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for domestic onshore oil and gas explo-
ration in the United States. The oppo-
nents of opening the coastal plain
argue that the amount of oil at stake
is not significant, that it is only a 200-
day supply. However, a single field
large enough to supply this country
with all of the oil it consumes for 200
days represents a huge reservoir of oil.
Eighty percent of all onshore oil fields
discovered in the lower 48 States over
the last 100 years have contained less
than 1 day’s supply.

According to the BLM, the mean es-
timate of oil thought to be economi-
cally recoverable from the coastal
plain of the ANWR is 3.2 billion barrels.
The range of estimated economically
recoverable reserves runs from 400 mil-
lion barrels to over 9 billion barrels.
The probability of discovering eco-
nomically recoverable oil has been es-
timated by that agency at 46 percent.
The o0il industry routinely considers
probabilities of discovery in the range
of 10 percent worth the payment of sub-
stantial bonuses for the right to ex-
plore for oil.

As many of my colleagues know, the
USGS has recently completed its 1995
assessment of onshore oil and gas re-
sources for the United States. In gen-
eral, the assessment shows an increase
in the amount of natural gas thought
to be present in northern Alaska and a
decrease in the amount of oil thought
to be present in that area. The USGS
has prepared a preliminary analysis of
the oil potential of the coastal plain
and has concluded in a draft memo-
randum that the mean estimate for oil
in the 1002 area is slightly less than a
billion barrels, with a 1 in 20 chance
that some 4 billion barrels are present.
The agency is currently in the process
of gathering more information from
the 1002 area to refine its very prelimi-
nary estimate. The BLM, it should be
noted, continues to have confidence in
its earlier mean estimate of 3.2 billion
barrels for the 1002 area.

Since 1980, when we began to debate
the issue of opening the coastal plain
of ANWR, there have been numerous
studies and estimates of the amount of
oil likely to be found if the area is
opened to leasing. These estimates
have been made by the BLM, USGS,
the Energy Information Administra-
tion, the GAO, the State of Alaska, the
American Association of Petroleum
Geologists, and others. These estimates
vary considerably due to different
methodologies employed, different in-
terpretations of geologic data, and dif-
fering geologic engineering and eco-
nomic assumptions that are made rel-
ative to the methodology.

As a result, it is very difficult to di-
rectly compare these estimates. How-
ever, two important conclusions can be
drawn from these estimates.

First, they all reflect a wide range of
uncertainty, which is expected for an
area that has not been drilled. Until we
have reliable well data from the 1002
area, we simply have no way of know-
ing how great the potential of the area
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is. Second, all these estimates show a
very large potential for oil and gas,
with even the lowest estimates that
have been made having an upside po-
tential of at least 4 billion barrels.

In addition to the benefits to the
country provided by the oil itself, the
Federal Treasury will also benefit.
Under the ANWR provisions contained
in the bill currently before the Senate,
the CBO estimates that two lease sales
in the coastal plain will occur between
now and the year 2000 which will result
in bonus bids totalling $2.6 billion. The
legislation requires a 50-50 revenue
split with the State of Alaska—the
same as other western States—which
will mean that the Federal Treasury
will receive $1.3 billion in new revenue
during the next 7 years if the coastal
plain is leased. Should oil be discovered
and produced from ANWR in signifi-
cant amounts, a steady stream of roy-
alty income will also accrue to the
Federal Treasury for many years to
come.

In addition to the direct budget plus
for the Treasury, this measure provides
that the Federal share—50%—of bonus
bid revenues in excess of $2.6 billion
will be made directly available for
maintenance, repair and rehabilitation
projects at our Nation’s national parks
and refuges. This provision will provide
a significant funding source for our
parks that so desperately need more
money.

Mr. President, oil and gas develop-
ment on the coastal plain is a step that
must not be postponed any Ilonger.
Most experts agree that it will take up
to 10 or 15 years before commercial pro-
duction could begin if the area is leased
this year. Sometime between 2008 and
2014, the DOE estimates that produc-
tion from Prudhoe Bay and adjacent
fields, which currently account for
nearly 25 percent of our domestic oil
production, is projected to decline to
approximately 300,000 barrels per day,
the minimum level needed to operate
the Trans-Alaska Pipeline System
[TAPS]. If we continue to delay explor-
ing for oil on the coastal plain and de-
veloping what we find there, the TAPS
could be forced to shut down, and we
will have lost our ability to transport
billions of barrels of Alaskan oil to
waiting consumers.

When Congress enacted the Alaska
National Interest Lands Conservation
Act in 1980, we declined to designate
this portion of ANWR as wilderness
and specifically reserved for ourselves
the decision on whether that area
should be made available for oil and
gas leasing. We directed the Secretary
of the Interior to study the area and to
make recommendations on whether to
allow oil and gas development. In 1987,
the Secretary recommended that oil
and gas development be allowed to
take place. Since that report was
issued, the Senate Energy and Natural
Resources Committee alone has con-
ducted 11 hearings and built a solid and
thorough record on this issue. Our
committee has voted on three separate
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occasions, on a bipartisan basis, to pro-
ceed with oil and gas leasing.

It is now time for the Senate to exer-
cise its responsibility and make a deci-
sion with respect to oil and gas devel-
opment on the coastal plain. Our Na-
tion can have the benefit of the oil
from ANWR, the revenues leasing will
generate, and still preserve the beauty
and the vastness of the Refuge.

——
THE BUDGET RECONCILIATION BILL—A MISSED
OPPORTUNITY TO MAKE SMART CHOICES

Mr. DORGAN. Mr. President, during
the past few days, we have had exten-
sive debate on the Senate floor about
what this budget reconciliation pack-
age will mean for the Medicare and
Medicaid programs. Now, as we reach
the conclusion of this debate, I want to
explain some of the reasons why I must
oppose it.

I want to say right off that I am
deeply committed to ensuring that the
Medicare and Medicaid programs will
be here for the millions of older Ameri-
cans, children, and individuals with
disabilities who have come to rely on
the services they provide. Thanks to
Medicare, 99 percent of senior citizens,
who have paid into the program during
their working years, now have afford-
able, guaranteed health care coverage.
Likewise, Medicaid provides a much-
needed safety net for 36 million low-in-
come elderly nursing home patients,
the disabled, and pregnant women and
children.

WHAT IS THIS DEBATE ABOUT

The debate on Medicare and Medicaid
has centered not so much around
whether projected spending for these
programs should be reduced, because
Members of both parties agree that
this should be done. Instead the focus
has been on how much spending should
be cut. I believe we should limit the
rate of growth of both of these pro-
grams to a more sustainable level so
that they will continue to be here for
the beneficiaries who depend on them.

However, I am convinced that the bill
before us—which will cut projected
Medicare spending by $270 billion and
Medicaid spending by $182 billion—goes
far beyond what should be done to
achieve this goal, and instead will jeop-
ardize the very programs the reduc-
tions are intended to protect. This
drastic level of cuts would require that
Medicare spending per beneficiary be
held to a growth rate of 4.9 percent,
while private health insurance will
continue to grow at a rate of 7.6 per-
cent per person. It is just not reason-
able to expect Medicare to grow by
such a small amount, especially when
you consider that 200,000 Americans be-
come eligible for the program each
month. Just within the 7 years covered
by this budget reconciliation bill,
Medicare will insure 3.7 million more
people than it does today.

We have been told repeatedly by the
majority that these $450 billion in cuts
are necessary, particularly to save the
Medicare program from insolvency.
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But according to Medicare actuaries,
only $89 billion is needed to extend the
Medicare trust fund for 10 years.

So why does this bill cut Medicare by
$181 billion more than the experts say
is necessary—and cut Medicaid by $182
billion? Because this budget reconcili-
ation bill also contains $245 billion in
new tax breaks, which will largely ben-
efit the wealthiest in our country.

It is wrong to be making an unprece-
dented level of cuts to Medicare, Med-
icaid, and other critical programs
while granting tax relief to people
making over $100,000 per year and to
large corporations taking advantage of
tax loopholes.

THE IMPACT OF THIS BILL ON SENIORS

Under this bill, older Americans will
be asked to pay more for their health
care but can expect to get less for their
money. The premiums that seniors pay
out of their Social Security checks for
their physician services will double and
could exceed $100 per month in the year
2002. On top of that, their deductible
would also increase from $100 to $220.

I fear that these premium and de-
ductible increases could make Medi-
care coverage out of reach for some
seniors. Most older Americans have
very modest incomes. Seventy-five per-
cent of seniors on Medicare live on less
than $25,000 a year. And in North Da-
kota, older Americans get by on even
less: 70 percent of our state’s seniors
have incomes of under $15,000.

Already, seniors spend 21 percent of
their income for health care. In 1994,
the average older American spent $2,500
for medical care, prescription drugs,
and other health care expenses not cov-
ered by Medicare—and this figure does
not even include the cost of long-term
nursing home care, which averages
nearly $40,000 a year.

In addition to costing more, the qual-
ity of health care older Americans re-
ceive could very well decline. That is
because the portion of the cuts that do
not fall directly on beneficiaries will be
borne by doctors, hospitals, and other
health care providers, who even now
are reimbursed at only 68 percent of
the amount they get from private
payors. As a result, these cuts could
create a second-class health care sys-
tem for the elderly.

This budget bill, with its $182 billion
cut in projected Medicaid spending,
could force hundreds of thousands of
middle-income seniors and their fami-
lies to shoulder the substantial burden
of nursing home costs also. It turns the
Medicaid program over to the states in
the form of a block grant and repeals
the Federal guarantee for nursing
home care for the 60 percent of nursing
home patients who qualify for Med-
icaid—many of whom have already
used up their life savings in paying for
their care.

CONSEQUENCES OF MEDICAID ‘‘BLOCK GRANT’’

FOR THE NEEDY

Our Nation’s seniors are not the only
ones who are being asked to pay the
bill for tax breaks for wealthy individ-
uals and corporations. Children will
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also lose under this plan to turn Med-
icaid over to the States as a block
grant. One in five children currently
receive their health care through Med-
icaid. Their care is not expensive—they
represent 50 percent of all Medicaid
beneficiaries but receive only 15 per-
cent of the benefits—but it is impor-
tant. The immunizations and preven-
tive care that these kids receive help
them to grow up to be healthy, produc-
tive adults. I think it is also worth-
while to note that fully half of the kids
now covered by Medicaid are members
of working families.

Under the block-grant plan, North
Dakota will receive 22 percent less
Medicaid funding over the next 7 years
than our State is projected to need.
Cutting provider reimbursement rates
and enrolling more beneficiaries in
managed care simply will not generate
enough savings to offset the loss in
Federal funding, so States will have no
choice but to terminate coverage for
some current recipients or to reduce
the benefits offered.

IMPACT ON THE HEALTH CARE SYSTEM

I believe cuts of the magnitude called
for under this bill will also devastate
the health care system, particularly in
rural areas. The majority of the sav-
ings achieved in Medicare will come
through reducing payments to hos-
pitals, home health care providers, and
other health care professionals.

One-quarter of all rural hospitals are
already operating at a loss and are in
danger of being shut down if their pay-
ments are reduced further. Rural hos-
pitals are dependent largely on Medi-
care and Medicaid patients for their
livelihood. Between 1983 and 1993, the
number of rural hospitals dropped by 17
percent, compared to a 2 percent drop
in urban hospitals. Rural residents al-
ready suffer from a lack of access to
medical care, and additional hospital
closings in rural areas will further ex-
acerbate this problem.

Cuts of this magnitude cannot be ab-
sorbed within the Medicare system
alone, so health care providers may
have no choice but to shift the burden
for their uncompensated costs onto
their other patients in the form of
higher fees. I do not think it makes
much sense to force higher costs for
medical bills and health insurance onto
the rest of the population, thereby
pricing health care out of reach for
even more Americans.

A RESPONSIBLE MEDICARE ALTERNATIVE

I believe it is possible to balance the
budget and protect Medicare at the
same time, and I supported Senator
ROCKEFELLER’S amendment that would
have accomplished this goal. Under
Senator ROCKEFELLER’s amendment,
Medicare’s projected spending would
have been reduced by $89 billion, ensur-
ing the solvency of the Medicare trust
fund through 2006. This $89 billion is a
far more reasonable reduction and
could have been achieved without new
increases in costs for people who sim-
ply cannot afford to pay more for
health care and without damaging our
world-class health care system.
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Senator ROCKEFELLER’s amendment
would have been paid for by scaling
back the tax breaks provided in this
bill for wealthy Americans. I thought
that was the responsible course of ac-
tion, but unfortunately, a majority of
my colleagues did not agree, and the
Rockefeller amendment was rejected
by a 53-46 vote.

A BETTER CHOICE FOR MEDICAID

As with Medicare, I agree that we
must control Medicaid’s rate of
growth, but I cannot support the block
grant approach provided for in this bill.
As an alternative, I voted for Senator
BoB GRAHAM of Florida’s amendment
to reduce Medicaid’s projected spend-
ing by a more reasonable $62 billion
over seven years. This amendment
would have maintained the guaranteed
safety net that Medicaid provides for
more than 36 million needy older
Americans, the disabled, and pregnant
women and children. At the same time,
the Graham amendment would have re-
strained the rate of growth of the Med-
icaid program by placing a cap on fed-
eral funding based on per person spend-
ing, rather than by a flat block grant.
But, as with the Rockefeller amend-
ment for Medicare, Senator GRAHAM’S
amendment was defeated by a narrow
51-48 margin.

I am very disappointed that a major-
ity of my colleagues have let these op-
portunities for responsibly controlling
Medicare and Medicaid spending pass
them by, and I simply cannot support
the more drastic, and unnecessary,
cuts to spending still called for in this
bill.

