-
sources Committee. Senator DEWINE
has worked hard to help us get this put
together. He was worked hard on all
the other health issues that have come
before the committee, and as he men-
tioned is a major leader along with
Senator FRIST on the organ donation
issue. So | appreciate his assistance
with the legislation.

Mr. DORGAN addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. DORGAN. Mr. President, | too
commend the Senator from Ohio. |
know he has done a great deal of work
on the issue of organ donation—work
that | support very strongly. | hope we
will advance public understanding and
knowledge about organ donation, not
only in this legislation but in other
pieces of legislation as we move for-
ward.

I did want to say as | begin—and 1
will be very brief since there are others
in the Chamber who wish to speak—I
cannot think of two more able Sen-
ators to bring a piece of legislation
like this to the floor than Senator
KAsSsSeEBAUM and Senator KENNEDY. This
Senate will be diminished when Sen-
ator KASSEBAUM leaves, but she has
done outstanding work on this legisla-
tion and she and Senator KENNEDY de-
serves to be complimented for bringing
this to the floor. In my judgment, the
approach we’ve taken to this legisla-
tion—finding the issues that we all
agree on—is the kind of thing we
should be doing routinely. | did not
support the Clinton health care plan. |
did not cosponsor the Clinton health
care plan because | believed then that
it was too bureaucratic. But he was
asking the right questions. We needed
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to address health care for two reasons.
One, to provide broader access to
health care. And two, to try to do
something about the escalating costs
of health care.

I happen to think the proposal that
he made was too bureaucratic. It would
have not advanced the solution in both
of those areas that | think was appro-
priate. But that does not mean we do
not have problems in both areas that
we must address. This piece of legisla-
tion addresses one of those. It address-
es the issue of access to health care.

Again, this is exactly what we should
be doing when we have a disagreement,
a substantial disagreement about a
major policy issue. What we ought to
do in those instances is find where is
there an area of agreement, and that is
what happened with this legislation.

This legislation addresses the issue of
access. It brings together those varying
viewpoints in the Senate into one bill
on which we can all agree that, yes,
this advances the issue of access to
health care. That is why | am pleased
to have been a cosponsor of the legisla-
tion and am pleased today to speak in
favor of it.

The health care system in this coun-
try is a remarkable system. You do not
see very many Americans who get sick
and decide to get on an airplane and go
to some other country for health care.
That would be a very unusual thing to
see. What you see instead is people get-
ting on an airplane or getting on some
other means of transportation and
coming to America to get health care
because we have a wonderful system of
health care.

But we have two problems. One, not
everyone has access to it, and, two, its
cost is escalating. It has diminished a
little bit in recent years, but it has
been escalating double and triple the
rate of inflation every year for many
years, and that prices health care out
of the reach of too many of our Amer-
ican citizens.

All of us understand that our health
care system is a system that offers
miracles to many Americans—new
hips, new knees, cataract surgery, even
heart transplants. The list is endless.

I would suggest that anyone who
wonders about where all of this comes
from might go out to the National In-
stitutes of Health. Take a look at
something they have out there called
the ‘“Healing Garden,”” where they do
research on a range of plants and all
kinds of other things that produce all
of these wonderful new medicines.
They do research on a whole range of
health care issues and develop new sur-
gical techniques and new approaches.

We have invested a substantial
amount of money that has produced
enormous rewards for our society. And
with all of those miracles and all of
this wonderful medicine, the two re-
maining questions are, one, how do we
provide to people more access to this
wonderful system, and, two, how do we
bring the cost down so it does not rise
out of the reach of too many American
people?
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This bill addresses that issue of ac-
cess—not for everybody, but it does it
in a way that pulls together those
things that we agree on. This includes
dealing with the limits on exclusions
for preexisting conditions. This bill is a
very modest approach that solves part
of that problem, a major part of that
problem, for many of the American
people.

A whole lot of people are locked in
their jobs because of this issue of pre-
existing conditions. They are unable to
move, because if they move they can-
not carry that insurance with them
and no other insurance carrier will
pick them up because they have had a
preexisting condition. This piece of leg-
islation deals with that in the right
way.

This legislation says to insurance
companies: if someone has been a good
customer of yours, buying your policy
for years, you cannot drop coverage
simply because that person gets sick.
This piece of legislation also addresses
the issue of portability, and does it in
exactly the right way.

So | am pleased that we are here on
the floor with this piece of legislation.
It is exactly the kind of thing we ought
to do. Instead of continually talking
about what we cannot agree on, we
should find the areas where we can
agree to begin moving toward a solu-
tion to a problem. That is exactly what
this piece of legislation does.

Let me end where | began, by com-
plimenting the Senator from Kansas,
Senator KASSeBAUM. This body will be
diminished by your leaving at the end
of this year, but you will have left your
mark here in many, many ways. You
and Senator KENNEDY will have left an
indelible mark, if we can pass this leg-
islation, by advancing this issue of ac-
cess to a wonderful health care system
to millions and millions of additional
Americans who ought not be left out of
the system.

So | compliment Senator KASSEBAUM
and Senator KENNEDY for their diligent
work and | hope we can do exactly the
same thing on other issues in the com-
ing weeks. If we disagree, let us figure
out where we disagree, but then let us
find the center. We ought to come to
the floor to move toward solving prob-
lems, rather than being so intractable
in our own camps and deciding we sim-
ply cannot solve problems.

I look forward to casting a final vote,
an aye vote on this legislation. | hope
it does not get too loaded down as it
moves along. | hope the Senate will act
with some haste to try to move this to
a conference.

| yield the floor.

The PRESIDING OFFICER
CAMPBELL). The Senator from
[Mr. CRAIG], is recognized.

Mr. CRAIG. Mr. President, | come to
the floor this afternoon in support of
the intent of S. 1028. Let me join my
other colleagues in thanking the Sen-
ator from Kansas for her work in get-
ting this kind of health care reform
legislation to the floor, and also the

(Mr.
Idaho,
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Senator from Massachusetts for the
work that he has done in this area.

Health care in some form has been on
the congressional agenda for several
years. It is an important issue, and |
hope by the end of this process we will
have a health care insurance reform
proposal that will make health care in-
surance more accessible and more af-
fordable.

The purpose of S. 1028, the Health In-
surance Reform Act of 1995, is to in-
crease access to health care insurance,
improve the portability of benefits,
give people greater security, and in-
crease the purchasing power of individ-
uals as well as small employers. The
bill does this through a series of insur-
ance market reforms. For example, the
bill would reduce the duration of exclu-
sions for preexisting conditions by
crediting enrollees for maintaining
continuous coverage through a pre-
vious employer. Another important
component would be the portability of
coverage from a group plan into the in-
dividual insurance market.

The bill also includes a proposal that
would create new State-based health
insurance purchasing cooperatives, or
HIPC’s, based on a program that was
included in the Clinton-Mitchell health
care reform bill. These HIPC’s are in-
tended to give small businesses and in-
dividuals greater purchasing power in
negotiating more favorable rates.

Many ldahoans complain that they
are locked into their current jobs be-
cause they fear losing their health care
insurance. Several of my colleagues
have been on the floor in the last few
hours, giving examples of this kind of
very real problem that Americans face.
In some instances, entrepreneurs avoid
starting their own businesses because
they are unsure that they would be
able to provide health care insurance
for their families in the way that they
were covered under their current em-
ployer. This is a problem that has ex-
isted in this country in an increasing
way over the last decade, and it simply
needs to get corrected. This legislation
offers that correction.

Another problem commonly raised is
that individuals who have had major
illnesses or preexisting conditions can-
not obtain coverage if they change
jobs. In other words, once you have a
medical record, insurance companies,
by that record, can disallow you cov-
erage for that problem under a new in-
surance policy. These kinds of fears are
real. Real life examples are given, and
they are faced by individuals and fami-
lies every day. The security issue |
mentioned, as part of the intent of this
bill, is a very important component of
health care insurance reform.

We must all be mindful that health
insurance reform will have an impact
on the marketplace. These kinds of re-
forms that are being proposed in this
legislation are not without cost. As we
cause the insurance market to change,
the marketplace will price itself dif-
ferently. In our effort to improve ac-
cess to health care coverage we need to
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be extremely cautious and ensure that
there is a minimal impact on the cost,
or the increased costs of insurance, es-
pecially in the individual market.

One thing we can do is to address the
issue of cost in this bill. A number of
valuable provisions for addressing
these consumer concerns were included
in the Balanced Budget Act. However,
that was vetoed by the President, so
they are not yet available to cor-
respond with this legislation when it
becomes law.

Therefore, Mr. President, while 1
agree on the intent of S. 1028, to im-
prove access, | do have concern about
the issue, of affordability. In order to
fully address access to health care cov-
erage we must look at affordability.
While we create potential flexibility in
the marketplace, if we drive the cost
beyond the reach of the individual, the
family or the employer, then what
have we solved? What old problems
have we only changed into new ones?

In order to fully address access to
health care coverage, we must look at
the whole issue of affordability. There
are several key amendments that |
think are going to be offered by the
leader which will help us a great deal
in solving this potential problem, such
as increasing tax deductions and imple-
menting medical savings accounts, or
MSA’s, as the public has grown to
know them. MSA'’s should be a part of
this bill. That amendment will be of-
fered. | certainly hope the Senate will
respond as they should to the question
of affordability, rounding out this leg-
islation by addressing the cost compo-
nent.

Title 11l of this legislation, S. 1028,
includes a sense of the committee lan-
guage that MSA'’s should be enacted. If
they should be enacted—and that is
what the committee says and what the
legislation says—then why do we not
do it? Let me read what the sense of
the committee is.

It is the sense of the committee on Labor
and Human Resources of the Senate that the
establishment of medical savings accounts,
including those defined in . .. the Public
Health Service Act . . . should be encouraged
as part of any health insurance reform legis-
lation passed by the Senate, through the use
of tax incentives relating to contributions
to, the income growth of, and the qualified
use of, such accounts.

That is what the legislation says.
That is what the law would say. But, if
we do not add an amendment to it, it is
fine rhetoric but it does not address
the needs of the American people. And
it does not, in my opinion, create the
component of affordability that this
Senate must be responsive to, if we are
to bring about this kind of insurance
reform.

| said the language is supportive, but
it does not change anything. Instead of
using this bill to speak to the issue, we
should be using it as an opportunity to
give consumers this valuable tool to fi-
nance health care costs.

MSA’s work much like individual re-
tirement accounts, something that the
consuming public of this country
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knows about and likes. They are often
coupled with a catastrophic health care
policy, but some models have been con-
ducted in combination with managed
care plans. A limited amount can be
deposited annually, usually equaling
the amount of the high deductible. At
the end of the year, the unused amount
is rolled into the next year, allowing
for savings to accrue.

If an individual does experience a
catastrophic illness, savings can be
used to meet the annual deductible, as
well as cover any copayment that may
be included as part of the catastrophic
plan.

MSA'’s are portable because they be-
long to the individual. If we are re-
forming health care insurance, why do
we not create a vehicle that provides
increased opportunity for individuals
to possess health insurance?

Regardless of your employment sta-
tus, your MSA'’s stay with you. So, the
job-lock question is less likely to
occur. In addition, savings you accrue
can then be taken with you and used to
pay for insurance premiums if you are
between jobs. If you want to start your
own business and step away from an
employer who provides insurance, the
MSA stays with you. You can buy your
own insurance with it.