President Clinton has indicated that
he will veto this bill unless these se-
vere cuts are moderated before it
reaches his desk. It is my sincere hope
that, after this bill is vetoed, Congress
and the President will be able to work
together to achieve a reasonable com-
promise that will provide the fiscal dis-
cipline the American people want from
the Federal Government without sacri-
ficing the health security they deserve.

Mr. ROCKEFELLER. Mr. President,
in my view, every United States Sen-
ator will be making a statement about
their fundamental priorities as they
cast their vote on this reconciliation
package. While each and every vote
cast on this floor is key, today’s vote
on the reconciliation bill is a pivotal
one about the future of our country,
and the role that our Federal Govern-
ment can and should play in the lives
and well-being of American families.

While most of our debates have fo-
cused on budget numbers, I have tried
to talk about the families and the real
people who depend on Medicare, Med-
icaid, student loans and all the other
major programs affected by this legis-
lation in many serious ways. The pro-
visions of this bill will have enormous
impact on children, families, and sen-
iors in West Virginia and every State
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in this Nation. We should be mindful of
them as we cast our votes.

I want to be clear. I believe we can
and should balance the Federal budget
and eliminate the Federal deficit. This
is a vital goal, but it is equally impor-
tant to ensure that the burdens of
achieving a balanced budget are re-
sponsibly and fairly shared among all
Americans. I strongly feel that we
should not balance the budget on the
backs of seniors, poor children, and
working families.

The programs that would be dras-
tically cut and changed by this rec-
onciliation bill often are the difference
between security and insecurity,
health and illness, and sometimes life
or death for seniors and American fam-
ilies who depend on Federal programs
for their health care security.

I was proud to take the lead in offer-
ing the first major amendment to this
budget, designed to save Medicare, a
historic program that has provided sen-
iors with health care security since
1965, giving them peace of mind and a
higher quality of life. While some may
cast aspersions on Medicare, I believe
it is one of America’s proudest achieve-
ments.

Our amendment was not to retain the
status quo. We know we must make
changes in the system to restore the
solvency of the Medicare trust fund.
But the solvency of the trust fund does
not require cutting Medicare by $270
billion. Such extreme cuts will threat-
en health care for 30 million seniors—
330,000 of them living in West Vir-
ginia—and further erode our health
care system.

For seniors, the reconciliation pack-
age means that their Medicare
deductibles will double and their pre-
miums will skyrocket. When the aver-
age income of seniors citizens is $17,750,
and they pay 21 percent of their income
on health care, they are incredulous
and petrified to hear that their Medi-
care is being used to pay for tax breaks
and tax give-aways to far, far wealthier
Americans and every imaginable kind
of corporation.

I cannot go back to West Virginia
and hold town meetings in senior cen-
ters as I often do, and justify a vote to
slash Medicare by $270 billion in order
to finance tax breaks for the wealthy.
West Virginians believe in fairness and
common sense, and this attack on
Medicare flunks that test.

Seniors will not be the only ones
hurt by the budget’s Medicare cuts.
West Virginia hospitals are threatened
with the possibility of losing $25 mil-
lion in 1996 and more than $681 million
over the next 7 years, and I fear that
some of our hospitals may not survive
such cuts.

For real people in West Virginia who
depend on Medicare for their health
care coverage, the Republican rhetoric
about Medicare reform rings hollow.

And Medicare is not the only health
care program slated for harsh cuts
under this Republican plan. This rec-
onciliation package also seeks to cut
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Medicaid funding by a whopping $187
billion over 7 years.

People need to understand what such
harsh cuts mean. Medicaid covers poor
children, pregnant women, the dis-
abled, and low-income seniors who need
nursing home care. What happens to
these people and their families when
we slash Medicaid funding?

Coming from West Virginia, when I
think of a family, I think about chil-
dren, parents and grandparents. What
happens to parents struggling to bal-
ance raising children and caring for
aging parents?

If a working family gets a new child
tax credit but loses Medicaid nursing
home coverage for an aging parent,
what is the overall effect on that fam-
ily? The child tax credit is $500 a year
for ‘“‘some’ families lucky enough to
qualify, but the loss of Medicaid nurs-
ing home coverage will cost those same
families $16,000 to $30,000 a year.

For example, Julie Sayres of Charles-
ton, WV cared for her mother who suf-
fers with Alzheimer’s Disease as long
as she could at home. But as her moth-
er’s illness got worse, she had to move
to a local nursing home where Julie
can visit her daily. Julie may get a
partial child tax credit of $500 under
this package, but if she cannot get
Medicaid coverage for her mother in
the nursing home when her mother’s
meager savings are exhausted, Julie
and her family with be much, much
worse off. That child tax credit will not
cover even a month of nursing home
care for her mother.

This is real story about a family
hurt, not helped by drastic health care
cuts in this package. In my State of
West Virginia, over 21 percent of our
residents rely on Medicaid so their are
countless more stories and fears about
what will happen to aging parents.

And it will not just be individual
families hurt by the Medicaid cuts. The
health care system in my State is frag-
ile, rural hospitals are already closing,
and West Virginia cannot absorb more
than $4 billion in cuts without cutting
necessary health care services, includ-
ing basic issues like infant mortality.
A recent newspaper article made this
point, clearly with a headline: ‘‘[Med-
icaid] Cuts may affect infant mor-
tality.”” The article reports that my
State, thanks to Medicaid-funded pro-
grams, has reduced its infant mortality
death rate from 18.4 deaths per 1,000 in
1975 to 6.2 deaths per 1,000 in 1994 which
is even better than the national rate of
8.0 deaths per 1,000 births. As Governor,
I helped start the effort to reduce in-
fant mortality, and I must protest any
action that turns back the clock.

We should not tolerate backwards
steps on basic health care objectives
like reducing infant mortality.

I understand that Medicaid needs re-
form and Democrats offered an amend-
ment that suggested reducing the
growth in Medicaid spending in a re-
sponsible way with a per capita cap. I
truly want meaningful reform of health
care, but I do not believe that creating
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a Medicaid block grant is serious re-
form, it is merely passing the buck—or
actually passes far fewer dollars and
far greater problems onto States. This
is not fair to states or to the Ameri-
cans who desperately need health care
from Federal programs.

The assault on families in this budg-
et package is not limited to the at-
tacks on federal health care programs.
Republican rhetoric claims that this
legislation will help families, because
of its $500 child tax credit.

As chairman of the National Com-
mission on Children, I am clearly on
record in support of a child tax credit,
but it must be a refundable credit so
that children in all families can ben-
efit. Unfortunately, the child tax credit
in this legislation is not refundable,
and every amendment offered to make
it even partially refundable was re-
jected. Consequently, over 20 million
children are excluded from this child
tax credit, and I do not think this is
fair. These children are in families
earning less that $30,000 a year and
their parents clearly need and deserve
a tax break.

To add insult to injury, not only do
Republicans deny the credit to such
hard working, low-wage families, Re-
publicans are paying for the credit by
imposing a tax increase on working
families by cutting $43 billion from the
earned income tax credit (EITC).

There has been much debate about
the EITC, and I want to clearly state
that EITC is tax relief only available
to working families, and it is designed
to offset payroll taxes, which often are
a greater tax burden for low wage fami-
lies than personal income taxes.

The Republican leadership dismisses
these arguments, saying that their tax
package helps middle class American
families. And this sounds good, but I
want to know how they define the mid-
dle class?

In my State of West Virginia, we be-
lieve that parents who go to work
every day and struggle to raise their
children are middle class, admirable
and deserving of support and encour-
agement. More than 65 percent of our
taxpayers are working hard but earn
less—less than $30,000. For many of
these families, they will worse off, not
better, under this bill.

Just 2 years ago, these working fami-
lies were promised tax relief. Now Re-
publicans are reneging on that deal and
raising taxes on families earning less
than $30,000. For families with two or
more children, their taxes will go up an
average of $483. For families with one
child, taxes will keep an average of
$410. This will hit more than 77,000 fam-
ilies with children in my state of West
Virginia alone.

But such numbers can be numbing.
We need to get beyond the rhetoric and
look at real families.

A real family, like the Helmick fam-
ily of New Milton, WV, will be worse
off, not better. The Helmick family has
6 children, ranging in age from 15 to
four. Mr. Helmick works full-time as a
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truck driver for a local construction
company, and Mrs. Helmick is a full-
time homemaker. In the past, they
have used their EITC for baby fur-
niture and to buy a used truck so Mr.
Helmick has reliable transportation to
get to work. Mr. Helmick will not get
to claim the full tax credit for his chil-
dren, and he will lose EITC benefits
under the Republican plan.

This is a real working family that
will be hurt, not helped.

Families like the Helmicks cannot
claim all of the child tax credit, and
they will be hurt by the cuts in EITC;
and I doubt that they will be claiming
capital gains tax breaks either. For
them, this package does little more
than renew their cynicism since it re-
neges on promises made just two years
ago when we told families to play by
the rules, go to work instead of on wel-
fare, and we will offset your payroll
taxes so that you do not have to raise
your children in poverty.

Mr. President, I am not against the
idea of tax cuts. In fact, I would sup-
port a limited tax cut for the most
needy families and some relief from
burdensome taxes for companies that
need it. But when you look at this bill,
while it was artfully crafted to appear
to have something for everyone, it is
really a farce. It is full of tax pork for
the wealthy and goodies for those who
do not really need it.

On the surface, how can anyone op-
pose tax relief for families? The Repub-
lican rhetoric is, as always, good—tax
relief for families, and help for compa-
nies to create jobs. It sounds so tempt-
ing to give hundreds of billions of dol-
lars away, but when you look at what
Republicans are reality doing, and how
they are doing it, you say ‘“wait a
minute.”” Their rhetoric is one thing,
but reality is another.

They say they are balancing the
budget, but they will add nearly a tril-
lion dollars to our national debt in the
next seven years. They say the tax cut
is “paid-for” by an economic dividend
of balancing the budget; but the truth
is, they are adding $224 billion to our
accumulated debt over the next 7
years. In fact, if you add interest, the
total is more like $268 billion. Repub-
licans are borrowing money from the
middle class they claim to be cham-
pioning in order to give money away to
their fat-cat friends.

Think of it as a new credit card with
a credit line of $1,000. Every month you
take home $1,500 after taxes and spend
$1,600. You can do that because you
have the credit card. You are charging
$100 every month to your credit line.
Well, after 5 months, you owe the $500
you borrowed on your credit card, plus
interest. Then you decide, you don’t
like spending more than you are mak-
ing, so you force yourself to spend less.
For the next 7 months, you bring your
spending down from $1,600 a month to
$1,685 a month, then $1,670 a month,
then $1,5670 a month, and so on until at
the end of the year, you are spending
$1,600 a month. You have a Balanced
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Budget. You are making $1,500 a month
and spending $1,500 a month. Then you
look at your balance you owe on your
credit card, and guess what—you owe
$800, plus interest. How did that hap-
pen? You went on a path to balance in
June when you owed $500 plus interest,
but in December you owe more than
$800. It is because every month on the
way to balance, you borrowed more to
cover your over spending. You bor-
rowed $85 dollars one month, $70 the
next, $656 the month after that, and so
on.

That is what this bill does. Sure, it
gets us to balance by 2002, but along
the way, we are going to overspend
what we take in by nearly $1 trillion.
Every year between now and 2002 we
spend more than we take in. We borrow
more to pay for this tax cut. That is $1
trillion added to our accumulated debt.
And of that $1 trillion added to the
debt, $224 billion is this tax cut ($268
billion, if you add the interest). If we
got rid of this tax cut, or reduced the
tax cut down to size of the real eco-
nomic dividend, our deficit every year
would be less, and the accumulated
debt, the amount the American people
owe, would be less.

This debate is about priorities. Do we
want to run up the bill on all of us in
order to give money to the wealthy to
buy goodies? We are running up our na-
tional credit card so the richest Ameri-
cans—those who earn more than
$350,000 a year—get a tax cut of $5,600.
Do we want to spend $40 billion on cap-
ital gains tax cuts for the richest
Americans and recklessly slash health
care for the most needy and the elder-
ly? Do we want to cut taxes by more
than $1.7 million on estates worth over
$6 million by raising taxes on the
working poor?

Again, West Virginians have a basic
sense of fairness. How can I tell them
that families are helped, when the re-
sult of this whole bill will mean that
poorest fifth of Americans would shoul-
der fully half of the program cuts with
an average loss of nearly $2,500 per
family in 2002.

At the same time, the Treasury esti-
mates that almost two thirds of the
proposed tax breaks would go to the
wealthiest fifth of the population, who
would gain almost $1,400 per family.

In fact, the top one percent of fami-
lies—those with incomes greater than
$350,000 per year, would get an average
tax break of $5,600. The capital gains
tax break will benefit taxpayers with
incomes between $20,000 and $30,000 by
about $56 on average. Those making
more than $200,000 will receive an aver-
age cut of nearly $1,5600. How is that
fair?

How can the authors of this bill look
at themselves in the mirror, let alone
look into the faces of the most needy
in America, and say they are doing the
right thing? I cannot go to town meet-
ings in my state and tell West Vir-
ginians that I supported such an unbal-
anced, unfair deal.

I could support tax cuts that were
honestly paid for. I could support tax
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cuts that are fair. But I am not going
to support tax cuts paid for by raising
the money from those least able to
pay. I even think we should consider
giving some limited tax relief to Amer-
ican companies that need it. In fact, I
am proud to be the author of a bill that
helps capital intensive industries such
as steel, chemicals and wood-paper
compete in the international market
place. That bill fixes something called
the Alternative Minimum Tax (AMT)
by changing the way companies cal-
culate the value of their property. Un-
fortunately, even in this bill of tax
goodies, and big corporate give-aways,
the Republicans could not do it right,
they only did a half measure.

The problem these companies have is
that under the AMT, the tax code does
not recognize in any real-world way,
how to depreciate their assets. Steel,
chemicals, wood-paper, any capital in-
tensive industry, where the costs are
high and the margins are low, these
companies need to change the length of
time they have to depreciate their as-
sets. This is known as lives. Under the
current tax law, after 5 years, a US
steel maker under AMT recovers only
37 percent on its investment in new
plant and equipment, versus 58 percent
in Japan, 81 percent in Germany, 90
percent in Korea, and 100 percent in
Brazil. This is largely a result of the
AMT. It is my strong hope that con-
ferees will look at this with an under-
standing eye. I am hopeful that they
will. When you look at how the AMT
puts our companies in such a competi-
tive disadvantage, I think the need for
corrective action is clear.

Another disturbing provision tucked
into this package is the proposal to
eliminate the 50 percent interest exclu-
sion on loans to purchase employees
stock ownership plans (ESOPs). As
Governor of West Virginia, I worked
closely with the workers of Weirton
Steel to establish an ESOP that kept
the mill open, and the community
alive. Weirton officials question if they
could have secured the financing nec-
essary in the early 1980’s to create this
ESOP without this tax incentive.
Weirton Steel is the largest private
employer in West Virginia in my State.
Despite the rocky roads that the Amer-
ican steel industry has faced, Weirton
Steel has not only survived, it has in-
vested almost half a billion dollars in
modernization so that it will be inter-
nationally competitive into the next
century—and it remains an ESOP with
involved employee owners. There are
other successful ESOPs in West Vir-
ginia, and I hope there will be more in
future. We should not slam the door
shut on such future ESOPs by elimi-
nating the incentives for start-up
loans, in my view.

Mr. President, this Ilegislation is
nearly 2000 pages long—I shudder to
think about other provisions tucked
quietly into this bill. It was presented
to the Senate on October 23, 1995, and
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we are expected to vote on the legisla-
tion with only four days of review.
There has not been time to carefully
analyze this massive legislation or to
learn what is on each and every page—
much less understand the complicated
interactions of the policies and pro-
grams.

I do know that on page 1851 there is
a proposal that I cannot support. It is
a secret deal in the Republican budget
that fundamentally breaks the promise
of lifetime health benefits to retired
coal miners and their widows—nearly
30,000 of whom live in the State of West
Virginia. More than 60,000 more older
miners and their widows are living in
almost every other State in this union.

I am obligated to expose the secret
and to call it what it is—a pay-off for
a set of greedy corporate interests that
will not stop until they have bled the
miners’ health trust fund of every last
dollar needed to protect miners bene-
fits. Republicans say they will restore
the miners’ trust fund—the miners’
only real guarantee that their health
care will be there for them when they
need it. I am not willing to gamble
with the health security of 92,000 min-
ers and their widows.

I cannot abide such a tawdry provi-
sion in this or any reconciliation pack-
age. I appeal to whatever sense of jus-
tice my Republican colleagues have. I
ask them to give up this corporate pay-
off before any more damage is done.

This cruel little provision might have
escaped the notice of many. In a pack-
age that gives away billions, this provi-
sion only deals with tens of million of
dollars. But these millions mean secu-
rity to the older miners and their wid-
ows. This small trust fund is all they
have, and it stands between their
health security and a peace of mind,
and financial ruin and destitution
when illness strikes these aging min-
ers.

This is a complicated issue with a
long history, and I could go into excru-
ciating detail. But the bottom line is
that Republicans want to hand over
the money that is keeping the retired
miners’ health trust fund solvent to a
group of special interests represented
by high priced lobbyists.

As I have said earlier, I want my col-
leagues to think about the real fami-
lies that could be truly hurt by this
package.

The day after the Finance Committee
reported out their handiwork that de-
molishes the health security of more
than 92,000 miners and their widows for
the sake of a few of the biggest and
most profitable companies in this
country, I went back home to West
Virginia. I went back to tell miners
and their wives what happened.

The miners I met with were reserved,
as many miners are, especially older
ones who have seen it all, strikes and
cave-ins, shut-downs and lay-offs. They
have learned to accept a lot in life.
They have seen their coworkers Kkilled,
or mangled, or dismembered. They
have suffered the loss of their own
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lungs and limbs. They do not have a lot
to pass onto their families in temporal
terms, but they have good hearts and
an incomparable work ethic. They have
the values they hold dear—their em-
phasis is on community and family and
caring. And until the Senate Finance
Committee action, they had their UMW
health card to get their health benefits
and knew that it would protect their
wives when they died too hard and too
soon.

One miner who worked for decades in
the mines told me starkly, ‘“We’re wor-
ried to death.” He said, ‘“‘Now it seems
like the company is the one running
the whole show. They want to do away
with us when we were the ones that
worked and built everything else.”

His question was this, ‘“What’s going
to happen to me if I lose my benefits?”’
And he answered his own question
with, “They’ll probably put me in my
grave before my time.”’

Another miner, characteristically,
worried about his wife who is a dia-
betic. ““Gosh, if I had to buy her medi-
cine, I do not know what would hap-
pen.” Today retired miners’ health
benefits pay for prescription drug
medication after they meet a modest
deductible.

Under this reconciliation package, on
page 1851, we are taking away the
health care security of these miners,
and we are reneging on a promise made
more than 40 years ago by President
Truman and reaffirmed just 2 years ago
and signed into law by an act of Con-
gress.

If this Senate and this society renege
on this promise to a group of old frail
miners, their wives and their widows,
what are we worth?

Does a promise have no meaning?
Does a contract not matter? Can a law
be repealed when it becomes inconven-
ient for a profitable, influential busi-
nesses?

Promises do have meaning for me.

When I was elected by the people of
West Virginia, I made promises to West
Virginians. I vowed to fight for their
priorities and do my best to serve them
and respond to their concerns.

This reconciliation bill simply does
not respond to the real needs of West
Virginia families, or even West Vir-
ginia businesses.

The Republican rhetoric is good, but
the reality is that this bill will under-
mine health care for seniors, raise
taxes on working families, and jeopard-
izes the health care for retired coal
miners and their families.

This is a harsh package that hurts
real people, and I strongly oppose it.
With this legislation, we are walking
away from basic commitments to some
of the most needy individuals in our so-
ciety, and the debate over this package
has saddened me greatly. We can, and
we should, do better as public servants.
I will vote no, and continue to fight
against such unfair legislation.

Mr. FRIST. Mr. President, before we
vote on final passage of S. 1327, a his-
toric piece of legislation, I wanted to
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submit for the RECORD materials pre-
sented to me by the United States
Chamber of Commerce. The Chamber of
Commerce is an ardent supporter of S.
1327 and believes that the time is now
to balance the Federal budget, stream-
line Government programs and, impor-
tantly, save the Medicare Program. In-
cluded in these materials is a study
prepared by the Chamber of Commerce
regarding the economic impacts of
Medicare. I commend this study to my
colleagues and thank the chair.

I ask unanimous consent that the
material be printed in the RECORD.

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

[From the U.S. Chamber of Commerce,
Economic Policy Division]
THE MEDICARE CRISIS: THE TAX SOLUTION IS
NO SOLUTION

The only solution detailed by the Medicare
Board of Trustees for achieving financial
balance in Medicare Part A is to raise taxes.
Unfortunately, this is no solution at all.
Higher taxes will rob working individuals of
their hard-won dollars, significantly increase
costs on small and large businesses alike and
bring the economy to the brink of recession.

The Trustees calculate that balancing the
Medicare trust fund for the next 75 years re-
quires us to immediately hike the Medicare
payroll tax from 2.90% to 6.42%. While the
tax increase may seem to amount to only a
few percentage points, it amounts to hun-
dreds of dollars to the typical worker, thou-
sands of dollars to the small business, and
billions of dollars for the economy. Analysis
by the Economic Policy Division of the U.S.
Chamber of Commerce suggests the fol-
lowing impacts on individuals, businesses
and the economy:

For a worker making $30,000 a year, total
Medicare payroll taxes paid would jump to
$1,926 from the current $870.

A small business employing 25 such work-
ers would be liable for an additional $13,200
tax payment per year.

When aggregated across the entire econ-
omy, the effect would be to lower real GDP
by $179.4 billion within two years and hold
GDP about $95 billion lower 10 years later.
This amount to a 3.1% decline in GDP in the
short run. With economic growth projected
to average less than 3% over the next five
years, this decline could easily result in a re-
cession.

These results are even more startling when
you consider that they represent an opti-
mistic evaluation, not a worst-case scenario.

OVERVIEW OF MEDICARE: WHY REFORM IS
NECESSARY

Medicare is a nationwide health insurance
program for older Americans and certain dis-
abled persons. It is composed of two parts:
Part A, the hospital insurance (HI) program,
and Part B, the supplementary medical in-
surance (SMI) program.

Part A covers expenses for the first sixty
days of inpatient care less a deductible ($716
in 1995) for those age 65 and older and for the
long-term disabled. It also covers skilled
nursing care, home health care and hospice
care. The HI program is financed primarily
by payroll taxes. Employees and employers
each pay 1.45% of taxable earnings, while
self-employed persons pay 2.90%. In 1994, the
HI earnings caps were eliminated, meaning
that the HI tax applies to all payroll earn-
ings.

Part B is a voluntary program which pays
for physicians’ services, outpatient hospital
services, and other medical expenses for per-
sons aged 65 and over and for the long-term
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disabled. It generally pays 80% of the ap-
proved amount for covered services in excess
of an annual deductible ($100). About a quar-
ter of the funding comes from monthly pre-
miums ($46.10 in 1995); the remainder comes
from general tax revenues and interest.

Medicare is not a means-tested program.
That is, income is not a factor in deter-
mining an individual’s eligibility or, for Part
B, premium levels. Age is the primary eligi-
bility criteria, with the program also extend-
ing to qualified disabled individuals younger
than 65.

Over the years, tax revenues for Medicare
Part A have exceeded disbursements, and so
the remaining revenues have been credited
to the Medicare HI Trust Fund. At the end of
1994, the trust fund held $132.8 billion.

CONCLUSION OF THE TRUSTEES

Each year, trustees of Medicare’s Hospital
Insurance Trust Fund analyze the current
status and the long-term outlook for the
trust fund, and their findings are published
in an annual report. The 1995 edition, issued
in April, demonstrated that the Medicare
system is in serious financial trouble. The
program’s six trustees—four of whom are
Clinton appointees (cabinet secretaries Rob-
ert Rubin, Robert Reich and Donna Shalala,
and commissioner of Social Security, Shir-
ley Chater)—reported the following conclu-
sions:

Based on the financial projections devel-
oped for this report, the Trustees apply an
explicit test of short-range financial ade-
quacy. The HI trust fund fails this test by a
wide margin. In particular, the trust fund is
projected to become insolvent within the
next 6 to 11 years. . . (HI Annual Report, pg.
2)

Under the Trustees intermediate assump-
tions, the present financing schedule for the
HI program is sufficient to ensure the pay-
ment of benefits only over the next 7 years.
(pg. 3)

The program is severely out of financial
balance and substantial measures will be re-
quired to increase revenues and/or reduce ex-
penditures. (pg. 18)

. . . the HI program is severely out of fi-
nancial balance and the Trustees believe
that the Congress must take timely action
to establish long-term financial stability for
the program. (pg. 28)

The Trustees believe that prompt, effective
and decisive action is necessary. (pg. 28)

The same set of Trustees also oversees the
Medicare Part B program. In their 1995 An-
nual Report, they wrote: ‘“‘Although the SMI
program (Medicare Part B) is currently actu-
arially sound, the Trustees note with great
concern the past and projected rapid growth
in the cost of the program. . . Growth rates
have been so rapid that outlays of the pro-
gram have increased 53% in the aggregate
and 40% per enrollee in the last 5 years.”
(SMI Annual Report, pg. 3).

“The Trustees believe that prompt, effec-
tive and decisive action is necessary.” (pg. 3)
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Obviously, the Trustees believe that the
Medicare program deserves our careful, im-
mediate attention. The following pages
present the figures that led the Trustees to
their conclusions.

WHERE MEDICARE STANDS TODAY

Medicare is a huge federal program. In
1994: Medicare expenditures reached $160 bil-
lion, just over half the size of Social Secu-
rity; Expenditures grew 11.4% from 1993;
Eleven cents of every dollar spent by the fed-
eral government went to Medicare; Medicare
represented omne-fifth of total entitlement
spending.

Between 1990 and 1994, Medicare grew at a
10.4% average annual rate, almost three
times the 3.6% average inflation rate over
the same period and twice the 5.1% average
annual growth of the economy as a whole.

MEDICARE AND THE FEDERAL BUDGET

Medicare spending must be addressed as
part of the solution to balancing the federal
budget. That’s because spending on federal
entitlements—such as Medicare, Medicaid
and Social Security—soared 8.4% annually
on average between 1990 and 1994. Spending
on discretionary, annually appropriated pro-
grams—such as defense, education and infra-
structure—increased 2.2%, which is less than
the rate of inflation. Coming decades will see
even more pressure for entitlement growth,
as the leading edge of the Baby Boom gen-
eration reaches 65 in 2011.

Entitlements are not only the fastest
growing portion of the federal budget,
they’re already its largest component, as
shown in the accompanying chart. Just over
half of all federal expenditures is spent on
entitlements; only a third go to discre-
tionary programs. If we are going to balance
the federal budget—and keep it in balance
over the long term—entitlement reform
must be part of the solution.

WHERE MEDICARE IS HEADED IF WE DO NOTHING

Under current law, Medicare is projected
by the Congressional Budget Office to grow
at a 10.4% average annual rate over the next
seven years. In 2002, the CBO projects Medi-
care spending will reach $344 billion, claim-
ing almost 16 cents of every dollar spent by
the federal government.