It certainly creates tremendous
choice and flexibility for the individual
and families, and that is what we are
concerned about here, the freedom of
the individual and families to make
sure they can provide for themselves.
Health care insurance coverage and
MSA’s can play a tremendous role in
doing just that.

Because MSA'’s have a higher deduct-
ible and lower premiums, they are a
workable alternative for small employ-
ers who currently cannot afford to pro-
vide insurance as a benefit. So they
even offer the small employer greater
opportunity to provide health insur-
ance benefits to his or her employees.

A catastrophic policy and a deposit
in an MSA for the annual deductible
are lower in cost than any other type
of insurance coverage. In addition to
the lowering of cost to the employer
providing insurance, MSA'’s provide the
beneficiary greater flexibility in how
those health care dollars are spent and
limit out-of-pocket exposure.

Finally, because savings can accrue,
this is an opportunity to save over an
individual’s lifetime for those hefty,
late-in-life health care costs such as
long-term care. That is real health care
reform. That is real health care insur-
ance reform.

The cost of long-term care is a big
problem that Senators have tried to
deal with on this floor and that cer-
tainly the seniors of our country have
faced themselves for a long time. Many
of us at our age in life, who have par-
ents who are nearing a time when they
may need long-term care, all of a sud-
den begin to factor some of those finan-
cial costs into our own budget, if we
are capable of doing so, in caring for
the elderly of our family.
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MSA’s could help solve this problem
in a generational way if this Senate
and this Congress would simply quit
talking about the value of them and
allow them to become available to all
Americans.

Mr. President, | have been frustrated
by some of the references about MSA'’s,
that they are an extreme idea that will
help only the healthy and the wealthy.
It could not be further from the truth.
Rather, | argue that MSA’s are a com-
monsense response to the current prob-
lems of our health care system, incor-
porating individual choice and respon-
sibility. The American people under-
stand that and | think the American
people are ready to use this health care
insurance tool in a way that works to
their benefit.

The history of this issue has been one
of bipartisan support. In both the
House of Representatives and the Sen-
ate, MSA bills have been cosponsored
and supported by Republicans and
Democrats alike.

I have a copy of an old ‘“Dear Col-
league” letter on a bipartisan bill, S.
2873, the Medical Cost Containment
Act of 1992. Mr. President, | ask unani-
mous consent that the letter be printed
in the RECORD.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

U.S. SENATE,
Washington, DC, September 8, 1992.

DEAR COLLEAGUE: The United States is
faced with a crisis in health care on two
fronts: access and cost control. So far, most
of the proposals before Congress attempt to
deal with access but do not adequately ad-
dress the more important factor—cost con-
trol. We have introduced legislation that
will begin to get medical spending under
control by giving individual consumers a
larger stake in spending decisions.

We have introduced a bill, the Medical
Cost Containment Act of 1992 (S. 2873), which
would allow employers to provide their em-
ployees with an annual allowance in a ‘““Med-
ical Care Savings Account” to pay for rou-
tine health care needs. This allowance would
not be subject to income tax if used for
qualified medical expenses. Any money not
spent out of a given year’s allowance could
be kept by the employee in an account for
future medical needs during times of unem-
ployment or for long term care. In order to
protect employees and their families from
catastrophic health care expenses above the
amount in the Medical Care Savings Ac-
count, an employer would be required to pur-
chase a high-deductible catastrophic insur-
ance policy.

Unlike many standard third party health
care coverage plans, Medical Care Savings
Accounts would give consumers an incentive
to monitor spending carefully because to do
otherwise would be wasting their ‘“‘own”
money. That is, money that they would oth-
erwise be able to save in their account for fu-
ture needs.

Once a Medical Care Savings Account is es-
tablished for an employee, it is fully port-
able. Money in the account can be used to
continue insurance while an employee is be-
tween jobs or on strike. Recent studies show
that at least 50% of the uninsured are unin-
sured for four months or less.

Today, even commonly required small dol-
lar deductibles (typically $250 to $500) create
a hardship for the financially stressed indi-
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vidual or family seeking regular, preventive
care services. With Medical Care Savings Ac-
counts, however, that same individual or
family would have this critical money in
their account to pay for the needed services.

We feel that, while the Medical Care Sav-
ings Account concept does not provide the
total solution to the crisis in health care ac-
cess, it does begin to address the critical as-
pects of increasing costs and utilization by
consumers.

We hope that you will join us as cosponsors
of this legislation. If you have any questions
please contact us or have your staff contact
Laird Burnett of Senator Breaux’s staff.

Sincerely,
JOHN BREAUX.
DAVID BOREN.
Tom DASCHLE.
RICHARD LUGAR.
DAN COATS.
SAM NUNN.

Mr. CRAIG. Mr. President, this letter
outlines many of the beneficial aspects
of MSA'’s, or medical savings accounts,
in addition. | found it quite interesting
that as part of his pension simplifica-
tion proposal, President Clinton would
allow withdrawals from individual re-
tirement accounts for catastrophic
health care insurance needs. That is a
great idea. But that is an MSA. Wheth-
er Bill Clinton knew it or not, by his
endorsement of this approach, he has,
in effect, endorsed medical savings ac-
counts, and | applaud him for doing so.

Since the healthy-and-wealthy asser-
tions have been made, | want to take a
moment to address this issue, because
it is phony, phony, phony.

Anyone who has experienced chronic
health problems or a catastrophic ill-
ness realizes how difficult it is to cover
out-of-pocket expenses. If that health
care problem is not covered by insur-
ance, you get no assistance in helping
finance the cost incurred. We have peo-
ple who have minimal coverage and are
making limited incomes, and they can-
not afford the out-of-pocket costs to
get across the deductible threshold to
get the benefits of their insurance, in
many instances. For families and indi-
viduals on fixed incomes, this is espe-
cially problematic.

I had a constituent who expressed to
me a frustration that even though she
had great health care insurance, it did
not provide comprehensive dental ben-
efits. She needed to get a tooth capped,
which would cost her at least $500 out
of pocket. Her alternative was that she
should live with the discomfort until
more serious problems occurred with
the tooth that would be covered by her
insurance.

Her frustration was that this was the
only health care problem she had expe-
rienced in the last 2 years and the only
cost incurred other than her annual
physical and dental checkup. She had
not met her deductible, but would have
to find $500 in her monthly budget to
pay for capping a tooth or go take out
a loan, if she could qualify, to cap a
tooth and then spread that cost over
several months. If my constituent had
an MSA, the $500 would have been cov-
ered by funds in her account.

Medical savings accounts would also
benefit individuals with chronic ill-
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nesses, such as diabetes. A few years
ago, several individuals who live with
diabetes complained to me that many
of the health care costs they incurred
are not covered by insurance. For ex-
ample, the glucose testing strips, the
syringes for insulin, dieticians or nu-
tritional services, and the pharma-
ceuticals are not always fully covered
by insurance but are necessary in order
to avoid more expensive, catastrophic
illnesses.

With a medical savings account, a di-
abetic could pay for these expenses
from his or her MSA. In addition, if
they did experience a catastrophic ill-
ness, they would be covered once their
high deductible was met.

Mr. President, some will claim that
MSA'’s will cause people to forgo need-
ed health care treatment. This is sim-
ply not the case. | must say, while that
allegation is made, there is no proof
that MSA’s would have that effect. Un-
like most health care coverage plans,
MSA’s give consumers an incentive to
stay healthy because the money you
spend is your own. In addition, they
provide access to funds for preventive
health care services which may not be
covered by insurance plans.

Let me respond to the other half of
the argument that MSA’s are just an-
other tax break for the rich. Working
families will benefit greatly from
MSA’s. The United Mine Workers of
America have a provision similar to
MSA’s in their current contracts. Mine
workers and other working families, in
my opinion, do not meet the definition
of those who claim this is just for the
rich. | think those are hard-working
people who want and need good health
care coverage for their families. That
is exactly why the United Mine Work-
ers Union negotiated it with their em-
ployers, because it was something the
employers could afford and it gave
those working men and women greater
opportunities for coverage.

I must say | grow saddened by the
kind of rich demagoguery that is
played on the floor of this Senate on a
variety of issues when we try to expand
the base and expand the opportunity
for all Americans by giving tax incen-
tives or tax breaks that allow them to
do certain things beneficial to their
well-being.

Mr. President, regardless of income,
if you get an MSA and catastrophic
plan from your employer, your em-
ployer will be making the same con-
tribution to your account. In addition,
MSA catastrophic plans are a less ex-
pensive option for an employer, espe-
cially small businesses, providing an-
other affordable option for employers
who currently do not provide insur-
ance. That is what insurance reform
should all be about; as | said, to create
affordability and to expand the oppor-
tunity for access to this kind of cov-
erage.

Finally, MSA'’s give lower income in-
dividuals an account to draw from for
primary care and other preventive
services that otherwise would be paid
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out of pocket. The out-of-pocket issue
to those less fortunate in our country
is a very real issue, Mr. President. In
other words, MSA’s eliminate the up-
front deductible required with most in-
surance policies and provide, in es-
sence, by this very action, first-dollar
coverage.

For example, with a traditional em-
ployer-provided insurance policy, a de-
ductible must be reached before the in-
surance policy kicks in. A low-income
parent with a sick child has to find
funding out of his or her monthly budg-
et to pay for the doctor or for any pre-
scription. With an MSA, the worry is
gone because the money has been
placed by the employer in the MSA.
Furthermore, if the problem is cata-
strophic, once the deductible is met
from funds in the MSA account, the
catastrophic policy provides the cov-
erage.

In most cases, out-of-pocket exposure
for individuals with MSA'’s is less than
with other types of insurance coverage
policies. In fact, low-income families
have an opportunity to benefit from
the savings that would accrue in an
MSA over time.

Consider the following: Janet earns
$13,000 a year. She is 20 years old and
keeps her MSA through to age 60. If her
employer deposits $1,800 a year in her
medical savings account and she re-
mains in good health and spends an av-
erage of $250 a year from her MSA, by
the age of 60, assuming an 8 percent in-
terest rate per year, Janet would have
$433,661 in her medical savings account.
Now, that is an optimum scenario.

Let me give a more likely one. Under
the same scenario, with Janet experi-
encing more health problems, and let
us say she is spending $1,000 a year
from her medical savings account for
health care, she would still accrue
$223,000-plus in her medical savings ac-
count by the time she is 60. That is the
opportunity that exists today if this
Senate and this Congress will awaken
to what the American consuming pub-
lic wants.

Under a traditional fee-for-service
HMO-PPO program, Janet would have
health care coverage as long as she
stayed with her employer. She would
have to pay her annual deductible out
of pocket and a copayment for service
once she met that deductible. At age
60, if she retired, she would have no
health care insurance and no medical
savings account. That is the current
law. Even this legislation does not
really address that problem upon re-
tirement, for those individuals who are
not yet 65. Medical savings accounts
do.

So, let us change S. 1028 from rhet-
oric to reality by amending it and put-
ting medical savings accounts in it.
While Janet may not be a real person,
there are plenty of real Janets waiting
to benefit from medical savings ac-
counts.

Mr. President, my home State of
Idaho was one of the first States to im-
plement a statewide MSA program.
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Early reports and reactions to ldaho’s
program have been very, very favor-
able. Ada County, the largest metro-
politan county in my State, was the
first major employer in Idaho to offer
the plan. It is saving the county a lot
of money and providing greater flexi-
bility for county employees. Passing a
Federal MSA plan will enhance what is
already a beneficial program in my
home State of Idaho. It will allow our
MSA program to be even more effec-
tively used across the State. In short,
Mr. President, passing a federal MSA
plan will enhance what is already a
beneficial program in Idaho.

Let me tell you about one of our
county commissioners in Ildaho who
has been a great advocate of medical
savings accounts and was instrumental
in bringing that county on line with an
MSA policy once the State legislature
passed the law. Gary Glenn, an Ada
County commissioner, participates in
the optional MSA plan, as do about 20
percent of the Ada County employees.

Ada County’s medical savings ac-
count plan saves taxpayers’ dollars,
maximizes patients’ choices, and re-
wards responsible health care consump-
tion. The benefits to Gary’s six-mem-
ber family are illustrated in these ex-
amples. The county’s old indemnity
program provided Gary’s family typical
coverage, $100 per person deductible,
with a maximum of $300 per family,
plus a 20-percent copay. The monthly
premium was $494, of which Gary and
his family paid $158 a month.

Under the new MSA, Gary’s family
has catastrophic coverage with a $2,000
per person deductible—the maximum
per family, though, is $3,000—and 100
percent coverage or payment above
that deductible. The new monthly pre-
mium is $194. Gary still pays $158, but
the county pays $36 per month instead
of $336.00 for the old indemnity plan.
This is a dramatic reduction in the
overall cost of insurance on a per
month basis. This provides a savings of
$3,600 per year. Out of the savings, the
county will deposit $2,100 in Gary
Glenn’s medical savings account.

Under the old indemnity plan, Gary’s
family faced a much higher financial
risk. In the worst case, they would be
forced to pay $5,100 in deductibles and
copays out of pocket and after taxes.
Under the medical savings account,
with a $3,000 deductible, no copayment,
and $2,100 in his medical savings ac-
count, the most they would have to
spend out of pocket in 1 year would be
$900. That is important to remember.
Instead of $5,100 out of pocket, they
would spend $900. And the county is
saving literally thousands of dollars as
the employer.

In addition, by reducing Gary’s out-
of-pocket family risk by 82 percent and
providing them with maximum flexibil-
ity in how they spend their health care
dollars, any portion of the $2,100 de-
posit in their account—Gary Glenn’s
account now—is left to spend on health
care, state income tax-free, or to carry
forward and earn interest.
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So under the Idaho medical savings
account plan in Ada County, the tax-
payers of that county and Gary’s fam-
ily are realizing real benefits. Mr.
President, why cannot we be smart
enough to provide that to all Ameri-
cans—to give them at least the option,
the choice? That is real insurance re-
form. That is real flexibility. That is
real portability. MSA’s are an idea
whose time has come. We ought to do
it. Today, though, in this bill we only
offer the rhetoric. | hope the amend-
ment that will be offered by the major-
ity leader will pass and become a part
of this important law.

Let me say in closing that S. 1028 is
a good bill. What | have talked about is
making it a better bill, a more com-
plete reform of the health care system.
Not the adjustments around the edges,
but major reform in a way that fits 21st
century Americans. It gives them the
freedom of choice, access, the individ-
ual decisionmaking authority, the buy-
ing power they need, and it is effective
for all levels of our society, the poor
and the rich alike. That is what it
should be about.

Mr. President, | ask unanimous con-
sent that an editorial from the Idaho
Statesman be printed in the RECORD.
The headline says ‘““Congress Can Fol-
low County Lead on Medical Savings
Accounts.”’

This editorial urges this Congress,
this Senate, and the President himself
to become modern, to become thinkers
and not prohibitors, and add to this
major reform package the concept of
medical savings accounts. | hope we
can accomplish that.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

[From the Idaho Statesman, Apr. 1, 1996]
CONGRESS CAN FoLLOW COUNTY LEAD ON
MEDICAL SAVINGS ACCOUNT

Ada County is leading the way in health-
insurance reform by its use of medical sav-
ings accounts. Too bad many Democrats in
Congress and President Clinton are among
those most afraid to follow.

The U.S. House endorsed medical savings
accounts Thursday as part of its legislative
package on health care, but the outcome in
the Senate is less certain, especially with
Clinton’s threat of a veto looming over the
whole bill.

The nation loses if medical savings ac-
counts are stripped out of the final legisla-
tion in a compromise.

As local experience shows, they can be an
effective way to save insurance expenses and
give consumers more control over decisions
about their own health care.

Instead of traditional and expensive
health-insurance policies, Ada County buys
only catastrophic policies for the 20 percent
of its work force signed up for the program.
The savings are put into the accounts of par-
ticipating individuals and can be used for
routine medical expenses.

The measures in Congress works about the
same.

Individuals could make tax-deductible con-
tributions of up to $2,000 (or $4,000 for fami-
lies) in a medical savings account and would
be required to purchase a high-deductible
health insurance policy for catastrophic ill-
nesses.
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The system saves money because workers
have an incentive to shop around for medical
care. Bargain hunters can motivate doctors
and hospitals to compete, which in turn in-
jects needed market forces into the health
industry.

By eliminating the middle man—insurance
companies—the accounts allow people more
direct control of how, when and where they
spend their medical dollars.

Sadly the issue of medical savings account
has become embroiled in partisan politics in
Congress. But reforming health care and giv-
ing consumers more options should not be a
partisan issue.

It is simply a matter of giving consumers
greater clout as the nation seeks an im-
proved health-care industry.

Mr. KENNEDY. Mr. President, just
for the information of the Senators, we
have been on the legislation since 9:30
this morning, 5 hours, and we have not
had amendments. In the earlier part of
the day, | think both Senator KASSE-
BAUM and | were urging our colleagues
to come over and make comments
about it. We have been blessed with so
many bipartisan comments on the leg-
islation.

We are expecting an amendment by
the majority leader momentarily to be
put down, also a unanimous-consent
agreement in the process of being cir-
culated so we might be able to move
toward the consideration, or we are
going to find a situation as the evening
time comes that Members will say,
“Why can we not attend to some of our
other responsibilities in the evening?”’
We want to try and accommodate ev-
eryone, but we are open for business.
But the first business, we had hoped,
would be the majority leader’s amend-
ment, and then to have a good debate
on that. Part of the debate will be on
the medical savings account, and we
will address that issue in a more com-
plete way at that time.

I just wanted to at least give some
indication to our colleagues about
where we are in the course of the de-
bate.

Mr. SIMPSON. Mr. President, | cer-
tainly will not take 10 minutes.

| want to add my voice to the biparti-
san chorus of support for S. 1028, the
Health Insurance Reform Act. I am
proud to say | was an early supporter
of this one. | signed on as a cosponsor
back on July 17, 1995, just 4 days after
it was introduced by Senator KASSE-
BAUM.

I commend her and | commend Sen-
ator KENNEDY for their determined ef-
forts to advance this legislation
through the Senate in the politically
charged atmosphere of an election
year. She has created a bill that de-
serves the support of Republicans and
Democrats alike.

The provisions of this bill have been
well covered—portability, guarantee-
ing availability and renewability of
coverage, preexisting medical condi-
tions, and maintaining continuous
health coverage, making it easier for
small employers to voluntarily form
purchasing cooperatives—and would
bring about changes that a vast major-
ity of us agree upon.
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Even President Clinton, in a dra-
matic departure from his earlier pro-
posal for a Government-run health care
system, has now embraced health in-
surance reforms that are remarkably
similar to those which President
George Bush proposed back in 1992.
Whatever one might be attempted to
say about the irony of all of that, it
clearly indicates that we now have a
unique opportunity to correct the prob-
lems that pose the most serious threat
to the health coverage of millions of
Americans.

Though each of us can think of var-
ious ways in which we would like to ex-
pand upon the pending legislation, the
reality is that the bipartisan appeal of
the bill will be lost if we go too far in
amending. | intend to be very cautious
about amendments that are offered for
the Senate’s consideration, even in
cases where | might support the
amendment on its merits. | say this be-
cause | would rather pass legislation
that actually becomes law, even if it is
not as far reaching and perfect as |
would like it to be, than to make a
legal statement with legislation that
ends up in the great scrap heap of un-
finished business—and there will be
plenty of that in this session of Con-
gress, things that stood on principle
and could not get into law because you
did not have the votes to get them into
law. Unfinished business—that stack.

When | hold town meetings in Wyo-
ming—I do not know how many of us
still do that; | do—the message | al-
ways come away with is that people
are thirsty for action. They are not in-
terested in excuses or rhetoric or polit-
ical maneuvers from either party. No
matter how clever or imaginative we
are in explaining ourselves, they just
do not buy it. They have had a bellyful
of petty partisan squabbles. What they
long for is to see a Congress identify
areas of agreement, as Senators KASSE-
BAUM and KENNEDY have done with this
legislation, and then act in the best in-
terests of the American people, with-
out agonizing who will win or who will
lose, who will be the top dog, who will
be the underdog when it is finished, or
politically, how to simply portray
Members of the other party in the
worst possible light.

The pending bill would allow us to do
something beneficial, | think, for mil-
lions of Americans who are at most
risk of losing their health coverage.
The General Accounting Office reports
as many as 21 million Americans would
benefit if preexisting-condition exclu-
sions are waived for people who main-
tain continuous health coverage, and,
furthermore, another 4 million would
no longer experience job lock if port-
ability of health insurance is insured.

I believe it is time to move forward,
adopt these protections to the extent
that more sweeping measures are need-
ed to make health insurance more af-
fordable, more accessible. | will help
with that. | surely agree that there is
much more we can do.

I worked with Senators CHAFEE and
BREAUX on issues of a bipartisan na-
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ture. | think that is very important.
Let us consider those items separately
that might serve to bring this down
and view them at another time in such
a way that we do not jeopardize the en-
actment of the pending bill.

I think what we need, sometimes, is
an old-fashioned trait known as self-re-
straint. Perhaps we could even adopt
self-restraint as the theme for the next
several hours as we consider the bill. It
would surely be an appropriate manner
in which to recognize Senator KASSE-
BAUM’s tremendous leadership on this
issue, and to preserve a thoughtful bill
that will provide important health in-
surance protections to millions of
Americans.

Finally, | note the senior Senator
from North Dakota is not on the floor.
I hope he will have an opportunity to
address my remarks. | admire him. He
is a friend. We have worked together.
He has come forward and said that we
should put aside our agendas, put aside
our own causes, work in harmony and
concert. | hear that, yet | also hear
each and almost every day my good
friend from North Dakota stirring up
some issue in some way, usually with a
partisan twist. | think that if we are
going to do that, just note the pending
business of the Senate on the calendar.
The pending business of the Senate is
the illegal immigration bill. It is not
moving simply because the Senator
from North Dakota wishes to place an
amendment on it with regard to the
balanced budget and Social Security.