Moreover, beginning next year, Medicare
HI expenditures will exceed the program’s
revenues. The HI Trust fund, which at year-
end 1994 held $132.8 billion, will have to be
tapped to cover the projected $867 million
difference.

However, according to the Trustees’ An-
nual Report, this shortfall isn’t temporary.
Instead, it will balloon to be about seven
times larger in 1997, which is just the fol-
lowing year, and more than twenty times
larger by 1999. Under assumptions reflecting
the most likely demographic and economic
trends. 1996 will be the first year of hemor-
rhage that will deplete the entire trust fund
by 2002—just seven years away. The opti-
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mistic set of assumptions buys us only a lit-
tle time, with trust fund depletion projected
in 2006. Under the pessimistic scenario, the
fund is exhausted as early as 2001. In other
words, within the next 6 to 11 years, it’s vir-
tually certain that Medicare will be insol-
vent—unless we take action.

The danger of inaction was made clear last
winter when the President’s Bipartisan Com-
mission on Entitlement and Tax Reform,
chaired by Sen. Bob Kerrey and then-Sen.
John Danforth, issued its final report. The
focus of the report was to look not years
ahead, but decades ahead to assess the im-
pact of federal budget trends. The report is
sobering: Under current trends, virtually all
federal government revenues are absorbed by
entitlement spending and net interest by
2010, as shown in Chart 2. Deficit-financing
will be required to cover almost all of the
discretionary programs, including defense,
health research, the FBI, support for edu-
cation, and the federal judicial system.

Ten years later, the situation is worse.
Growth in entitlements is so explosive that
not only would the government have to bor-
row to pay for discretionary expenses, it
would have to borrow funds to pay the lion’s
share of interest payments on the national
debt.

MEDICARE’S IMPACT ON THE PAY STUB

In addition to detailing the projected dis-
sipation of Trust Fund under current law,
the Trustees’ Report also describes the meas-
ures that would be necessary to shore up the
trust fund over the next 25, 50 and 75 years.
If the expenditure formulas are not altered,
then preserving the trust fund can only be
done through increases in the payroll tax or
additional subsidies from general revenues.
Table 1 illustrates the payroll tax increases
that would be necessary to balance the trust
fund.

CURRENT LAW

Currently, the combined (employee and
employer) Medicare tax rate is 2.90%, applied
to all payroll earnings. A worker earning
$30,000 a year in salary or wages, for in-
stance, is directly taxed 1.45%, or $435 annu-
ally, for Medicare Part A, the hospital insur-
ance program. Employers then match that
payment with another $435, resulting in $870
of tax revenue earmarked for the Medicare
HI trust fund generated by having that work-
er on the payroll.

The Medicare contributions from both the
worker and firm don’t stop there, however.
Because two-thirds of Medicare Part B (SMI)
is financed through general revenues (the
other third coming from Medicare premiums
and interest), a portion of the worker’s and
the firm’s general income taxes are also fi-
nancing Medicare. The Trustees reported
that $36.2 billion of general funds were used
to pay Medicare Part B claims in 1994.

TABLE 1.—MEDICARE HOSPITAL INSURANCE PAYROLL TAXES

Current
law em-

To balance the HI trust fund over the next—

nloyee 25 yrs. 50 yrs. 75 yrs.
D'“fo o Additional  Total HI  Additional  Total HI  Additional Total HI
ploy tax tax tax tax tax tax
Tax rates (pct.) 2.90 133 4.23 2.68 5.58 3.52 6.42
Pct. increase over current law 459 924 1214
Payroll earnings:
| $290 $133 $423 $268 $558 $352 $642
20,000 580 266 846 536 1,116 704 1,284
30,000 870 399 1,269 804 1,674 1,056 1,926
40,000 1,160 532 1,692 1,072 2,232 1,408 2,568
50,000 1,450 665 2,115 1,340 2,790 1,760 3,210
60,000 1,740 798 2,538 1,608 3,348 2,112 3,852
70,000 2,030 931 2,961 1,876 3,906 2,464 4,494
80,000 2,320 1,064 3,384 2,144 4,464 2,816 5,136
90,000 2,610 1,197 3,807 2,412 5,022 3,168 5,778
100,000 2,900 1,330 4,230 2,680 5,580 3,520 6,420

Source (for all tables): 1995 Annual Report of the Board of Trustees. Medicare Hospital Insurance Trust Fund. Table 1.D3, page 22, Calculations and macroeconomics simulations by the U.S. Chamber of Commerce.
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To Balance the Medicare HI Trust Fund for
the Next 25 Years (through 2019): According
to the Trustees’ analysis, the hospital insur-
ance payroll tax would have to rise from
2.90% to 4.23% (a 46% increase) to keep the
HI trust fund in balance for the next 25
years. Further, the increase would have to be
made immediately and maintained through
the entire 25-year period.

For our $30,000/year worker for whom $870
is currently provided to Medicare HI, this in-
crease means an additional tax of $399, bring-
ing total annual hospital insurance payroll
taxes to $1,269. And that’s before any other
federal and state payroll taxes (such as un-
employment insurance and Social Security)
or federal and state income taxes.

However, even this increase in payroll
taxes still leaves the trust fund exhausted in
2019, with the oldest of the baby boomers just
shy of reaching their life expectancy. Be-
cause of this demographic bulge, balancing
the HI trust fund over a longer period would
require even higher payroll taxes.

To Balance the Medicare Trust Fund for
the Next 50 Years (through 2044): Balancing
the trust fund over the next fifty years—a
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span long enough to see most of the Baby
Boomers through their lifetimes—would re-
quire virtually doubling the hospital insur-
ance payroll tax from 2.90% to 5.58%. The in-
crease would have to be made immediately
and remain permanent through the entire 50-
yvear period. Again, for the worker earning
$30,000 a year, the total HI payroll tax rises
from $870 to $1,674, an increase of 92.4%.

To Balance the Medicare Trust Fund for
the Next 75 Years (through 2069): Balancing
the trust fund over the next seventy-five
years—roughly through the life expectancy
of an individual born this year, and the usual
period for long-term fiscal solvency—would
require an immediate boost in the Medicare
tax rate of 121.4%, from 2.90% to 6.42%. Total
HI payroll taxes for a worker earning $30,000
a year would rise from $870 to $1,926.

MEDICARE’S IMPACT ON BUSINESS

Because it’s levied on employment levels,
not income, the payroll tax due remains the
same through both good and bad economic
times. This feature accentuates the pain of a
downturn on employers, who need to pay the
tax regardless of profitability. Consequently,
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relative to the income tax, a payroll tax can
be particularly punishing to start-up firms
or companies trying to weather a drop in
business.

Table 2 shows the liability for Medicare HI
payroll taxes that would be faced by firms of
various sizes. Total liability is shown under
current law and under the three tax rates
computed by the Trustees to bring the HI
trust fund in balance over periods of 25, 50
and 75 years.

For instance, a 25-person firm where the
average worker earns $20,000 per year is cur-
rently liable for a $7,250 tax payment for the
Medicare HI program (for their contribution,
the workers themselves would be taxed an
identical amount). To balance the trust fund
over the next 25 years, the combined em-
ployee and employer tax rate would have to
rise from the current 2.90% to 4.23%. Assum-
ing that the liability continues to be evenly
split between the employee and employer,
the firm will face an HI payroll tax of about
2.11% per worker. For our 25-person firm, the
total HI payroll tax would rise from $7,250 to
$10,575 per year.

TABLE 2.—MEDICARE HOSPITAL INSURANCE PAYROLL TAX ANNUAL EMPLOYER TAX LIABILITY

[In dollars]

Number of employees—

5 10 25 50 100 500 1,000

Average salary: $20,000:

Current law 1,450 2,900 7,250 14,500 29,000 145,000 290,000
To balance Medicare HI over the next:

25 yrs 2,115 4230 10,575 21,150 42,300 211,500 423,000

50 yrs 2,790 5,580 13,950 27,900 55,800 279,000 558,000

75 yrs 3,210 6,420 16,050 32,100 64,200 321,000 642,000
Average salary: $30,000:

Current law 2,175 4,350 10,875 21,750 43500 217,500 435,000
To balance Medicare HI over the next:

25 yrs 3,173 6,345 15,862 31,725 63,450 317,250 634,500

50 yrs 4,185 8,370 20,925 41,850 83,700 418,500 837,000

75 yrs 43815 9,630 24,075 48,150 96,300 481,500 963,000

MEDICARE’S IMPACT ON THE ECONOMY

Raising payroll taxes to keep the Medicare
Hospital Insurance trust fund afloat imposes
substantial burdens on both workers and
firms. To measure what that means for the
economy as a whole, we conducted several
policy simulations wusing the highly re-
spected Washington University Macro Model
from Laurence H. Meyer & Associates of St.
Louis, MO.

The results are striking: The economy
would suffer through sharply slower eco-
nomic growth and higher unemployment in
the near term. Over a longer period, the
economy is saddled with a permanent loss of
production and employment. As shown in
Tables 3 and 4, the degree of severity for
GDP and employment depends upon the in-
crease in Medicare taxes enacted.

The tables compare each of three alter-
native tax simulations specified in the

TABLE 3.—IMPACT ON GROSS DOMESTIC PRODUCT
[Balancing the HI Trust Fund Through Raising Payroll Tax Rates]

Trustees’ Annual Report to LHM&A’s June
1995 baseline forecast. To demonstrate the
policy change working its way through the
economy, we display the results for three of
the ten years of our simulation: 1997, 2000
and 2004. This gives us snapshots of the
short-term, intermediate-term and long-
term impacts on economic output and em-
ployment. In each case, the imposition of the
Medicare payroll tax increase takes place in
the fourth quarter of 1995.

Required  Difference from baseline in given Percent difference from baseline
Years to balance HI trust fund I\tA:)?lrcaat;e year, billions of 1987 dollars in given year
(pet.) 1997 2000 2004 1997 2000 2004
25 Years 4.23 —68.4 —30.1 —36.1 -12 -05 -05
50 Years 558  —137.1 —605 —721 —24 -10 —11
75 Years 642 —1794 —794 —95.6 -31 -13 —14

As shown in Table 3, if the government im-
posed the most modest payroll tax increase—
enough to keep the Medicare trust fund in
balance for the next 25 years—production in
the economy would be 1.2%, or almost $70
billion, lower in 1997 than it would have been
otherwise. By 2000, the percentage-point gap
between the alternative closes to within 0.5%
of the baseline level of production, but that
distance is maintained even ten years after
the tax increase took effect.

The short-term loss in output translates
into 1.2 million fewer jobs relative to what
we would have had otherwise, as shown in
Table 4. While this decline, amounting to
about 1% of the economy’s jobs, moderates
over time, the economy appears to have lost
over 0.5% of its jobs permanently.

Of course, all of this economic turbulence
puts the Medicare HI trust fund in actuarial
balance for only the next 25 years. To gen-
erate long-term actuarial balance for the full

T5-year period, the Medicare payroll tax rate
would have to jump from 2.90% to 6.42%,
triggering even stronger economic impacts
than those described above. Production in
the economy would be about 3% lower in 1997
than it would have been otherwise, with the
long-term loss in output projected at 1.5%.
Over 3 million jobs would be eliminated in
1997 relative to the baseline, with a projected
permanent loss of about 1.5% of total em-
ployment over the long term.

TABLE 4.—IMPACT ON EMPLOYMENT
[Balancing the HI Trust Fund Through Raising Payroll Tax Rates]

Required  Difference from baseline in given Percent difference from baseline
Years to balance HI trust fund I\tA:)?lrcaat;e year, millions of jobs in given year (pct.)
(pet.) 1997 2000 2004 1997 2000 2004
25 Yrs 423 -12 —-0.6 —-08 -09 —04 —06
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TABLE 4.—IMPACT ON EMPLOYMENT—Continued
[Balancing the HI Trust Fund Through Raising Payroll Tax Rates]

Required Difference from baseline in given Percent difference from baseline
Years to balance HI trust fund ’\t,‘ae)?lrcaatree year, millions of jobs in given year (pct.)
(pct.) 1997 2000 2004 1997 2000 2004
50 Yrs 5.58 —24 -12 -16 -19 -09 -12
75 Yrs 6.42 —32 -15 -22 -25 -12 -15

As dramatic as these figures are, there’s
good reason to believe that they are opti-
mistic estimates. Because the macro model
used in these simulations treats the Medi-
care payroll tax like the Social Security
payroll tax, the increases in the tax rates
apply only to the first $61,200 earned (in 1995,
and rising afterwards). That is, the model is
not picking up the economic impact of ap-
plying the higher tax rates to incomes over
the taxable base. Thus, these results should
be considered a minimum measure of the
economic impact of raising Medicare payroll
taxes. Attempts to account for this problem
yield significantly greater job loss and lower
GDP. These results are available from the
Economic Policy Division of the U.S. Cham-
ber of Commerce.

It is important to note that, even with the
set of numbers presented here with its inher-
ent bias toward underestimating the eco-
nomic impact, we can see that using payroll
taxes to balance the Medicare trust fund im-
poses severe costs on the U.S. economy.
These results clearly indicate that the Medi-
care problem must be solved by fundamental
program reform, not tax increases.

U.S. CHAMBER OF COMMERCE—MEDICARE FAX
POLL RESULTS

On October 11, 1995, the U.S. Chamber sur-
veyed 9,700 business, chamber and associa-
tion members on their attitudes concerning
Medicare reform and specific reform ele-
ments. Responses to the Chamber survey
(nearly 10 percent responded, 68.9% of which
employ fewer than 50 workers) indicated
strong support for market-oriented Medicare
reform comparable to the House and Senate
Majority plans for Medicare reform. The
complete survey and results are provided
below.