I am not speaking in a partisan way.
I have been here before. | remember my
dear friend Senator John Heinz placed
amendments on illegal immigration
bills. Even my ranking member has
done such heinous activity from time
to time, the Senator from Massachu-
setts. | have seen him do that. | am not
talking about partisanship. If we are
going to do this—we have a bill that is
stalled right now. We will see how long
it will stall out. There are three
amendments ready to be voted upon.
Where it is all held up, that bill is held
up for a single particular reason: Be-
cause of the Senator from North Da-
kota, because of an eternal amendment
that he has with regard to Social Secu-
rity, saying that no balanced budget
can ever be done, and we do not do any-
thing with Social Security, which is an
extraordinary thing in itself because
Social Security is going broke. The
people that are telling us it is going
broke are the trustees, the stewards of
the system, who are saying the system
will go broke in the year 2020.

So how do you keep ducking it, un-
less you are just carrying water for the
AARP and the Committee for the Pres-
ervation of Social Security and Medi-
care and other 800-pound gorillas in
that particular Social Security debate.

So | hope that we will proceed. | say
to my friend from North Dakota—my
friend and sometimes adversary—heed
thine own advice. | will be waiting.

Ms. MOSELEY-BRAUN addressed the
Chair.
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The PRESIDING OFFICER. The Sen-
ator from lllinois is recognized.

Ms. MOSELEY-BRAUN. Mr. Presi-
dent, about 2 years ago, this Congress
blocked attempts to act on comprehen-
sive health care reform. While that
year’s effort to achieve the major re-
forms that are so needed and so long
overdue did not succeed, the problems

that led the President to make that
proposal have not disappeared. Far
from it.

There are over 40 million Americans
without health insurance, and over 23
million of those are employed. Over a
million working Americans have lost
health care coverage over the past 2
years; 60 percent or more of all Ameri-
cans currently worry about losing their
current health insurance coverage.

Over the last few years, the rate of
private health care cost increases has
dropped substantially, but there are
now increasing concerns about the
quality of care. Public health care
costs continue to increase at an
unsustainable rate. The case for re-
form, therefore, is perhaps even more
compelling now than it was 2 years ago
when we first took up this issue.

I am, therefore, proud to be one of
the cosponsors of S. 1028, the Health In-
surance Reform Act. It is not the com-
prehensive reform that we looked at to
begin with, but it is a good and impor-
tant step in the right direction. Indeed,
this may well be the first step on the
road to reform that everyone can agree
upon. | say to the Senator from Kansas
and the Senator from Massachusetts
that this legislation is brilliant in its
simplicity, precisely because it cuts to
the heart of the issues that concern the
American people most about health
care coverage.

Mr. President, in my view, there are
four cornerstones of health care re-
form: Universal coverage, cost contain-
ment, maintaining the quality of care
that we enjoy in this country, and re-
taining freedom of choice for the
American people in terms of health
care delivery and the providers of
health care.

This bill moves us in the direction of
universal coverage by keeping people
insured who might otherwise not be. If
there is any concern which everyone
has regarding health insurance, it is
the trap of preexisting conditions. All
too often, individuals find themselves
excluded from coverage because of a
preexisting condition. In some cases,
the individuals themselves are not even
aware of the existence of that preexist-
ing condition.

By limiting exclusions for preexist-
ing conditions, by making health in-
surance coverage available for small
businesses, and by ensuring portability
and ending job lock, this legislation
deals with the concerns of millions of
Americans. It will help to make health
insurance coverage more available for
millions of Americans and for small
businesses, help hold down health care
costs for Americans, and further help
to expand access to health care. That,
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in my opinion, is real reform, or a step
in the right direction.

In my own State of Illlinois, over 2
million people are currently without
health insurance. This bill will make a
critical difference in their lives and in
the lives of similarly situated people
all across our Nation.

Those who are now without insurance
are far from the only beneficiaries of
this legislation. For Americans who
might want to leave their jobs and
start their own businesses, or who
might have to leave their jobs because
of corporate restructuring, but who
might have a preexisting condition or
family medical history that would cur-
rently make it difficult or impossible
for them to purchase an individual
health policy, this bill will make a
huge difference. It will guarantee their
ability to access health insurance.

This bill will also guarantee that
small businesses with only a few em-
ployees would not lose their group
health care coverage because one of the
people in the group develops a serious
health problem, as is the case now.
Moreover, it will make health insur-
ance more affordable for those small
groups, making it more likely that
more small businesses will provide
health insurance benefits for their em-
ployees.

Families with small children suffer-
ing from a serious health problem will
no longer face the prospect of being un-
able to obtain health insurance if the
child’s parent changes jobs, ensuring
that the child’s parents are not them-
selves job locked because of the condi-
tion of a member of the family. It is
tough enough for families to deal with
serious health problems affecting one
of their children without having to face
the additional problem of losing access
to health insurance if they are laid off
or restructured out of their jobs or if
they want to change jobs for a new,
perhaps better paying job that could
help their families in other ways.

Women who have had breast cancer
or other diseases will no longer face
higher premiums or loss of access to
health insurance altogether if they
change jobs once this bill becomes law.
And young college graduates starting
their first jobs would not be barred
from access to health insurance simply
because they suffer from a childhood
ailment or a continuing disability from
an unfortunate accident.

The Health Insurance Reform Act,
therefore, represents a practical, car-
ing set of reforms to deal with the real
health care problems facing so many
Americans, based on their everyday re-
alities. It does not require Americans
to radically change their behavior. It
does not add another bureaucracy or a
huge new paperwork system. It does
not require new Federal spending or
new taxes. It does not create any new
unfunded mandate on State or local
governments. At most, it will increase
the costs for private health insurance
companies by less than one-quarter of 1
percent.
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This bill is about incremental re-
form, but real reform nonetheless. It
will help virtually every working
American, as well as millions of Ameri-
cans who are temporarily out of the
work force. The bill itself will work be-
cause it is based on what is actually
going on in the world of real people
who need health care.

Mr. President, it is worth thinking a
moment about those everyday reali-
ties. Statistics tell us that the average
American works at a job for about 4v2
years. Over the course of a working ca-
reer, therefore, an average working
American could hold seven or more
jobs. That fact alone makes it all too
clear just how important it is for the
American people to have portable
health care coverage. That fact alone is
a good indication of how necessary it is
to end preexisting condition restric-
tions that result in Americans having
to pay enormous sums for new health
care policies, losing access to the one
they had, or end up with no access to
health insurance at all.

Eighty-one million Americans have
preexisting conditions that could affect
their insurability. More than half of all
American workers are enrolled in
health insurance plans that impose
some form of preexisting condition ex-
clusion. As | stated earlier, when you
consider that most of us will change
jobs several times in the course of a
lifetime, the preexisting condition
problem affects virtually every Amer-
ican family.

Mr. President, every American wants
and needs health care security. It is as
important to them as retirement secu-
rity, an objective that should command
absolute consensus in this country.
That vision and importance of retire-
ment security led to the creation of So-
cial Security. That is why we provide
tens of billions of dollars in annual tax
incentives to companies to provide
pension plans for their workers. That is
why we support pension plans and re-
tirement programs and savings.

Health care security is no less essen-
tial to the American people than re-
tirement security, not only because
you cannot enjoy retirement if you are
in poor health, but because lack of ac-
cess to affordable health care insurance
can literally mean bankruptcy. Being
able to roll over your insurance cov-
erage, therefore, is just as important as
being able to roll over pension savings.
Maintaining health security deserves
the same level of attention that we
give to retirement security, and meas-
ures that protect and enhance that
kind of health security deserve the
same kind of consensus support.

Mr. President, the really good news
is that so many of our colleagues—57,
in fact—and so many different organi-
zations, and the President, support this
legislation. The American people sup-
port this. Facing the fear of loss of
health insurance, facing the preexist-
ing exclusion, those kinds of uncertain-
ties will be resolved when we take this
step in the direction of incremental re-
form.
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This legislation has been carefully
worked out. It represents a real com-
promise by both Democrats and Repub-
licans who support it. | congratulate
the chairman of the Labor and Human
Resources Committee, Senator KASSE-
BAUM, and the ranking Democratic
member, Senator KENNEDY, for their
leadership and for all the hard work
they have put into bringing this bill to
this point. As | said earlier, it really is
brilliant in its simplicity. | congratu-
late them for the bipartisan nature of
this debate so far and for the efforts in
bringing us together as representatives
of the American people, whatever po-
litical party, bringing us together to
get this badly needed legislation
passed.

If there is one matter that commands
consensus, it is what this bill addresses
because it addresses it so brilliantly, in
my opinion.

I urge Senators on both sides of the
aisle to put aside partisan differences,
put aside other good ideas, and let us
move forward and pass this legislation
so that it can be law and so we will
have done the job the American people
have every right to expect that we will
do.

Thank you very much.

| yield the floor.

Mr. GRAMM addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Texas, [Mr. GRAMM], is rec-
ognized.

Mr. GRAMM. Mr. President, | want
to talk about the bill that is before the
Senate and the amendment that Sen-
ator DoLE will offer on behalf of him-
self and others. I will also cosponsor
that amendment. | want to try to ex-
plain why it is essential that we have
measures which will promote efficiency
and cost savings if we are going to
adopt this bill.

Let me say that making insurance
portable and permanent is something
that | support. But | think that, if we
are going to be honest with ourselves,
it is very hard to do this with a
straight face, which is what has been
done in virtually every speech that has
been given on the floor of the Senate
this morning. We are talking about 25
million Americans who are going to
benefit from this bill. This is a number
that has been established independ-
ently of the Senate. We all rejoice in
it—25 million beneficiaries of this bill,
which is supposedly just a technical
amendment. Yet | would point out to
my colleagues, if you look through this
bill, it does not appropriate one penny.
It does not provide one cent.

Now ask yourself, how are 25 million
people going to benefit from this bill,
through greater availability of health
insurance and lower prices, if the Gov-
ernment and the Congress which passes
this bill are not providing one single
penny? Is it somehow magic that
through Government edict we can be-
stow billions of dollars of benefits on
our fellow citizens at no cost and no
dislocation whatsoever? The answer to
that is clearly no.
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I would like to begin by making a
prediction. That prediction is, if we
adopt this bill as it is written, at the
end of the first full year of its imple-
mentation, the cost of individual pri-
vate health insurance policies will rise
by a minimum of 10 percent. | also be-
lieve that this is a conservative esti-
mate.

I believe that group policy rates will
go up because we are going to produce,
through this effort, several undesirable
effects. | want to go through them to
be absolutely sure that anybody who
really wants to understand can do so,
and because | think they make the ar-
gument for medical savings accounts
and other reforms to try to offset the
basic cost increase that is going to re-
sult from this bill as it is currently
written.

First of all, this bill guarantees that
if a person wants private health insur-
ance, they can get it. There may be a
delay in the availability of benefits, de-
pending on where the person works and
when they have private health insur-
ance, but under this bill, anybody who
wants private health insurance at any
time, under some circumstances, can
get it. Furthermore, when someone
comes into a group plan, no matter
what the state of their health, they
cannot be charged more than any other
member of that group and if somebody
leaves a private employer, they must
be offered an individual insurance pol-
icy.