Medicare is ‘‘severely out of financial bal-
ance and the Trustees believe that
prompt, effective and decisive action is nec-
essary.”

Medicare reform has become a focal point
of the budget debate. Medicare—the national
health insurance program for seniors—will
run out of money in seven years, according
to the system’s trustees. Spending on Medi-
care and other entitlements threatens to
crowd out all other budget priorities and in-
crease the budget deficit.

Previous approaches to Medicare reform
have failed to slow Medicare’s growth.
Worse, these approaches have increased the
burden on businesses and their employees
through higher payroll taxes and higher in-
surance premiums.

Since 1970, Congress has raised payroll
taxes over 20 times and the Trustee’s Report
pointed out that payroll taxes would have to
be raised by another 1.3 to 3.5 percentage
points to bring the system into balance.
When you consider that many small and me-
dium size businesses already pay more in
payroll taxes than income taxes and that
payroll taxes must be paid regardless of eco-
nomic conditions, it becomes clear why
Medicare requires solutions other than tax
increases.

We need your help. Please review the fol-
lowing questions on Medicare reform and
FAX back your answers by close of business
October 16.

1. Medicare should be modernized by adopt-
ing the market-based strategies private em-

ployers and health plans are using success-
fully to improve health care quality and con-
trol costs. These strategies include improv-
ing the quality of care provided to enrollees,
increasing enrollee choice by expanding
health plan options, and reducing the rate of
growth of Medicare spending.

Agree, 98.9 percent; Disagree, 0.6 percent.

2. Two competing approaches to Medicare
reform have emerged in Congress. One more
limited approach addresses the Medicare
Part A trust fund, delaying insolvency for an
additional two years through $89 billion in
Medicare savings, primarily from reducing
the rate of growth in Medicare payments to
providers. A second approach is more com-
prehensive in nature, addressing both Medi-
care part A (hospital bills) and Part B (doc-
tors bills). Medicare Part A would be pro-
tected at least an additional 10 years
through $270 billion in Medicare savings
achieved through increased competition and
reducing the rate of growth in Medicare pay-
ments to providers. Which approach would
you favor?

Limited, 4.3 percent; Comprehensive, 94.6
percent.

3. Do you favor or oppose the following ele-
ments of Medicare reform?

a. Provide seniors choices between com-
peting health plans including existing fee-
for-service benefits.

Favor, 97.4 percent; Oppose, 1.6 percent.

b. Contain Medicare spending by increasing
competition and reducing the rate of growth
in Medicare payments.

Favor, 97.4 percent; Oppose 2.0 percent.

c. Increase managed care options for sen-
iors.

Favor, 93.8 percent; Oppose, 4.3 percent.

d. Provide seniors a medical savings ac-
count option.

Favor, 88.2 percent; Oppose, 7.3 percent.

e. Allow provider groups (i.e., doctors and
hospitals) to offer health coverage (similar
to managed care networks) directly to sen-
iors—a new proposal known as provider spon-
sored networks or PSNs.

Favor, 91.9 percent; Oppose, 5.7 percent.

f. Require managed care plans to provide
out-of-network benefits at a higher cost to
the beneficiary.

Favor, 72.4 percent; Oppose, 18.2 percent.

4. For purposes of tabulation: Type of Or-
ganization: Business, 93.2 percent; Chamber,
4.3 percent; Other, 2.0 percent. Approximate
Number of Employees: under 10, 29.4 percent;
10-49, 39.5 percent; 50-99, 12.5 percent; 100-249,
8.6 percent; 250-499, 3.7 percent; 500-4,999, 3.7
percent; 5,000 +, 1.4 percent.

U.S. CHAMBER OF COMMERCE
MEDICARE REFORM—THE RIGHT SOLUTION

Medicare reform is at the crux of the bal-
anced budget battle. Medicare—the national
health insurance program for seniors—will
run out of money in seven years, according
to The Board of Trustees. Spending on Medi-
care and other entitlements threatens to
crowd out all other budget priorities and in-
crease the budget deficit.

Previous approaches to Medicare reform
have failed to slow Medicare’s growth.
Worse, these approaches have increased the
burden on businesses and their employees
through higher payroll taxes and higher in-
surance premiums.

Since 1970, Congress has raised payroll
taxes over 20 times and the Medicare Trust-

ees 1995 Report pointed out that payroll
taxes would have to be raised by another 1.3
to 3.5 percentage points to bring the system
into balance. When you consider that many
small and medium-sized businesses already
pay more in payroll taxes than income taxes
and that payroll taxes must be paid regard-
less of economic conditions, it becomes clear
why Medicare requires solutions other than
tax increases.

The House and Senate Majority has pro-
posed market-oriented alternatives to tradi-
tional Medicare reform, an approach that
modernizes the 30-year old Medicare program
by increasing competition while restraining
the growth in spending. Key elements in-
clude:

New choices for Medicare beneficiaries.—
Beneficiaries will have the right to choose
traditional Medicare, as well as the right to
choose from a range of private health plan
options including managed care and medical
savings accounts. These options will provide
beneficiaries access to expanded benefits—
such as prescription drugs, preventative
care, vision and hearing care.

Restrained growth in Medicare spending.—
Increases in Medicare spending are inevi-
table, given the growing Medicare popu-
lation and the advance of medical tech-
nology. However, controlling the rate at
which Medicare spending increases is as im-
portant to our nation’s future financial
health as Medicare itself is to seniors’ health
care. Introducing competition to Medicare
through beneficiary choice of health plans
will help control costs and allocate resources
more fairly and efficiently than Washington
bureaucrats.

Accountability.—The Republican plan al-
lows seniors to take responsibility for mak-
ing their own health care decisions. Instead
of relying on a bureaucratic, one-size-fits-all
approach, seniors will decide which health
plans are best for them. Doctors and hos-
pitals are also held accountable. The bill re-
wards beneficiaries who report incidences of
waste, fraud and abuse, and strengthens pen-
alties for anyone who defrauds Medicare.

By passing this legislation Congress will
have taken timely, critical action that will
avert the program’s bankruptcy and preserve
and protect it for current recipients and fu-
ture generations.

MEDICARE REFORM
MYTHS VS. FACTS

Myth. The House and Senate Republican
Medicare reform plans will cut $270 billion
from Medicare in order to finance a tax cut
for the wealthy.

Fact. The Medicare Trustees’ 1995 Annual
Report urged Congress to take ‘‘prompt and
decisive action” to address the solvency of
the Medicare Part A (hospital insurance)
Trust Fund and the continued growth of
Medicare Part B (supplemental medical in-
surance).

The House and Senate Majority has pro-
posed market-oriented alternatives to tradi-
tional Medicare reform, an approach that
modernizes the 30-year-old Medicare pro-
gram by increasing competition while re-
straining the growth in spending. Under the
Republican plan, spending per beneficiary
will still increase 40% by 2002 ($4,800 to
$6,700).

Tax cuts provided for in the budget resolu-
tion were considered and passed independent
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of Medicare. Whether or not taxes are cut,
Medicare will still go broke in 2002.

Myth. It’s not fair for Congress to take
away benefits from seniors who have faith-
fully paid into the system.

Fact. The average Medicare beneficiaries
receive far more than they put in. The aver-
age two-earner couple receives $117,200 more
in benefits than it contributes to the pro-
gram. The average single-earner couple re-
ceives $126,700 more.

By encouraging competition among pri-
vate health plans based on quality and inno-
vation, the Republican plan may lead to in-
crease benefits.

Myth. The business community is a late-
comer to the Medicare debate.

Fact. Medicare’s influence is felt through-
out the business community—from payroll
taxes paid to finance the system to insur-
ance premiums inflated by consistent short-
falls in Medicare reimbursements to pro-
viders who in turn shift the cost to private
health plans.

Myth. Medicare is in trouble because doc-
tors and hospitals charge too much. The Re-
publican plan fails to address this problem.

Fact. Solving the Medicare crisis will re-
quire the participation of all—doctors, hos-
pitals, seniors and other taxpayers—particu-
larly the business community. Just as no one
factor led to the Medicare crisis, a single-
minded focus on providers won’t get us out.
Further, cost controls have failed miserably
whenever they have been tried—particularly
in the context of health care.

ECONOMIC ACTIVITY AND JOB CREATION IN
PUERTO RICO

Mr. DOLE. Mr. President, as the Con-
gress moves toward final action non
budget reconciliation legislation for
this year, I want to call special atten-
tion to an initiative by Gov. Pedro
Rossello of Puerto Rico which seeks to
establish a wage credit-based economic
program as an alternative to the cur-
rent law section 936 tax credit.

Neither the House nor Senate was
able to give the Governor’s proposal an
extensive examination before either
body adopted revisions to the section
936 credit. Together with my colleague
from New York, Senator D’AMATO, I
was pleased to ensure that the Senate
version more appropriately recognizes
the positive impact that many U.S.
companies have on the Puerto Rican
economy and the jobs they provide.

I commend Governor Rossello’s ef-
forts to enhance economic opportunity
in Puerto Rico through the creation of
new jobs, and I would hope that the
Congress will continue to give serious
consideration to the Rossello program
as an alternative to programs such as
under section 936. It is important to en-
sure that any program focused on
Puerto Rico will create new jobs and
encourage self-reliance and economic
growth.

ANWR

Mr. LIEBERMAN. Mr. President, the
Arctic National Wildlife Refuge has
been managed as one of the great wil-
derness systems on this continent since
the Eisenhower administration. It is on
par with other great places in our nat-
ural history, including the Grand Can-
yon, Yellowstone, Jackson Hole, the
Badlands, Glacier Bay, Denali, and oth-
ers. Opening the Arctic Refuge to oil
and gas development violates our stew-
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ardship commitment to future genera-
tions, fails to use common sense about
balancing the budget, and destroys a
highly threatened piece of our Amer-
ican heritage. This is a unique and
treasured land that must serve our en-
tire Nation for the next century, not
just a few for the next few years.

Unnecessary development of signifi-
cant Federal lands like the Arctic Ref-
uge is not the way to balance the budg-
et. The amount of oil that can poten-
tially be recovered from the Arctic
Refuge is simply too small to affect our
energy security, and too destructive to
the environment, to be worth it. The
U.S. Geological Service estimates a 95-
percent chance of only 148 million bar-
rels of oil in the refuge. The Congres-
sional Budget Office assumed 3.2 billion
barrels in its budget scoring of oil and
gas leases, more than 20 times this re-
cent USGS estimate. Worse yet, CBO
assumed oil prices of $38.60 in 2000,
compared to Emnergy information ad-
ministration estimates of only $19.13—
less than half.

And, it is possible that 90 percent of
the lease revenues could go to Alaska
instead of balancing the Federal budg-
et. Under the most favorable scenario,
only 50 percent of the revenues go to
balancing the budget.

Clearly, the $1.3 billion we have been
promised by CBO in return for devel-
oping this pristine area is a massive
fiction, like so many other bogus asset
sales in this budget. The OMB has esti-
mated oil and gas revenues more real-
istically to be between $750 million and
$850 million, assuming Alaska does not
sue for a 90-percent split. If the State
does, these revenues fall another 40
percent.

We all hope for another strike like
Prudhoe Bay. But the simple reality,
based on the very best geological
science and economics available today,
is that the next Prudhoe Bay is expan-
sion of Prudhoe Bay itself, and the con-
tinued implementation of national en-
ergy conservation programs. The next
major source of energy is not a long-
shot wildcat strike in an undeveloped
Alaskan wilderness area, and it is in-
correct to suggest otherwise. And it is
ironic that we would consider opening
this refuge to oil drilling now that the
oil export ban will be lifted, as the
House and Senate have voted to do. If
the ban is lifted, a substantial percent-
age of the oil that is recovered, if any,
would be exported to Asia, according to
the Cato Institute, the Congressional
Research Service, and others. The Arc-
tic Refuge 0il supplies would do almost
nothing to help our energy security.

Make no mistake, environmental im-
pacts to the refuge would be severe and
irreversible. The Arctic National Wild-
life Refuge includes the calving
grounds for one of the largest caribou
herds in North America, the porcupine
herd of 152,000. It supports several
thousand native Americans whose
hunter-gatherer culture depends di-
rectly on it today as it has for 20,000
years. Over 200 species of plants and
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animals thrive in the refuge, including
Muskoxen, Snow Geese, Arctic Foxes,
Arctic Grayling and Arctic Char. It is
the only natural area in the United
States with all three species of North
American bears—the black bear, the
grizzly bear, and the polar bear. It is
one of the most pristine areas in our
Nation, untouched by development,
and the last of its kind. Environmental
studies repeatedly show that oil devel-
opment is not compatible with the pro-
tection of these resources. Biologists
from Federal and State agencies and
universities conclude that oil develop-
ment will harm the calving success of
the caribou herd, and reduce its long
term numbers very significantly.

The remaining 90 percent of the Alas-
kan North Slope is already open to oil
and gas leasing. Is it too much to pro-
tect what little we have left? Let us
honor our history of conservation, and
the future of generations to come, by
protecting this last Arctic Refuge.

I ask unanimous consent that a let-
ter from the President on this subject
be printed in the RECORD.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

THE WHITE HOUSE,
Washington, October 26, 1995.
The Hon. JOSEPH 1. LIEBERMAN,
U.S. Senate, Washington, DC.

DEAR JOE: Thank you for your letter today
seeking my views on striking the provision
in the reconciliation bill that would open the
coastal plain of the Arctic National Wildlife
Refuge [ANWR] to oil and gas drilling.

Because you stated that the Senate is ex-
pected to vote on that motion in the near fu-
ture, let me be clear: I will veto any rec-
onciliation bill that opens ANWR to drilling.
Consequently, I strongly support your and
your colleagues’ efforts to remove this provi-
sion from the bill. In my view, this is one of
the most significant environmental votes
facing Congress, posing a clear choice be-
tween protecting a unique, biologically-rich
wilderness and pursuing a misquided energy
policy.

I appreciate and support your efforts to
preserve ANWR.

Sincerely,
BILL.

Mr. LEVIN. Mr. President, I voted
against the combined Harkin and Dor-
gan amendments. The constraints im-
posed by the rules under which the
budget reconciliation bill is being con-
sidered create an absurd situation in
which important, complex, and dif-
ficult amendments are decided without
debate. In addition, because a long
stack of votes are occurring at 7%
minute intervals, there is little time to
properly consider each provision. This
is exacerbated when amendments are
quickly patched together with little
warning on the floor.

In this case, I oppose the capital
gains portion of the Dorgan-Harkin
combined amendment. While I do favor
capital gains reform, focused on long-
term capital gains investment, in my
view, the provision goes too far by im-
posing a lifetime limit of $250,000 on
capital gains deductions. The Tax Code
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is complex enough without adding a re-
strictive difficult to administer, life-
time provision such as this.

I do support the Harkin portion of
the amendment which attempts to fur-
ther restrict the so-called Benedict Ar-
nold loophole.

Because the two amendments were
joined together on the Senate floor, I
could not vote on one and against the
other. Therefore, I voted no on the
amendment.

Mr. FRIST. Mr. President, I would
like to speak briefly in support of the
antitrust reform provisions of section
15021 of the House Medicare bill. While
these provisions are not in the Senate
Medicare bill, they are important, be-
cause they permit doctors to form Pro-
vider Service Networks without having
to go through an institutional inter-
mediary such as another HMO or an in-
surance company. I urge my colleagues
to support the provisions when this bill
goes into conference, as they are mod-
est antitrust law reforms that will im-
prove the quality and lower the cost of
our health care system.

I would first like to discuss how the
House Medicare bill defines a Provider
Service Network (or, as it is more com-
monly known, a “PSN”’). In the House
Medicare bill, a PSN is one of the new
organizations that provides Medicare
beneficiaries with an option called
MedicarePlus. That option allows a
beneficiary to select a health plan
called a MedicarePlus Product that
would be offered by a MedicarePlus Or-
ganization. A MedicarePlus Organiza-
tion is a private sector organization,
such as an HMO, that offers a health
plan that meets Federal Medicare
standards. A Provider Sponsored Orga-
nization is a type of MedicarePlus Or-
ganization which is owned and oper-
ated by affiliated providers, such as
hospitals and physicians. A PSN is an
organization owned and operated by
providers that contract with a Provider
Sponsored Organization to provide
services to Medicare beneficiaries.

Current antitrust law effectively
makes it automatically illegal for a
group of physicians to set up a PSN or
Provider Sponsored Organization, yet
permits insurance companies, HMO’s
and other nonphysicians to do so. This
does not make sense.

Why do we want to reform the anti-
trust restriction so that physicians can
form PSN’s and directly compete with
insurers and HMO’s for Medicare bene-
ficiaries? Because permitting physi-
cians to do so will bring physicians to
the table and will encourage increased
competition that will provide Ameri-
cans with better quality health care at
a lower price. By permitting physi-
cians—rather than just accountants—
to oversee the treatment systems,
Medicare beneficiaries will receive bet-
ter quality care. By removing an insur-
ance company’s significant administra-
tive costs from the picture, Medicare
beneficiaries will likely see more of
their health care premium dollars go to
patient care and less to overhead.
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It should be made clear that section
15021 of the House bill does not exempt
physician networks from antitrust law.
I, for one, would oppose it if it did. I
too believe that physicians must be
held accountable under the antitrust
laws if they in any way engage in anti-
competitive price fixing.

Under the House Medicare bill, physi-
cian networks would remain subject to
all of the antitrust statutes that cur-
rently exist. The only limitation on
antitrust enforcement is that physi-
cian created networks which meet the
standards for PSN’s (as set forth in sec-
tion 15021(b)(6) of the House bill) would
not be considered automatically un-
lawful. If the formation or operation of
these networks can be shown to harm
competition, then the DOJ, FTC, or a
private party could challenge them.
This is precisely the same rule which
applies to the formation and operation
of joint ventures in other industries in
America. This provision does not ex-
empt physician networks from the law.
It holds them accountable for their ac-
tions, while giving them the oppor-
tunity to compete.

I again urge all of my colleagues to
support the antitrust provisions of sec-
tion 15021 of the House Medicare bill.

Mr. HATCH. Mr. President, while we
are considering the manager’s amend-
ment to S. 1357, the Balanced Budget
Reconciliation Act, I want to take this
opportunity to comment on the health
provisions contained within the bill
and on some of the changes made
therein.

First of all, I know there is a great
deal of consternation about the impact
of the reductions in spending growth
for Medicare and Medicaid contained
within this bill.

Medicare and Medicaid have been tre-
mendously successful programs by any-
one’s measure, providing life-saving
and life-sustaining services to literally
millions of persons over the last three
decades. These programs need to be
continued.

What we cannot continue, though, is
the high rate of growth in these enti-
tlement programs. This growth, quite
simply, is contributing significantly to
the deficit situation which is bank-
rupting our country.

Mr. President, there is no disagree-
ment on either of these points.

As I see it, the question before us
today is not whether to act but, rather,
how to act.

The question is not “Why?,” as some
assert, but rather the more critical
“Who, what where, when, and how?”’ we
bring these programs under fiscal con-
trol while preserving vital services for
the people who need them.

It is clear that we are poised to act
on a bill with very far-reaching rami-
fications. This is not a responsibility I
take lightly.

Indeed, the prospect of reforming
programs which have become such an
integral part of America’s health care
delivery infrastructure over the past 30
yvears is a daunting one. The implica-
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tions are enormous—enormous for all
participants in the health care system,
be it patients or those who provide
services to patients.

Consider how intertwined the Medi-
care and Medicaid programs have be-
come with our health care delivery sys-
tem.

A whole generation of facilities has
been built based on funding from the
Federal Government. A whole genera-
tion of health care professionals has
been trained with funding from the
Federal Government, with many aca-
demic health institutions continuing
to rely heavily upon Medicare graduate
medical education funds for their via-
bility. Facilities providing care to the
underserved in both rural and urban
areas count on Medicare revenues to
keep from closing their doors. And,
coverage policy in many private health
care plans and our military health care
system have been designed around
Medicare policy.

Viewed from another perspective,
more than a generation of Americans
has come to rely on the vital services
provided under Medicare and Medicaid.
This is true for our seniors and dis-
abled who are eligible for Medicare,
and for the pregnant women and chil-
dren, the aged, the blind, and the dis-
abled who receive services under Med-
icaid.

The prospect of the reforming this
system can be threatening to all I have
mentioned, because it represents a
change, a change from the norm we
have all come to accept.

But I ask you to consider how dif-
ferent the America of 1995 is from the
America of 1965. The health care of
today is very different from that of 30
years ago. We have come a long way.
Life expectancy has improved dramati-
cally thanks to the fruits of medical
research and technology. Fee-for-serv-
ice medicine is no longer the only op-
tion for delivery of services.

But we have paid a heavy price for
those improvements. Continued in-
creases in health care costs run ramp-
ant have fueled the deficit, and have
priced health care out of the reach of
many, with a concomitant impact on
the Medicaid roles and the States’ abil-
ity to provide services.

I implore my colleagues to see the
changes in this bill today as an oppor-
tunity to make the system better and
more responsive to our national needs,
needs which extend beyond health care
services to, indeed, the health of our
country as a whole.

The deficit situation cannot be ig-
nored any longer. It is unfair to our
children, and to their parents and
grandparents.

The alternative to change is fore-
boding. The costs of these entitlement
programs is running out of sight, en-
dangering the future viability of the
programs as well as the Federal and
State budgets. By all recognition,
Medicare’s hospitalization trust fund
could go bankrupt, starting as early as
next year. The work of the Medicare
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Trustees, reinforced by testimony the
Finance Committee heard from the
former Chief Actuary of Medicare, Guy
King, indicates that we will need at
least $165 billion for the hospitalization
fund alone to stave off bankruptcy by
2002. Payment for physician services
under Medicare, funded 68.5 percent
from tax revenues, is rising in double
digits.

Medicaid spending also remains trou-
blesome.

The Congressional Budget Office has
estimated that the Federal share of
Medicare will grow over 10 percent a
year between now and 2002, about three
times the projected rate of inflation.

The changes made in S. 1357 are a
good start to resolve these problems.

For Medicare, the bill provides great-
er opportunity for seniors and the dis-
abled to participate in innovative co-
ordinated care programs, many offer-
ing the possibility of benefits beyond
the traditional Medicare package such
as preventive services, eyeglasses, and
prescription drugs.

It is clear that the health care mar-
ketplace has been undergoing dramatic
changes over the last several years and
that further changes will occur.

As new types of provider organiza-
tions and reimbursement practices
have evolved over recent years, many
observers note that the traditional doc-
tor-patient relationship is being rede-
fined.

There are complex and novel issues
presented by the introduction of many
new nonphysician decisionmakers in
the care of patients.

Tensions often are apparent between
the twin goals of providing high qual-
ity care and providing this care at rea-
sonable costs. That became evident in
our consideration of S. 1357, as we
struggled to make certain that the bill
afforded Medicare beneficiaries the op-
portunity to participate more in the
medical marketplace, while still main-
taining a marketplace which allows
doctors, nurses and other health care
professionals to continue to practice
traditional medicine.

There is no doubt that coordinated
care offers abundant opportunities for
our citizens, including those who par-
ticipate in the Medicare and Medicaid
programs, to receive quality health
care services in the most cost-effective
setting.

On the other hand, as we enter this
new era in which managed care be-
comes the norm, it is imperative that
the overriding goal be to save lives, not
dollars.

What I am saying is that managed
care is an important option in the
health care delivery continuum, but so
is traditional medicine.

Fee-for-service medicine must be
maintained as an option for patients
who are more comfortable with that
kind of care, as well as for providers
who do not wish to join the managed
care environment.

One of the major innovations in this
reconciliation bill is that it will en-
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courage the further participation of
Medicare enrollees in managed care
plans. A key feature of the legislation
is that it allows individuals to choose
the type of health care delivery system
which best meets their needs. This bill
allows American citizens, not the Fed-
eral Government, the freedom to make
this choice.

I think it critical that Medicare
beneficiaries be allowed to choose the
provider of their choice, if this is im-
portant to them. In fact, the bill con-
tains a provision I authored which will
make certain that beneficiaries are
provided with the information they
need to gauge whether the Choice plan
they contemplate joining allows them
this freedom.

At the same time, I do not think it is
fair for the Congress to require that all
plans mandate this option, since par-
ticipants in Medicare do have flexi-
bility under the current bill.

I also want to note, in turn, that
health care providers will face indi-
vidual choices with respect to which
type of health care delivery system
best meets their career plans. Some
will prefer a managed care environ-
ment, while others will not. They, too,
must have the freedom to make that
choice.

And that freedom must not be in
name only.

For some time, I have been concerned
that we are destroying the incentives
providers have to practice good medi-
cine in America. Liability concerns,
cost constraints, regulations which im-
pede technology development, change
in medical education reimbursement—
all these can have a stifling effect on
the ability of health care professionals
to be satisfied with the work environ-
ment.

That is one reason I was so pleased
about the House inclusion of a medical
liability reform proposal. Medical 1li-
ability reform is something I have been
fighting for for some time, and I am
pleased at the House action.

We had a good deal of debate about
this ‘“‘creative tension’ in the health
care delivery system during develop-
ment of the physician service network
(PSN) provision contained in this bill.
Doctors and hospitals were rightly con-
cerned that because of time-consuming
state certification requirements, they
would not have the ability to form net-
works to compete as providers under
the new choice plans.

On the other hand, insurers were
equally concerned that we not create a
system which put them on an uneven
footing, by allowing certain organiza-
tions to escape the solvency require-
ments and antitrust requirements in
current law.

The challenge we face is to find the
right balance between two competing
interests—our intention to provide sen-
iors with real health care choices, espe-
cially in rural areas, and our interest
in making sure that those who provide
that care have the incentives to do so,
but to do so with accountability. I am
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satisfied that the bill before us meets
these goals, but I will be monitoring its
implementation carefully to see that it
continues to measure up.

The bill before us today also provides
beneficiaries with the option of estab-
lishing medical savings accounts,
something I have long favored.

Under the proposed legislation, Medi-
care recipients would have new op-
tions, including the choice to remain in
the traditional Medicare program, en-
roll in a health maintenance organiza-
tion or select a high-deductible health
insurance plan with a Medical Savings
Account [MSA].

I support the MSA provisions in the
pending bill and hope they will remain
in the final measure as signed into law.

MSA’s are personal, individual ac-
counts used to pay for routine and pre-
ventive health care and are combined
with  high-deductible, catastrophic
health insurance that pays for major
expenses. Beneficiaries pay all medical
bills up to the deductible with the MSA
and out-of-pocket funds. Catastrophic
insurance pays all expenses above the
deductible.

Among the benefits of MSA’s for sen-
iors will be that they will have first-
dollar coverage for such services as pri-
mary and preventive care, in contrast
to Medicare, which has deductibles and
copayments. Seniors could use their
MSA’s for items not covered by Medi-
care, such as eyeglasses and prescrip-
tion drugs. In addition, patients would
have incentives to make prudent
choices because they would have a
larger voice in deciding how their
health care dollars were spent.

Medical Savings Accounts incor-
porate sound economics while encour-
aging individual responsibility and
choice.