What is the result of this going to be?
It seems to me there are going to be
positive as well as negative results.
The entire debate so far has been about
the positive result: 21 million people
that do not have private health insur-
ance will be able to get it, because we
are saying by law that insurance com-
panies must sell it to them. An esti-
mated 4 million people who are locked
into their job because they fear the
loss of their health insurance if they
move will benefit since they will be
guaranteed the issuance of health in-
surance when they change jobs. These
are the positive impacts of the pro-
posed changes.

But it is generally true, in the real
world we live in, that not all impacts
of dramatic changes are positive; let
me outline some of the negative im-
pacts.

No. 1, we are going to end up, by
guaranteeing availability, distorting
health coverage. Young, healthy peo-
ple, knowing that they are going to be
able to qualify for private health insur-
ance in some form—either through a
group or as individuals—are going to
have a greater incentive to not obtain
the coverage that they have today.

Why do young workers who are basi-
cally healthy buy private health insur-
ance right now? Some might buy it be-
cause they are risk averse. But many
buy it because they want to guarantee
that in the future, when they may not
be as healthy, they will have locked in
their coverage.

What this produces is a balanced dis-
tribution of people who are buying pri-
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vate health insurance—many people
who are young and healthy and who are
very modest users of health care as
well as many people who are older and
less healthy and who are heavy users of
health care are all buying insurance.
Since many young people buy private
health insurance in order to lock in
guaranteed health coverage in the fu-
ture, to the degree that we mandate
that insurance companies sell people
health insurance no matter what the
state of their health is, we eliminate
one of the primary reasons that young
people buy private health insurance. So
the first negative impact of this bill is
the creation of a new incentive for
young people not to buy private health
insurance.

Under this bill we also have some
rather extreme provisions. Before |
mention one of them, let me say that |
understand, when you are talking
about health care, that it is hard to
have a rational debate because you are
talking about sick people who we can
all empathize with. But | think it is
important that we understand what we
are doing if we are going to have a real
debate in the Senate because, after all,
that is our job—to understand what the
implications are and to try to see that
we make a rational decision.

Under this bill, not only will young
people with guaranteed ability at a
later point to buy private health insur-
ance have an incentive not to buy it
today, but in designating a series of
health benefits for which there is no
waiting period, we create a special
class of people who will buy health in-
surance when they know they are
going to need it, such as in a preg-
nancy, and then cancel the policy after
they receive the benefit—only to buy
another policy when they are ready to
use the benefit again.

It is very difficult to quantify this,
but anyone who read the article in the
April 5 issue of the Wall Street Journal
knows this is happening in States
which have done exactly what we are
proposing to do.

So the first negative impact of this
bill is that it eliminates one of the
prime incentives for young, healthy
people to buy private health insurance,
and the second negative impact is that
it distorts the risk pool in the process.

The third thing it is going to do,
which is part of the positive impact, is
that the 21 million people who are sick
today and as a result of being high risk
have opted not to pay the going mar-
ket rate—or in some cases they simply
have not been able to afford health in-
surance—the positive thing for them
will be that they will now be able to

buy health insurance. The fact that
they will opt for coverage, while
younger healthier people, knowing

they can get it later, will opt not to
get the coverage, however, will further
distort the risk pool of insurance. What
this will mean is that in America there
will be more young, healthy people who
do not opt for health insurance than we
have today, and there will be more
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older, less healthy people who do.
Given the inherent cost of changing
the mix of people who are buying pri-
vate health insurance, the inevitable
result of this is going to be that you
drive up the cost of insurance pre-
miums.

This is not just something that is
theoretical, | know we have some study
which says that costs are going to go
up by some minuscule amount. | do not
believe, however, that anybody who
has looked at the experience of States
like Washington could possibly believe
this. I think what we are really looking
at in this bill, independent of any other
changes, is younger, healthier people
dropping out and older, sicker people
opting in. The net result of these shifts
is going to be a substantial increase in
insurance rates for those who have
bought health insurance, for those
who, in many cases, bought it when
they were young and healthy in order
to have a guarantee of insurability.
The net result of this bill is going to be
rising insurance costs.

Now, this bill, in fact, anticipates
this result and sets up a series of pow-
ers to help the States try to deal with
these potential impacts. At some later
point | am going to debate and possibly
offer an amendment dealing with a pro-
vision on page 40 that gives the Sec-
retary of Health and Human Services
the power to disallow a State program
to deal with rising costs unless it im-
plements a mechanism to spread the
risk and to limit rate increases. | do
not think we ought to be dictating to
the States what they can and cannot
do in order to deal with a problem that
this bill is going to cause.

We have before us a bill that is going
to help people, 25 million of them, and
for these individuals it is going to be a
godsend. But another 100 million peo-
ple, who already have private health
insurance and who are going to see
their rates go up, are going to be losers
from this reform. We are going to
change behavior by inducing younger
people to not buy into the system, and
as a result rates will be raised. We are
also going to bring sicker people into
the system, and the final result is
going to be a spike in insurance rates—
just as has happened all over the coun-
try in States with similar programs.

We have now some 29 States that
have gone about this in a different way
by creating risk pools to help people
who have a preexisting condition get
health insurance. We are, in essence,
going to kill that off this approach by
mandating that the insurance policy be
sold in the way we dictate at the Fed-
eral level.

There is a way to get the advantages
to the 25 million people who will bene-
fit from the bill and offset the cost to
the 100 million who will lose from it.
The way to do that is with fundamen-
tal reform which, it seems to me, can
take two basic approaches. No. 1 is
with medical savings accounts as will
be offered by the majority leader. The
idea behind the medical savings ac-
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count is to change the Tax Code to
allow an individual or a family to
choose a high deductible insurance pol-
icy instead of a low deductible policy,
and to put the savings from the result-
ing lower premiums into an account
which is designated solely for the pur-
pose of paying the policy’s deductible.
At the end of the year, if they do not
spend that money on the deductible,
they can roll it over for their retire-
ment or take it out as income and pay
taxes on it.

What that means is that for routine
type care they are spending their own
money. Medical savings accounts em-
power the individual consumer to be
cost conscious and provide a mecha-
nism that will save the concept of fee-
for-service medicine so those who do
not want to be members of an HMO or
a prepaid system can opt to stay in fee-
for-service medicine and yet have in-
centives to be cost conscious.

If we adopt the amendment of the
distinguished majority leader, we will
fundamentally change the health care
market, and those savings will offset
several times over the cost that is in-
volved in driving up insurance rates for
100 million Americans to help the 25
million who will be beneficiaries of this
program.

A second reform, which is not con-
tained in the Dole amendment, deals
with medical liability. We have some
estimates which indicate that 20 per-
cent of the cost of medical care in
America comes from expenditures that
are aimed at keeping people out of the
courthouse instead of keeping people
out of the hospital and out of the
grave.

If we are going to make the changes
envisioned in this bill, which in essence
transfers costs to the people who have
private health insurance—by raising
their premiums—from people who do
not have health insurance today, the
way to offset that burden on people
who have in essence done what we
wanted them to do—bought private
health insurance—is by allowing for
medical savings accounts and dealing
with medical liability.

If we do not make these two changes,
my fear is that 2 years from today, in-
surance rates, especially on individual
policies outside of group plans—be-
cause under this bill we guarantee the
availability of a policy to somebody
who leaves their group plan—I am con-
cerned that without medical savings
accounts or without medical liability
reform, we are going to see insurance
rates spike and we are going to see
States try to hold them down with ra-
tioning mechanisms and price controls.
| think they are going to fail, as they
are failing in Washington State today,
and | think we are going to be right
here 2 years from now debating a
health care bill again, and the demand
will be made to do something about ex-
ploding costs. Yet we will have pro-
duced these exploding costs with this
bill.

We have it in our power to help 25
million people and yet not hurt an-
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other 100 million people in order to pay
for it. The way to do that is with a
medical savings accounts and medical
liability reform.

In and of itself, this bill simply
transfers income and assets from one
group of Americans to another, and in
the whole you have 25 million winners
but you have 100 million losers.

With reform, we can see that vir-
tually every American family wins. If
all we are doing is simply shifting risk,
we are not dealing with the fundamen-
tal health care problem in America.

So | hope my colleagues will vote for
the Dole amendment. | think it is very
important. | totally reject the idea
that this is a simple bill and that we
ought not to load it up with other
items. If we do not have fundamental
savings, this bill is going to cause in-
surance rates to explode, and we are
going to be right back here 2 years
from now debating socialized medicine
again. | have debated that once, | am
not eager to do it again, but if it is re-
quired, | certainly will.

| yield the floor.

Mr. HELMS. Mr. President, more
than 80 percent of Americans younger
than 65 are covered by health insur-
ance, but if one of them changes jobs,
or is laid off, he or she may be denied
health insurance because of a preexist-
ing problem, or because his health in-
surance cannot move with him or her.
A genuine fear therefore exists that the
security of health insurance could very
well be lost. In fact, opinion polls show
that as many as one-third of employees
fear that if they switch jobs they will
be unable to obtain new health insur-
ance.

The American people believe, and 1|
agree, that they should be able to
change jobs without losing their health
insurance. Congress needs to insist
that health insurance be made portable
so that the fear of losing their health
insurance should not plague the Amer-
ican people when they change or lose
their jobs. This bill permits insured
employees who leave one employer to
be covered immediately upon taking
another job that offers employees
health insurance, regardless of their
health status.

This bill does not establish commu-
nity rating. Community rating is a
grave threat to the insurance market. |
have heard many cite the dismal fail-
ure of guaranteed issue in States such
as New York. These States coupled
guaranteed issue with price controls
that kept premium prices equal for ev-
eryone regardless of age, health status,
etc. This combination ensures collapse
of the health insurance market. How-
ever, S. 1028 narrowly defines guaran-
teed issue in order to avoid the dev-
astating effects of pushing healthy peo-
ple out of the health insurance market.

There must be a limit to preexisting
condition restrictions that now prevent
many citizens from obtaining or hold-
ing onto health insurance. | am con-
vinced, Mr. President, that small busi-
nesses should be encouraged to form
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groups to build joint purchasing power
when buying health insurance for their
employees.

These provisions of the Kassebaum
bill will be welcome and overdue im-
provements in the health insurance
market, and | wholeheartedly support
them.

However, Mr. President, in the de-
bate on health insurance reform, per-
haps the most innovative solution has
been given the shortest shrift—the
medical savings account. This solu-
tion—that will provide the greatest
freedom—has been successfully used by
many businesses to keep their health
care costs down and employee satisfac-
tion up. In a truly American way, med-
ical savings accounts harness the free
enterprise profit motive to promote
sorely needed efficiencies in the health
care economy. MSA'’s confer upon indi-
viduals an incentive, a reason, to spend
their health care dollars wisely by
turning part of the savings over to the

employees, in effect rewarding effi-
ciency.
Mr. President, many private busi-

nesses are already using cash incen-
tives and medical savings accounts to
reduce their health care costs while, at
the same time, achieving great em-
ployee satisfaction with the health
care afforded them.

One company cut its health care
costs significantly. In 1992, Forbes
magazine was spending $2.3 million per
year for health insurance from CIGNA
at an average cost of about $5,000 per
employee. In order to encourage em-
ployees to be more cost conscious, Mal-
colm Forbes, Jr., decided to reward his
employees with a bonus for not filing
major-medical and dental claims.