Mr. President, I want to point out
that, contrary to many reports, the
Balanced Budget Reconciliation Act
does not cut Medicare spending. It does
not reduce benefits. It does not breech
our contract on Medicare.

And contrary to the assertions of
many, Medicare spending will increase
each year under this budget. It will rise
from $181 billion this year, to $277 bil-
lion on fiscal year 2002, a $96 billion or
53 percent increase. Expressed dif-
ferently, Medicare benefits will in-
crease from an average of $4,800 per
person this year, to $6,700 in fiscal year
2002, hardly a cut.

For Medicaid, S. 1357 allows a 5 per-
cent rate of growth over the next 7
years, with the program rising from
$157 billion this year to about $220 bil-
lion in 2002. I don’t believe this in-
crease of 40 percent can be termed a
“‘cut”’, either.

Many of my constituents have visited
with me, offering both praise and criti-
cism about the provisions in this bill.

On a positive note, I have received
much positive feedback about the pro-
visions in this bill which inject a great-
er measure of private market competi-
tion in Medicare. I have received warm
endorsement of the provisions in the
bill which allow the States to tailor
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their Medicaid programs to their own
individual needs. In particular, many
in my home state are pleased about the
opportunity to work cooperatively to-
gether with our Governor to craft a
Medicaid program which meets the
needs of Utahns, not the needs of those
in states across the Nation.

I have been troubled for some time
about the inflexibility of the Medicaid
program, and the innumerable, burden-
some requirements placed on the pro-
grams at the Federal level. This has
served to drive up costs, as well as to
hamstring innovators such as our Gov-
ernor, Mike Leavitt, who have some
wonderfully creative ideas on how to
deliver services in a cost-efficient man-
ner.

I recall the story Governor Leavitt
related to me about the Medicaid waiv-
er he was trying to submit to the
Health Care Financing Administration.
Utah had determined that it could pro-
vide services to more citizens if it re-
stricted the dental benefit to children
and adult emergencies. HCFA turned
him down cold.

Later, at a briefing with my staff,
HCFA said they had not turned any
states down on coverage requests such
as this. When queried, they admitted
that they had told the state not even
to submit the request, because it would
be turned down.

This bureaucratic gamesmanship is a
prime example of why Utah should not
have to seek approval from Washington
of its State Medicaid plan. The changes
made in this bill, which will allow Utah
to design its own coverage program
without a federal waiver—with contin-
ued coverage for the aged, disabled, and
pregnant women and children—are in
important step and a needed step.

That being said, I want to acknowl-
edge openly and frankly my under-
standing of the tremendous unease the
prospects of major change cast upon
our citizenry.

This is a natural reaction to change.

I make the pledge that if we receive
evidence that these reforms are not
working, I will do everything I can to
seek an immediate legislative solution
in this Chamber.

I want to make that perfectly clear.

I, too, am not completely satisfied
with each and every provision, as I will
discuss in a moment. I am hopeful that
in the conference we can improve these
provisions.

But first of all, I want to discuss how
the changes in this bill affect Native
Americans. This is a subject in which I
have a great interest.

NATIVE AMERICANS

Mr. President, I am especially
pleased that the pending legislation
contains needed provisions, which I
sponsored in the Finance Committee,
relating to the impact of Medicare and
Medicaid reform on Native Americans.

As we debate this important legisla-
tion, I want to be sure that we do not
lose sight of how these reforms will af-
fect Indian Country.

And, I would point out to my col-
leagues that Congress has recognized
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the severely depressed health condi-
tions existing among Native Ameri-
cans. But there is a need to do more.

The current health status of Native
Americans and Alaska Natives remains
disproportionately low compared to the
rest of the population. The Native
American (IHS Service Area) age-ad-
justed mortality rates remain consider-
ably higher than for the rest of the
U.S. population.

Between 1989 and 1991 the mortality
rates for Native Americans were 440
percent greater for tuberculosis; 430
percent greater for alcoholism; 165 per-
cent greater for accidents; 154 percent
greater for diabetes mellitus; and 46
percent greater for pneumonia and in-
fluenza.

These rates are simply unacceptable.
The bottom line is this: per capita
spending for Indian health care is ap-
proximately one-half that of the na-
tional average. In 1992, the U.S. Na-
tional Health Expenditures per capita
was $3,1566 compared with an IHS
Health Expenditures per capita of
$1,489.

The Native American provisions con-
tained in this bill serve to reaffirm our
Nation’s commitment with respect to
Medicare and Medicaid reimbursement
for Indian Health Service programs.

In effect, these provisions will help
ensure that Indian health care con-
tinues to improve even as the Medicare
and Medicaid programs undergo re-
form. Given the limited budget within
which the Indian Health Service (IHS)
and tribes must operate their health
care programs, third-party income
such as Medicare and Medicaid collec-
tions allow the IHS to supplement
their already limited Federal appro-
priation.

The THS estimates that it will collect
$54,250,000 in Medicare and $120,750,000
in Medicaid reimbursements in fiscal
year 1995. These collections allow the
IHS and tribal programs to improve
the conditions of their facilities and
free-up financial resources to provide
critical health care services which they
could not otherwise provide.

In fiscal year 1995, Medicaid funds
were used to pay the salaries and bene-
fits for 1,379 FTEs. These staff posi-
tions include physicians, nurses, phar-
macists, lab technicians, and support
staff. The loss of Medicaid funds would
mean that these health care providers
would have to be laid off due to a lack
of money to pay salaries and benefits.

The impact of the loss of this money
would be tremendous because these
funds supplement direct clinical care
to Native Americans and Alaska Na-
tives. It would result in the closure of
critical inpatient services in some of
the most remote parts of the country.
The outcome would be truly dev-
astating to the already poor health sta-
tus of Native Americans.

Under existing law, IHS facilities
like other health care providers are eli-
gible to receive Medicaid and Medicare
payments for services provided to eligi-
ble Indians. The provisions I sponsored
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will ensure that these arrangements re-
main in place in the new world of re-
formed Medicaid.

In addition, my language expands
coverage to tribally owned and oper-
ated health care facilities as well as
urban Indian organizations that serve
Medicaid eligible Indian patients.

Approximately 1.4 million Native
Americans receive health care services
from the IHS and from Indian owned
and operated health care facilities.

In an effort to address the poor
health conditions of Native Americans
and because of the fact that Indian
health programs are almost entirely
dependent upon Federal appropria-
tions, Congress made two exceptions to
allow the ITHS and tribal health facili-
ties to participate in the Medicare pro-
gram and use their reimbursements to
improve facility conditions.

First, Congress made an exception to
the general ban against payments to
Federal providers of services for IHS
and tribal health providers pursuant to
Section 401 of the Indian Health Care
Improvement Act and Section 1880 of
the Social Security Act.

Second, Congress made an exception
to the requirement that the IHS and
tribal health facilities meet all of the
conditions and requirements for par-
ticipation in the Medicare program, as
long as those facilities provided the
Secretary with a plan for achieving
compliance.

Pursuant to Section 1880 of the So-
cial Security Act, hospitals and skilled
nursing facilities owned by the IHS
may receive reimbursement from Medi-
care for services provided to eligible
Indians.

Pursuant to Section 1861(aa)(4)(D) of
the Social Security Act outpatient fa-
cilities that are owned by the IHS are
eligible to be Federally Qualified
Health Centers and participate in the
Medicare program but only if those fa-
cilities are operated by tribes or tribal
organizations under the Indian Self-De-
termination and Education Assistance
Act, or by urban Indian organizations.

Tribally-owned health care facilities
are able to participate in the Medicare
program subject to the same conditions
and requirements as any other provider
in the State in which those facilities
are located.

As this bill moves through the legis-
lative process, I hope these provisions
can be maintained, because I believe
we should do all we can to enhance the
level of health care provided to Native
Americans through the Medicare and
Medicaid programs. I thank my col-
leagues on the Finance Committee and
the Committee on Indian Affairs for
their support and assistance in devel-
oping these important provisions.

Another issue in which I have a great
interest is the Federal effort to prevent
health care fraud.

FRAUD AND ABUSE

The problem of health care fraud and
abuse is certainly one of the most trou-
bling aspects in our Nation’s health
care delivery system. By most esti-
mates, the costs of health care in the
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United States approach $1 trillion an-
nually. By the turn of the century, the
figure will exceed $1.5 trillion annu-
ally, consuming up to 16 percent of the
Nation’s gross domestic product.

Even by most conservative esti-
mates, billions of dollars are lost to
waste, fraud and abuse. Health insur-
ance experts, the FBI and other agen-
cies agree that fraud and abuse account
for as mush as 5 to 10 percent of total
health care expenditures. As much as
$27 billion taxpayer dollars are lost to
fraud and abuse in the Medicare and
Medicaid programs. These losses are
clearly not insignificant.

Clearly, the Federal Government
must take steps to put a halt to the de-
liberate and unscrupulous act of de-
frauding individuals, health care pro-
viders, and State and Federal Govern-
ments in the provision of health care.

The anti-fraud and abuse provisions
contained in this legislation essen-
tially represent the provisions con-
tained in S. 1088, which was developed
by our colleague from Maine, Senator
COHEN.

I am extremely pleased that the final
compromise addressed my concerns
about provisions in S. 1088 which would
have authorized the use of health care
fraud related fines and penalties to fi-
nance investigative and enforcement
efforts of the HHS IG’s Office and ef-
forts at the Justice Department.

I have long opposed this so-called
bounty hunter provision, as I strongly
feel it would create an incentive for
Federal investigators to forgo prosecu-
tion or exclusion where warranted in
favor of large civil penalties that
would provide additional funding for
investigators.

Under the new language as contained
in the bill, all penalties, fines and dam-
ages collected will be deposited into
the Medicare trust fund. Under this ar-
rangement, the original purpose to
strengthen the financial solvency of
the Medicare program is further
achieved. I strongly believe this ap-
proach serves to address my concerns
as well as ensuring the integrity of the
anti-fraud and abuse provisions.

I do have remaining concerns, which
I will work to address in conference.

First, I would note that the bill does
not uniformly punish those who would
attempt to defraud a health care plan
or provider or those who would con-
spire with others to do so. Nor does it
appear to criminalize attempts or con-
spiracies to embezzle.

I think it is vitally important that
those who conspire with others to
cheat our health care plans should be
punished to the full extent of the law.
Otherwise, a conspiracy to defraud or
embezzle will be uncovered before the
crime is actually completed. Those sit-
uations should be addressed by this
statute.

Second, while we provide for the for-
feiture of property, real or personal of
persons convicted of health care fraud,
it is unclear whether the bill would
also permit the forfeiture of the fraud-
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ulently obtained proceeds. While it is
certainly important to obtain fraudu-
lently obtained property, it is even
more vital to divest criminals of their
unlawfully obtained proceeds. We must
be careful to craft legislation that will
destroy the financial incentive for
criminals to abuse our health care sys-
tem.

In the same vein, the bill only per-
mits forfeiture of property from per-
sons actually convicted of a crime.
Thus, if someone perpetuates a fraud
against a health care plan or provider,
and then flees outside the jurisdiction
of the United States, it may be dif-
ficult to obtain their ill-gotten gains
remaining in this country unless we
permit the government to bring a civil
forfeiture action.

Civil forfeiture must be available
even if a conviction cannot be ob-
tained. This is an important, complex
issue. Indeed, I am currently working
on legislation that would affect for-
feiture law, and want to be able to
craft responsible language.

I also have several technical concerns
with the fraud and abuse provisions.
For example, section 7141 punishes
those who commit health care fraud
with a maximum 10-year penalty. If se-
rious bodily injury results, the crimi-
nal can be punished for any term of
years.

Unfortunately, the statute does not
appear to address a crime leading to
someone’s death. Serious bodily injury
is not defined to include death, so the
possibility of a death occurring as a re-
sult of the crime must be taken into
account.

Finally, we need to ensure that this
bill does not improperly extend Federal
criminal jurisdiction and that it con-
forms to accepted investigative de-
mand procedures. In light of the Lopez
decision issued by the Supreme Court
last term, we must be careful to draft
legislation that contains the proper
legislative nexus to the Constitution’s
commerce clause. We must put an end
to the days of federalizing crime with-
out giving any thought to the legiti-
mate prosecutorial interests of the
States.

We must also guarantee that appro-
priate, established, investigative de-
mand procedures are followed. The ad-
ministrative subpoena is a powerful
tool that should not be used unless ac-
cepted procedures are followed.

In addition, I have continuing con-
cerns about the provisions relating to
the anti-kickback statute. I have been
concerned about the discount exception
to the statute as currently interpreted,
and the discount safe harbor regulation
which is, in effect, impeding the imple-
mentation of commercially reasonable
and non-abusive marketing practices.

One such practice is the combining
for discount purposes of various prod-
ucts and/or services supplied by a com-
pany to a provider. Another example
involves the provision of discounts
based upon the volume purchased dur-
ing a fixed time period.
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Hospitals and health plans purchase
medical devices, pharmaceutical prod-
ucts and other health care products
and services from one manufacturer,
and thereby receive a percentage price
discount on the total products pur-
chased. The discount is allocated on a
flat across-the-board basis for all prod-
ucts. Similarly, hospitals and health
plans routinely purchase all products
used for treatment of a particular dis-
ease from a supplier, at a fixed rate for
all products.

In addition, manufacturers want to
be certain that they can lawfully bun-
dle products into a single procedure kit
which contains all items needed to per-
form a specific procedure or treatment,
and to offer the kit for purchase at a
discount. Without the discount excep-
tions, such arrangements can be con-
strued as a sale of one product tied to
another and, therefore, a Kkickback
under Medicare law, even when prac-
ticed lawfully in the treatment of pa-
tients.