Forbes explained the choice to its
employees: If, during the year, an em-
ployee minimized the number of claims
filed with the insurance company,
Forbes agreed to pay that employee a
bonus of up to $1,200. Employees enthu-
siastically embraced this plan; insur-
ance claims dropped dramatically. As
of 1994, while premiums for other
CIGNA clients rose between 21 and 25
percent, Forbes’ major-medical pre-
miums fell 17.6 percent.

The obvious lesson learned from the
Forbes example is that employees will
control their health spending—if they
are allowed to keep the savings. Of
course, in the case of employees who
are really sick, they file the necessary
claims and receive bonuses in lesser
amounts. Employees choosing to pay
out-of-pocket for routine health ex-
penses instead of filing claims, get the
bonuses at the end of the year.

Consider, Mr. President, how this
kind of commonsense incentive will
change the public attitudes about
health care costs. For example, one
Forbes employee regularly needs four
different prescriptions filled, but as a
result of the Forbes bonus program,
this employee now shops around for the
best price. Before, he didn’t care how
much a prescription cost because insur-
ance paid it. And when insurance pays,
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we all pay, in the form of higher insur-
ance premiums and lower income.

Forbes is not the only company to
benefit from an incentive-based pro-
gram. Dominion Resources, a public
utility holding company in Richmond,
VA, has likewise developed an innova-
tive method of reducing its health care
expenses, a medical savings account.

An MSA works: The employer buys
its employees a health insurance policy
with a high deductible. This kind of
policy has two attributes: First, it pro-
tects the insured against catastrophic
health care expenses; and second, its
premiums are less expensive.

The employer then establishes a spe-
cial account for each employee to pay
for routine medical treatment. What
the employee does not spend from the
account, he keeps. This incentive en-
couraged 75 percent of Dominion’s em-
ployees to enroll in a high-deductible
plan. And guess what—since 1990, Do-
minion’s health care costs have risen
less than 1 percent per year; premiums
have not increased in 3 years.

Forbes and Dominion Resources are
but two examples of private industry
enterprise coming up with health care
solutions that work. Incentive-based
solutions work for the company and
they work for the employee. As one
economist, Gerald Musgrave, put it,
“We have thousands of years of experi-
ence with how people handle their own
money.”’

So, why not let Americans continue
to handle their own health care dollars
and help them realize their role in cost
savings? Time and time again, Ameri-
cans have shown that they can and will
make cost-conscious health care deci-
sions when given a sensible incentive
to do so.

So, Mr. President, insurance can be
made more accessible by assuring
Americans that their policies will not
be canceled because of an illness or
when they are changing jobs. These are
some obvious flaws in the market and
I believe further progress can be made
by addressing the Tax Code. But | am
convinced that we’re on the right
track.

Mr. President, | ask unanimous con-
sent that an April 17, 1996 Wall Street
Journal article entitled ““A Way Out of
Soviet-Style Health Care” by Milton
Friedman be printed in the RECORD.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

[From the Wall Street Journal, Apr. 17, 1996]
A WAY OUT OF SOVIET-STYLE HEALTH CARE
(By Milton Friedman)

In a chapter in his novel “The Cancer
Ward” titled “The Old Doctor,”” Alexander
Solzhenitsyn compares ‘‘private medical
practice’” with ““universal, free, public health
service” through the words of an elderly
physician whose practice predated 1918. A by-
product is an eloquent statement of the
major advantages of medical savings ac-
counts for the U.S. in 1996.

Mr. Solzhenitsyn himself had no personal
experience on which to base his account and
yet, in what | have long regarded as a strik-
ing example of creative imagination, his
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character presents an accurate and moving
vision. The essence of that vision is the con-
sensual relation between the patient and the
physician. The patient was free to choose his
physician, and the physician free to accept
or reject the patient.

In Mr. Solzhenitsyn’s words, ‘““among all
these persecutions [of the old doctor] the
most persistent and stringent had been di-
rected against the fact that Doctor
Oreschenkov clung stubbornly to his right to
conduct a private medical practice, although
this was forbidden.”

‘“EASIER TO FIND A WIFE”

In the words of Dr. Oreschenkov in con-
versation with Lyudmila Afanasyevna, a
longtime patient and herself a physician in
the cancer ward: ““In general, the family doc-
tor is the most comforting figure in our
lives. But he has been cut down and fore-
shortened. . . . Sometimes it’s easier to find
a wife than to find a doctor nowadays who is
prepared to give you as much time as you
need and understands you completely, all of
you.”’

Lyudmila Afanasyevna: ‘“All right, but
how many of these family doctors would be
needed? They just can’t be fitted into our
system of universal, free, public health serv-
ices.”

Dr. Oreschenkov: ‘““‘Universal and public—
yes, they could. Free, no.”

Lyudmila Afanasyevna: ‘“‘But the fact that
it is free is our greatest achievement.”’

Dr. Oreschenkov: ““Is it such a great
achievement? What do you mean by ‘free’?
The doctors don’t work without pay. It’s just
that the patient doesn’t pay them, they’re
paid out of the public budget. The public
budget comes from these same patients.
Treatment isn’t free, it’s just depersonalized.
If the cost of it were left with the patient,
he’d turn the ten rubles over and over in his
hands. But when he really needed help he’d
come to the doctor five times over. . . .

“Is it better the way it is now? You’d pay
anything for careful and sympathetic atten-
tion from the doctor, but everywhere there’s
a schedule, a quota the doctors have to meet;
next! . . . And what do patients come for?
For a certificate to be absent from work, for
sick leave, for certification for invalids’ pen-
sions; and the doctor’s job is to catch the
frauds. Doctor and patient as enemies—is
that medicine?””

““Depersonalized,” ‘“‘doctor and patient as
enemies’’—those are the key phrases in the
growing body of complaints about health
maintenance organizations and other forms
of managed care. In many managed care sit-
uations, the patient no longer regards the
physician who serves him as ‘“*his’” or ‘“*her”’
physician responsible primarily to the pa-
tient; and the physician no longer regards
himself as primarily responsible to the pa-
tient. His first responsibility is to the man-
aged care entity that hires him. He is not en-
gaged in the kind of private medical practice
that Dr. Oreschenkov valued so highly.

For the first 30 years of my life, until
World War 11, that kind of practice was the
norm. Individuals were responsible for their
own medical care. They could pay for it out-
of-pocket or they could buy insurance. “‘Slid-
ing scale” fees plus professional ethics as-
sured that the poor got care. On entry to a
hospital, the first question was ‘“‘What’s
wrong?”’ not “What is your insurance?”’ It
may be that some firms provided health care
as a benefit to their workers, but if so it was
the exception not the rule.

The first major change in those arrange-
ments was a byproduct of wage and price
controls during World War Il. Employers,
pressed to find more workers under wartime
boom conditions but forbidden to offer high-
er money wages, started adding benefits in
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kind to the money wage. Employer-provided
medical care proved particularly popular. As
something new, it was not covered by exist-
ing tax regulations, so employers treated it
as exempt from withholding tax.

It took a few years before the Internal
Revenue Service got around to issuing regu-
lations requiring the cost of employer-pro-
vided medical care to be included in taxable
wages. That aroused a howl of protest from
employees who had come to take tax exemp-
tion for granted, and Congress responded by
exempting employer-provided medical care
from both the personal and the corporate in-
come tax.

Because private expenditures on health
care are not exempt from income tax, almost
all employees now receive health care cov-
erage from their employers, leading to prob-
lems of portability, third party payment and
rising costs that have become increasingly
serious. Of course, the cost of medical care
comes out of wages, but out of before-tax
rather than after-tax wages, so that the em-
ployee receives what he or she regards as a
higher real wage for the same cost to the em-
ployer.

A second major change was the enactment
of Medicare and Medicaid in 1965. These
added another large slice of the population
to those for whom medical care, though not
completely ““free,” thanks to deductibles and
co-payments, was mostly paid by a third
party, providing little incentive to econo-
mize on medical care. The resulting dra-
matic rise in expenditures on medical care
led to the imposition of controls on both pa-
tients and suppliers of medical care in a fu-
tile attempt to hold down costs, further un-
dermining the kind of private practice that
Dr. Oreschenkov ‘‘cherished most in his
work.”

The best way to restore freedom of choice
to both patient and physician and to control
costs would be to eliminate the tax exemp-
tion of employer-provided medical care.
However, that is clearly not feasible politi-
cally. The best alternative available is to ex-
tend the tax exemption to all expenditures
on medical care, whether made by the pa-
tient directly or by employers, to establish a
level playing field, in terms of the currently
popular cliche.

Many individuals would then find it attrac-
tive to negotiate with their employer for a
higher cash wage in place of employer-fi-
nanced medical care. With part or all of the
higher case wage, they could purchase an in-
surance policy with a very high deductible,
i.e., a policy for medical catastrophes, which
would be decidedly cheaper than the low-de-
ductible policy their employer had been pro-
viding to them, and deposit all or part of the
difference in a special “medical savings ac-
count”’ that could be drawn on only for medi-
cal purposes. Any amounts unused in a par-
ticular year could be allowed to accumulate
without being subject to tax, or could be
withdrawn with a tax penalty or for special
purposes, as with current Individual Retire-
ment Accounts—in effect, a medical IRA.
Many employers would find it attractive to
offer such an arrangement to their employ-
ees as an option.

Some enterprises already have managed to
do so despite the tax penalty involved. MSAs
have proved very popular with employees at
all levels of income, and they’ve been cost-
effective for employers. The employee has a
strong incentive to economize, but also com-
plete freedom to choose a physician, and the
equivalent of first-dollar coverage. There are
no out-of-pocket costs. Until the employee
spends more than the total amount in the
MSA. Such costs are then limited to the dif-
ference between the amount in the account
and the deductible in the catastrophic pol-
icy. Moreover, the employee can use money
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in the MSA at his or her discretion for den-
tal or vision care that is typically not cov-
ered under most health plans. No need to get
‘‘authorization” from a gatekeeper or an in-
surance company to visit a specialist or to
have a medical procedure—until the cata-
strophic policy takes over.
LIMITING COMPETITION

The managed care industry has come to
recognize that MSAs might threaten its
growing control of American medicine by of-
fering a more attractive alternative. As a re-
sult, the managed care industry has recently
become a vigorous enemy of MSAs. Every be-
liever in competition will recognize that op-
position for what it is: a special interest
using government to limit rather than ex-
pand competition.

Medical savings accounts are not a pana-
cea. Many problems would remain for an in-
dustry that now absorbs about a seventh of
the national product. However, | believe that
they offer the closest approximation that is
currently feasible to the private medical
practice that Dr. Oreschenkov cherished.

Mr. BRYAN. Mr. President, today is
remarkable. At long last—on the floor
of the Senate—we are considering
health care reform legislation that the
American people both want and sup-
port. And at long last, it is legislation
with significant bipartisan support.

I am proud to be a cosponsor of this
bill. 1t will provide health care insur-
ance protection for thousands of Ne-
vadans, and millions of Americans.
This incremental bill is our best oppor-
tunity to get working Americans the
health care access they deserve.

We have been close to this point be-
fore. It seems like ancient history
when | think back to cosponsoring
former Senator Lloyd Bentsen’s small
business insurance health care reform.
It too had incremental insurance cov-
erage improvements that many in this
body supported—yet once again, the
final hurdle could not be overcome.

Many times—and over many years—
Nevadans have shared with me their
heart breaking stories. Families whose
children have medical conditions that
prevent the family from being able to
purchase health insurance, because no
insurer will take a child with a pre-
existing condition. Working individ-
uals who develop chronic health condi-
tions, and cannot leave their current
employment for fear of not being able
to get health insurance in their new
job.

Health insurance is often denied for
the very illnesses most likely to re-
quire medical care. Eighty-one million
Americans have conditions that could
subject them to such exclusions if they
lose their current coverage, and some-
times these exclusions make them
completely uninsurable.

People with preexisting conditions
are penalized twice. First, they have a
serious health care condition that re-
quires medical care—a situation they
did not choose. Second, they are at the
mercy of insurers who decide whether
they will have coverage, or be cut off.

For the person with a preexisting
medical condition, who has been lucky
enough to get health care insurance
through his or her job, the secondary
fear is keeping their job.
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If the job is eliminated, it may mean
no more health care insurance—ever.
For the person who wants to better
himself or herself by taking a new job,
or starting a new business, it may
mean no more health insurance—pe-
riod. We can all imagine that fear.

These insurance company decisions
affect working people who play by the
rules. They pay their insurance pre-
miums when they can get coverage.
But they find themselves in untenable
situations.

They are unable to have the most
basic insurance of all—for themselves
and their families—to not have to
worry about health care coverage.

It is demeaning to all Americans if
people cannot better themselves and
their families’ situations for fear of
losing health care insurance. This leg-
islation will free many working people
from the stagnation of being unable to
accept new job opportunities.

The Health Insurance Reform Act
guarantees that private health insur-
ance coverage will be available, renew-
able, and portable to working Ameri-
cans.

This legislation will make it easier
for individuals and employers to buy
and keep health insurance, even when a
family member or employee has a pre-
existing condition. This legislation
makes health care coverage portable so
workers would no longer be locked into
jobs or prevented from starting their
own business for fear of losing their
health coverage.

Small businesses and self-employed
individuals are particularly victimized
under the current system, because they
lack the bargaining power of larger
corporations. This legislation addresses
their problem by encouraging them to
form private, voluntary coalitions for
purposes of purchasing health plans
and negotiating with providers. By
forming these groups, the costs of
health plans would be more competi-
tive for small employers and individ-
uals, as compared to large employers,
by giving them more clout in the mar-
ketplace.

This bill is the foundation for incre-
mental health reform. Although this
insurance reform legislation will not
solve all of the problems of the Na-
tion’s health care system, it will pro-
mote greater access and security for
health coverage for all Americans. Pri-
vate insurance carriers will compete
based on quality, price and service, in-
stead of by their ability to refuse cov-
erage to those who need it the most.

We all know there will be attempts
to add amendments to this legislation.
Some of those amendments are going
to be very hard to vote against.

But we must keep focused on what it
is we are trying to accomplish here.

We have the opportunity to provide
access to health care insurance for mil-
lions of Americans who each and every
day face the uncertainty of whether
they will have coverage.

We can do something to allay those
fears.
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Passing this bill is a big step to en-
suring health care coverage is avail-
able to working Americans. Other steps
are needed—but they need not be taken
today.

Let us first take this big step, and
get the job started. And from there, we
can and will, work to ensure even bet-
ter health care for all Americans.

Mrs. MURRAY. Mr. President, during
the 103d Congress many of us worked
very hard to try to enact comprehen-
sive health care reform. Despite our ef-
forts and what felt like endless debate,
politics prevailed and we came up emp-
tyhanded. Perhaps we were too opti-
mistic to think we could accomplish
such broad and sweeping reforms in
1993; but unfortunately health reform
remains a critical high priority issue
for every family in this country.

Well, political realities are still very
real factors in determining the out-
come of legislative initiatives here in
Congress. And here we are again dis-
cussing health care reform, only in a
much more limited and focused way.

I am encouraged that the dialogue is
open once again, and that we are tak-
ing positive steps toward addressing
the many health-related issues con-
fronting people across our country.

If I had it my way, we would not just
be talking about health insurance re-
form today. We would be doing more,
especially for our most precious re-
source, children. We should be doing
more, like: ensuring better pre- and
post-natal care for women and their ba-
bies; boosting rates of immunization
even higher for children across our na-
tion; working even harder to reduce ad-
olescent health problems like teen
pregnancies, substance abuse and
STD’s; improving child nutrition pro-
grams and strengthening our overall
national commitment to children and
family health and well-being.

But, | recognize the realities of the
104th Congress, and realize that some-
times progress comes one step at a
time. | am proud to be a cosponsor of
S. 1028, the Health Insurance Reform
Act. | believe this is a commonsense
measure that will directly benefit
working families across our country. |
sincerely hope we can pass this bill and
send it to the President for his signa-
ture.

We should not weigh this bill down
with amendments that could undo the
broad bipartisan support we so rarely
see in this Congress. | applaud Sen-
ators KAsseBAuM and KENNEDY for
their ongoing leadership and commit-
ment to enacting this legislation.

S. 1028 was carefully crafted so that
we could pass it overwhelmingly and
see it enacted into law with the full
support of the White House. For this
reason, | will join my colleagues in op-
posing any controversial amendments
that are offered, even those which 1|
support in principle. We should learn
from the past, Mr. President, and not
try to bite off more than we can chew.

As | said, this bill is not a cure-all.
We need to do more, of course. But,
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this is a reasonable, sensible first step
and will go a significant distance to-
ward guaranteeing coverage for mil-
lions of American workers and their
families.

Mr. President, we owe it to those
families to pass this bill, and pass it in
its current form. To do anything which
could jeopardize the fragile coalition of
support for this bill would be irrespon-
sible and bad public policy.

| appeal to my colleagues not to try
and load up this bill with amendments
that will ultimately kill the bill. Let
us show our constituents that we can
work together and we can put political
differences aside for the greater good.

Much of what we are discussing here
will not be news to people in my State.
In 1993, we passed one of the most com-
prehensive health care measures in the
country, and even after serious modi-
fication the people in Washington still
have many of these same protections.

In some areas, like limits on pre-ex-
isting conditions, my State actually
has a shorter limit of 3 months, which
the Kassebaum-Kennedy bill will not

preempt.
Earlier | said that we owe it to work-
ing families to pass this bill. I am talk-

ing about people across the country
who have to worry about their health
care coverage, people who want to
work and take care of themselves and
their families. People like:

The working family of three. Dad
wants to change jobs to a higher pay-
ing company, but his daughter has
multiple sclerosis. Under this bill, he
wouldn’t have to worry that she will
not be able to get coverage under the
new employer’s plan. He plays by the
rules, he pays his premiums—this fam-
ily will not be confronted with a pre-
existing condition exclusion period.

By requiring insurance companies
and employers to credit prior insurance
coverage, this bill will give workers
with disabled family-members peace of
mind and the flexibility to change jobs
without fear of losing their insurance.

Or a woman who had breast cancer
who is starting a new job. Today, she
could possibly be denied coverage or
charged a higher premium because of
her cancer history. But, tomorrow—
under S. 1028—because insurance com-
panies and employers would be prohib-
ited from discriminating against work-
ers because of past medical problems,
this woman would be treated no dif-
ferently than anyone else covered
under the same plan.

And, the new small business owner
and her three children. Mom was
abused in her former marriage and is
trying to start over. A woman in this
situation is going to need all the help
she can get to provide for herself and
her kids.

Today, she could be facing not one
but two obstacles to starting her new
life for herself and her family. First,
she could be denied coverage for herself
for any preexisting condition that was
caused by her years of being abused.
Second, she is a new business owner
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and maybe can’t afford to purchase in-
surance for her handful of employees.

S. 1028 will give this woman a chance
to succeed. She will not be discrimi-
nated against because of her preexist-
ing condition, and under the provisions
of this bill—small businesses and indi-
viduals are permitted to form coopera-
tives to purchase insurance and nego-
tiate with providers and health plans.
This arrangement will spread adminis-
trative costs and empower the partici-
pants to negotiate for better prices.

In other words, S. 1028 will help this
woman and her children put their trou-
bled pasts behind them.

Mr. President, the examples are end-
less. We have heard many stories
today, and as Senator KASSEBAUM
pointed out—we all know someone who
could be helped by this bill.

Even though this bill may not be as
comprehensive as | personally would
like, I want to reiterate my strong
hope that we can pass S. 1028 without
any controversial additions and move
forward to address the many other is-
sues facing America’s families. That’s
why we’re here.

Mr. COHEN. Mr. President, | rise in
support of S. 1028, the Health Insurance
Reform Act, which promises to relieve
the anxiety that millions of Americans
are feeling that they may lose their
health care coverage if they change
their jobs, lose their jobs, or become
ill.

Health care reform is certainly not a
new issue for any of us. In fact, | intro-
duced my first comprehensive health
care reform bill back in 1990. It was 76
pages long and it dealt with these same
issues—the availability and afford-
ability of health insurance.

Over the subsequent 6 years, we have
spent countless hours studying and de-
bating the issue. If we have learned
anything, it is that the American peo-
ple want health care reform, but they
want something they can understand
and afford, and something that builds
upon rather than reinvents the current
system.

The American public wisely rejected
the big-government approach proposed
in the last Congress by the administra-
tion—that 1,400 page proposal literally
collapsed under its own weight. More
Government bureaucracy is clearly not
the way to lower health care costs or
ensure access to care.

But rising health care costs and ex-
panding gaps in coverage are still very
much on the minds of the American
people. Poll after poll continues to
show that health care remains a top
priority. In fact, a poll conducted late
last year by Princeton Survey Re-
search Associates found that more
Americans are concerned about their
own health care coverage than they are
about crime, high taxes, the political
system, or the economy.

Americans clearly want health care
reform. But what they mean when they
say that is: “If 1 lose my job or get
sick, I want to keep my health insur-
ance and | don’t want it to cost so
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much.”” They want Congress to enact
sensible, targeted reforms to make
health insurance more affordable and
available, and to ensure that they do
not lose the coverage that they cur-
rently have.

We have that opportunity today. De-
spite the partisan and sometimes bitter
debate over this issue in recent years,
there is now broad-based, bipartisan
support for this bill, which would bene-
fit as many as 25 million Americans
each year, at no additional cost to the
taxpayers. The legislation currently
has 65 Senate cosponsors and is sup-
ported by a wide range of diverse orga-
nizations including the National Gov-
ernors’ Association, the U.S. Chamber
of Commerce, the American Associa-
tion of Retired Persons, and the Amer-
ican Medical Association.

The Health Care Reform Act of 1996
builds upon and strengthens our cur-
rent private insurance system to make
it easier for individuals and their em-
ployers to buy and keep their health
insurance. It contains a number of
common sense, market-based reforms
that are designed to guarantee that
private health insurance coverage will
be affordable, available, and portable.
Most of these reforms have been in-
cluded in my own health care bills over
the years, and they have also been
common elements of legislation intro-
duced in past Congresses by both Re-
publicans and Democrats.

First, the bill limits the ability of in-
surers and employers to restrict or ex-
clude coverage for pre-existing health
conditions like heart disease or cancer,
making it easier for workers to change
jobs and eliminating job lock. Insurers
will also be prohibited from dropping
or denying coverage for an individual
when they or a family member be-
comes ill.

The legislation also provides a safety
net for people who lose their employer-
paid coverage—insurers will now be re-
quired to sell them individual policies.
Some have expressed concern that this
provision will cause premiums in the
individual market to skyrocket. How-
ever, our experience in Maine—where
insurers have been required to sell poli-
cies to any individual who applies since
1993—shows that this change should
have only minimal price consequences.
In fact, one Maine insurer reduced
rates for its individual policies by 16
percent last year.

And finally, the bill assists employ-
ers and individuals in forming private,
voluntary coalitions to purchase
health insurance and negotiate with
providers and health plans. These kinds
of arrangements can provide small em-
ployers and individuals with the same
kind of purchasing clout enjoyed by
large employers, making insurance
coverage more affordable.

No one pretends that the reforms
contained in this bill are the answer to
all of our Nation’s health care woes.
They are targeted and they are spe-
cific. But they will provide all Ameri-
cans with what Robert Samuelson of
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Newsweek has termed ‘‘a little more
peace of mind.”’

We should not underestimate the im-
portance of providing this peace of
mind to people like Susan Rogan, of
Herndon, VA, who testified before the
Labor Committee last summer.

She told the committee that the ex-
perience of obtaining health insurance
after her husband’s employers had gone
bankrupt had been a nightmare, even
though he quickly found a new job. In-
surers were reluctant or unwilling to
cover the family because their daugh-
ter has cerebral palsy.

She urged us to work together, say-
ing:

It is your responsibility, in Congress, to
find a solution to the insurance problems
that have caused so much heartache for so
many American families. We voted for you,
and we expect no less of you.

And Susan Rogan is right. She should
expect no less of us. It is our respon-
sibility to work together and take this
positive step forward to tear down the
barriers that millions of working
Americans and their families face in
obtaining and keeping essential health
care coverage.

I therefore join the chairman and
ranking member of the Labor Commit-
tee in urging my colleagues to resist
the temptation to weigh down this im-
portant piece of legislation with highly
controversial or extraneous amend-
ments.

Some of the amendments that may
be offered today are ones that | would,
under other circumstances, support.
For instance, | have been a long-time
supporter of Senator DOMENICI’s legis-
lation to provide people with serious
mental illness with health benefits and
coverage that are comparable to those
provided to people with physical ill-
ness.

However, this is neither the time nor
the vehicle, and | intend to vote
against all such extraneous amend-
ments. We simply do not want to run
the risk of having this very sensible
and eminently doable package grow
into yet another 1,400-page bundle of
expensive mandates, more Government
bureaucracy, and untested proposals.

We should not let the ghosts of
health reform past destroy the promise
that this important piece of legislation
holds for resolving some of the most se-
rious problems plaguing our health
care system, and | urge my colleagues
to join me in supporting it.

Mr. GORTON. Mr. President, let me
make an important point about this
bill. It is very narrow in scope, address-
ing portability and health coverage for
preexisting conditions. It in no way re-
sembles the expansive Clinton health
care proposal this body defeated 2
years ago.

In the summer of 1994, many hun-
dreds of Washington state citizens
gathered in Westlake Mall in down-
town Seattle to protest the proposed
Government takeover of their health
care. They were outraged by the hubris
and the arrogance of that health care
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plan, and rightly so. The plan focused
on setting up new bureaucracies, that
it completely ignored the people who
would have been affected by it.

This legislation takes a clear-headed
approach, responding to one problem
that people face regarding preexisting
conditions. It follows the conclusions
of the Senate health care task force, of
which | am pleased to have been a
member for several years. We came up
with the lessons learned from the Clin-
ton health care debacle, and topping
the list was the fact that there simply
cannot be a government-run health
care system. Period. The only sane, re-
sponsible way to address particular
problems that may arise is to take a
very narrow, targeted approach. In
other words, you don’t solve a problem
with grandiose, wholly unworkable
schemes. You solve a problem with a
commensurate response.

In this case, we have the problem of
coverage for preexisiting conditions.
The goals of this bill are strickly de-
fined and few. They are to:

First, develop insurance reform legis-
lation that builds upon and strength-
ens the current private market system;

Second, make it easier for individ-
uals to keep and obtain private health
insurance coverage, including meas-
ures to limit preexisting condition ex-
clusions and expand portability;

Third, increase the purchasing clout
of individuals and small groups.

With that said, let me enunciate
what this bill will not do.

It will not require employers to offer
or pay for health insurance coverage.

It will not require individuals to pur-
chase health insurance.

It will not impose new and expensive
regulatory requirements on individ-
uals, employers, or States.

It will not create new Federal boards,
commissions, or regulatory bodies.

It will not contain a standard benefit
package or mandated benefits.

It will not subject ERISA plans to
state regulation.

It will not impose any new taxes.

This is not ““Clinton Lite;” this is a
modest, narrow, targeted proposal.
This is the way health care reform
should be accomplished: not consumed
with utopian visions and grand
schemes of expensive government
power, but realistic and down-to-earth.

I believe we have finally got it right.
I know that many of my constituents
in Washington State, and many Ameri-
cans, are concerned any time Congress
addresses the issue of health care re-
form. With the memory of the Clinton
plan fresh in their minds, they cer-
tainly have reason to be wary. But |
believe that, once they know what is in
this bill, they will be pleasantly sur-
prised. This Congress has neither the
intention nor the desire to let the gov-
ernment take over American health
care, the best health care system in the
world. This Congress wants to take a
very limited approach to specific prob-
lems.

The Health Insurance Reform Act is
in concert with the beliefs of most
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Americans, who do not want govern-
ment-run health care, but who do ex-
pect Congress to address and resolve
certain problems in the system. That is
what this bill does, and | am glad to
support it.

Mr. GLENN. Mr. President, as a co-
sponsor of S. 1028, the Health Insurance
Reform Act, | am pleased that the Sen-
ate is considering this important legis-
lation, and | urge its passage. | com-
mend Senator KASSEBAUM and Senator
KENNEDY for their leadership in
crafting this bipartisan measure which
will help many working Americans
keep important health insurance pro-
tection for themselves and their fami-
lies.

The purpose of the Health Insurance
Reform Act is to ensure that people
who have employer-provided health in-
surance will not lose their insurance if
they change jobs, lose their jobs or be-
come sick. This legislation makes
changes in the private insurance mar-
ket to protect employees, and to make
insurance more affordable for small
businesses and individuals.

The Health Insurance Reform Act re-
quires insurers and health maintenance
organizations to provide and renew
group coverage to employers with two
or more employees who want to pur-
chase it, and this coverage must be
available to all employees regardless of
their health status. In addition, this
legislation makes insurance portable
by limiting pre-existing condition ex-
clusions and by requiring group to indi-
vidual coverage.

S. 1028 limits to 12 months exclusions
for pre-existing conditions which oc-
curred within the 6-month period prior
to receiving insurance coverage. This
12-month limit will be imposed only
one time for individuals who maintain
continuous coverage even if they
change jobs or insurance plans. Individ-
uals who lose employer-provided health
insurance will be guaranteed the oppor-
tunity to purchase an individual policy
if they had continuous coverage for 18
months in a group plan, if they have
exhausted their COBRA continuation
coverage, and if they are not eligible
for coverage under another group
health plan. These provisions will go a
long way toward ending the current
problem of job lock, and ensuring that
people who have been participating in
health insurance plans do not lose pro-
tection when they change jobs or be-
come sick.

S. 1028 is not comprehensive health
care reform. It does not provide univer-
sal coverage for all Americans, and in-
surance costs will be unaffordable for
others. However, it is a very important
step forward in addressing problems in
our current health insurance system,
and it will provide peace of mind to
many working Americans who have
health insurance but fear losing it.

Mr. HATCH. Mr. President, | rise in
strong support of the Health Insurance
Reform Act, S. 1028. This important
legislation represents a significant and
reasonable step in extending health in-
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surance coverage to a larger segment
of the American population.

I am proud to serve as an original co-
sponsor of this bill and would like to
take this opportunity to commend the
distinguished chairman and ranking
minority member of the Committee on
Labor and Human Resources, Senator
KasseBauM and Senator KENNEDY, for
the outstanding contribution they have
made in helping to provide literally
millions of Americans with peace of
mind that they will not lose their
health coverage.

As my colleagues are aware, insur-
ance market reform is a bipartisan
issue and it is something we have been
working toward for many years. | am
thinking back to the Bentsen-Duren-
berger bill which many of us cospon-
sored 4 years ago.

Indeed, as most of my colleagues
know, the Senate and House have spent
considerable time and energy over the
past 5 years debating various proposals
designed to address problems with our
Nation’s health care system overall.

Perhaps no other issue in recent
years has captured the attention and
concern of the American people than
the issue of health care reform and the
role of the Federal Government in
shaping that reform.

But | submit that today is not the
time to debate measures of such tre-
mendous scope.

Unlike the President’s approach, S.
1028 is targeted and narrowly focused
reform aimed at assisting nearly 25
million Americans in obtaining health
insurance coverage.

Most of us in the Senate recall the
innumerable hours spent considering
President Clinton’s legislation that
was ultimately rejected by the Amer-
ican people and by the Congress.

One of the lessons we learned from
that endeavor was the need to provide
for greater access to health insurance
than what is currently available.

And access to health insurance is un-
questionably one of the fundamental
problems facing Americans today.

The current health insurance market
provides too little protection for indi-
viduals and families with significant
health problems and makes it too dif-
ficult for employers—particularly
small employers—to obtain coverage
for their employees.

The health insurance reform bill is
specifically designed to address this
problem.

It will reduce many of the current
barriers to obtaining health coverage
by making it easier for people who
change jobs or lose their jobs to main-
tain adequate coverage, and by provid-
ing increased purchasing power to
small businesses and individuals.

The bill will not only increase access
to health care coverage, but will also
provide portability of insurance cov-
erage and increase the purchasing
power of individual and small employ-
ers who wish to seek to purchase insur-
ance.

Specifically, the bill restricts the use
of preexisting condition limitations by
insurance carriers.
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Some insurers today impose preexist-
ing condition limitations or exclusions
on individuals when they first become
covered by an insurer.

These exclusions may limit coverage
of a medical condition for a certain pe-
riod or longer or may exclude coverage
of a medical condition—forever.

Under the provisions of S. 1028, insur-
ers, HMO’s, and self-insured firms
would be limited in the ability to use
preexisting condition limitations to no
more than 12 months after the enroll-

ment date.
In addition, benefit limits or exclu-
sions could not be imposed for

newborns, newly adopted children, chil-
dren newly placed for adoption, or for
benefits for pregnancy.

Another important component of this
bill is the provision regarding the guar-
anteed issue of health coverage bene-
fits.

Under this provision, an insurer or
health plan is required to cover any
group or individual who applies, with-
out regard to health status or claims
experience. The bill would require all
insurers who offer group coverage to
accept coverage for all groups that
apply. .

Insurers would be required to offer
individual coverage to all individuals
moving from group coverage to individ-
ual coverage as well. However, to be el-
igible for this guarantee, the individual
must satisfy the following four cri-
teria:

First, the individual must have been