These arrangements are appropriate
and create no potential for abuse so
long as there is adequate disclosure of
the financial parameters of these ar-
rangements so that the Medicare and
State health care programs are able to
ascertain cost data for purposes of re-
vising payment rates and are able to
evaluate the impact of these arrange-
ments.

While these arrangements may differ
from pure time-of-sale price discounts
on a single item or service, they are ap-
propriate in the current health care en-
vironment.

Discount arrangements are, in fact,
commonplace in the private sector and
have resulted in substantial savings to
hospitals, managed care companies
and, most importantly, consumers.

Unfortunately, current Medicare law
is vague in this area and implies poten-
tial illegality of certain innovative
purchasing practices common in the
private sector. These types of pur-
chasing arrangements enable hospitals
and managed care companies to pur-
chase medical supplies and drugs at a
discount when they are sold as a pack-
age or in volume.

The success of Medicare reform relies
heavily on the ability of health plans
to replicate successful private sector
practices—including innovative ar-
rangements between providers and
drug and device manufacturers that re-
sult in savings to beneficiaries and ul-
timately to the Medicare trust fund.

Accordingly, it is my desire to clarify
that these innovative purchasing ar-
rangements are allowable under the ex-
isting Medicare antikickback rules. Al-
though we have made some progress in
this respect in the bill as reported by
the Finance Committee, it is my desire
to pursue clarifications in all these
areas as the bill moves forward.

CHIROPRACTIC SERVICES

During consideration of the reconcili-
ation bill an the Finance Committee, 1
offered an amendment to allow chiro-
practors to practice their profession



S16080

under Medicare to the full extent of the
scope of practice permitted under
State law. The Committee agreed to
accept this amendment subject to
working out the financing provisions
with the Congressional Budget Office.
However, due to the press of business,
it has not yet been possible to com-
plete the task of fine tuning a mecha-
nism that would achieve this goal
without significantly increasing the
cost to the Medicare program.

This is unfortunate because I believe
that the time is ripe to discard the an-
tiquated restrictions on chiropractors
that permeate current law. Today,
chiropractic is recognized by the med-
ical profession, and, indeed, a recent
government report concluded that
chiropractic treatment is among the
most effective for the treatment of cer-
tain type of ailments. Many of us in
this Chamber did not need a govern-
ment study to tell us what we already
know.

I am committed to work with my col-
leagues on the Finance Committee to
effectuate a change in the limitations
on chiropractors. I believe—and I am
confident that a majority of my col-
leagues both on the Finance Com-
mittee and in this chamber agree with
me—that chiropractors should be al-
lowed to be reimbursed under Medicare
as long as the service they provided is
an existing covered service, and that
they are operating within the scope of
their license as defined by State law.

ORTHOTIC AND PROSTHETIC SERVICES

I wanted to take this opportunity to
mention another amendment I au-
thored in Finance Committee, which
was approved but later dropped because
we could not find a suitable offset.
That amendment would have allowed a
1 percent update in the reimbursement
rate for orthotics and prosthetics pro-
viders, in particular for artificial limbs
and braces.

Orthotics and prosthetics providers
design, fit and fabricate custom ortho-
pedic braces and artificial limbs for a
wide variety of persons with physical
disabilities.

I understand that the O&P fee sched-
ule has been frozen for a number of
years, resulting in only a 1 percent up-
date factor per year since 1985. The bill
freezes the update.

I am sympathetic to concerns which
have been raised about the growth in
reimbursement for this industry, and I
would only note that this is a highly
specialized segment of the health care
industry; where utilization controls
should not be an issue. In addition,
while the Congressional Budget Office
cites large growth in O&P since 1990,
part of this growth is due to parenteral
and enteral nutrition [PEN], urological
supplies and other non-custom devices
which would have not been covered by
my amendment.

I am hopeful that the final bill can
include the one percent update.

ABSTINENCE EDUCATION

Providing education to young adults

about the value of abstinence is ex-
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tremely important and I applaud the
effort that this bill makes in this area.
Many of us share the belief that absti-
nence is the best and healthiest meth-
od for our young people to avoid the
risks associated with early sexual ac-
tivity—dangers that have both phys-
ical and psychological manifestations.

I am concerned, however, that the
language defining abstinence education
in section 7445 of S. 1357 may be inter-
preted by some as being so restrictive
that some excellent abstinence-based
programs, including some programs op-
erating in my state, would not be eligi-
ble for funding. This issue turns on the
interpretation of the term exclusive
purpose in section 7445(c)(5)(A) and
whether this will be read as encom-
passing programs, such as operated by
the Community of Caring in Utah, for
which abstinence is a primary goal.
This program exists in 50 schools in
Utah and has been successful in achiev-
ing abstinence by teaching and rein-
forcing it within the values of caring,
respect, responsibility, trust and fam-
ily. I would hope that a family values-
based program this effective would not
be excluded from funding.

PRESCRIPTION DRUG REBATES

Many of us opposed the Medicaid
drug rebate program when it was first
enacted in 1990, although I recognize
that it has provided a valuable source
of revenue for financially strapped
State Medicaid programs. The theory
behind this program is that it would
constrain the costs of pharmaceuticals
by guaranteeing State Medicaid pro-
grams the best price.

Because of the growing move toward
Medicaid managed care, with its inher-
ent cost containment strategies, the
importance of the rebate program is
now overstated.

I have been concerned that rebates
are anticompetitive and constrain the
ability of hospitals, HMOs, and other
private sector purchasers of prescrip-
tion drugs to negotiate discounts from
pharmaceutical manufacturers. In ad-
dition, overly high rebates can act as a
disincentive to provider participation
in Medicaid, as well as to the pharma-
ceutical research and development nec-
essary to foster breakthrough drug
products.

Under the current Medicaid program,
states receive a manufacturer’s best
price for a drug, plus an additional re-
bate reflecting any differences between
price increases and inflation—as meas-
ured by the Consumer Price Index.
Under the original Finance bill, the
Federal rebate program would have
been retained for 3 years, after which
the States could choose whether to im-
plement programs on their own. An
amendment adopted in committee re-
moved that sunset.

I believe it is important to clarify
what was intended by an amendment
that I offered at the Senate Finance
Committee on the topic of prescription
drug rebates.

Currently, several States require re-
bates from prescription drug manufac-
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turers over and above what is required
under the Federal Medicaid program.
The bill that we will ultimately send to
the President will also be likely to re-
tain the authority for States to con-
tinue to collect rebates. My personal
belief, and I think that most of my col-
leagues on Finance would concur, is
that this authority should be along the
lines of the original Finance Com-
mittee bill which included a transition
period of 3 years allotted to States to
integrate drug rebate programs into
their overall health care programs.

At the Finance Committee there was
discussion as to whether the language
adopted would preclude States that
choose to opt out of the Medigrant Pro-
gram from collecting supplemental or
additional rebates on top of the rebate
amount authorized under the program.
The Senate Finance Committee voted
that States would be precluded from
collecting unlimited rebates. At the
committee level the point was made
that the pharmaceutical industry is ex-
pected to spend about $15 billion on re-
search and development in 1995 alone.
States may choose to opt out of the
drug rebate program but will be prohib-
ited from collecting unlimited rebates
from this research and development-in-
tensive industry.

FDA EXPORT

I was pleased to learn this morning
that the House adopted as part of its
reconciliation bill legislation I au-
thored with Representative FRED
UPTON and Senator JUDD GREGG (H.R.
1300/S. 597) a bill which would dramati-
cally expand export opportunities
abroad for American manufacturers of
pharmaceuticals and medical devices.
That bill, the FDA Export Reform and
Enhancement Act of 1995, will both cre-
ate jobs in the United States, as well as
provide incentives for us to enhance
our technological capacity to develop
new medical products.

I intend to work concertedly to en-
sure that this provision becomes law,
and I commend my colleagues in the
House, especially Representative
UPTON, for their work in this area.
REIMBURSEMENT FOR EXPERIMENTAL MEDICAL

DEVICES

On June 22, 1995, Senators GREGG,
FRIST, KENNEDY, KASSEBAUM, GRAMS,
WELLSTONE, CHAFEE, HUTCHISON,
D’AMATO and I introduced the Medical
Devices Access Assurance Act of 1995.
A companion measure, H.R. 1744, was
introduced in the House by Chairman
BiLL THOMAS, the first in Congress to
step forward in this area.

This legislation addresses two serious
threats to our health care system: re-
stricted access for our senior citizens
to the most advanced experimental
medical technologies and our country’s
loss of clinical research activities to
overseas facilities. This bill helps har-
monize our reimbursement policies for
experimental medical devices with
those governing payment for experi-
mental drugs. This is good policy that
is fair and advances the public health.
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Because of “Byrd rule’” consider-
ations we are not able to pursue this
matter in the bill today, even though
the measure is included in the House-
passed bill. It is my intention to pursue
this legislation vigorously throughout
the remainder of this congressional
term, either as part of the reconcili-
ation bill, or on the Medicare/Medicaid
technicals bill which I understand the
Chairman intends to consider later this
year.

OXYGEN THERAPY

As part of the Medicare reform legis-
lation, the Finance Committee re-
ported a 40 percent reduction of the
home oxygen benefit payment. In con-
trast, the House Ways and Means Com-
mittee reported a 20 percent reduction.

While I recognize that these provi-
sions, to a certain extent, mirror
Health Care Financing Administration
efforts under an inherent reasonable-
ness proceedings, nevertheless I am
concerned about the impact of such a
significant reduction on patients in
Utah who require a higher level of serv-
ice, particularly those patients in rural
or remote areas of the State.

In addition, I have met with numer-
ous small home oxygen providers who
believe that with their slim profit mar-
gins they cannot possibly sustain a 40
percent payment reduction. And for
many patients, the small provider may
be the only nearby source of home oxy-
gen therapy.

As the legislative process moves for-
ward, I hope that we can reexamine
this proposal.

HOSPICE CARE

I would also like to mention my deep
interest in making sure that Federal
support for hospice care remains as
strong as possible.

Hospice care provides palliative care
for terminally ill individuals with a
life expectancy of 6 months or less if
the terminal illness runs its normal
course. Specifically, hospice care pro-
vides relief of pain and uncomfortable
symptoms through a specially qualified
interdisciplinary group of medical, psy-
chosocial and spiritual professionals.
Besides being certified as terminally
ill, an individual must be entitled to
part A of Medicare in order to be eligi-
ble to elect hospice care under Medi-
care. Under the Medicare hospice bene-
fits, a terminally ill individual can re-
ceive comprehensive high-quality care
at a lower cost.

While I recognize the need to hold
back the growth in spending for all
components of the Medicare program, I
am concerned that the effective and ef-
ficient service of hospice care cur-
rently available to Medicare bene-
ficiaries may be compromised by the
proposed 2.5 percent budget reduction.

Hospice care is in effect comprehen-
sive managed care for a specialized
population, the terminally ill, since
the current Medicare hospice benefit is
reimbursed on a fixed, all-inclusive per
diem basis.

As a recent Lewin-VHI study indi-
cated, ‘“‘efforts to control Medicare ex-
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penditures [that] discourage hospice
providers from offering their services
to Medicare beneficiaries, Medicare ex-
penditures would likely increase.” We
must monitor this situation closely to
assure that the benefits of hospice care
are not undermined by this proposal.

In addition, I also think we need to
clarify how the hospice benefit will
interact with the managed care oppor-
tunities provided in both the House and
Senate bills. The House language is ex-
plicit in stating that Medicare contrac-
tors will assume full financial liability
for services other than hospice care.
The Senate language is silent on this
point and I am hopeful this can be ad-
dressed in conference.

HOME HEALTH CARE

I am also concerned about the impact
of this legislation on the provision of
home health care.

As my colleagues are aware, home
health has long been a personal pri-
ority of mine. I have seen time after
time how gratified Utah families are to
be able to care for their loved ones in
the home. This compassionate, caring
alternative to institutionalization can
make all the difference in the lives of
those who are ill.

At the same time, I recognize that
the rapid growth of these services in
recent years attests to the fact that
patients prefer home health care over
traditional institutional care.

I have had the opportunity to talk to
patients and their families who receive
these services. Almost without excep-
tion the family setting enhances the
patients morale and serves as a posi-
tive influence in speeding recovery or
sustaining the critical nature of an ill-
ness.

Accordingly, as we reform Medicare
we should be careful not to limit access
artificially.

The legislation before us today pro-
poses significant changes to the home
health care industry. One provision
will require that home health care
services be paid on a prospective pay
system. This is something I have fa-
vored for a long time; I think this pro-
vision will serve to address concerns
regarding costs as well as to promote
cost efficiency and effectiveness among
providers without compromising the
quality of care.

While I support the enactment of a
PPS for home health, I do have con-
cerns about some of the provisions con-
tained in the Senate and House pro-
posals which could have unintended
consequences of erecting barriers to
care for several categories of the elder-
ly.

For instance, the greatest deficiency
in the respective House and Senate
plans, and one which will cause the
greatest financial hardship to agencies
as well as impact on patients, is the
treatment of extended care/outlier
cases; that is, patients who require
more than 120 days of care.

According to some industry sources
who have contacted me, as much as 30
percent of the national caseload falls
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into this category. The discrepancy be-
tween the per episode cap—based on
the average regional cost of providing
120 days of care—and the per agency
limit based on 165 days of care—must
be addressed and eliminated.

If the episode cap is limited to 120
days, then additional payments, where
warranted and approved by the fiscal
intermediary, should begin on day 121.
Or, alternatively, the per episode cap
should be based on the regional average
costs of providing 165 days of care.

The financial impact on providers of
the discrepancy is obvious. The impact
on patients is no less obvious. In the
first place, the plan effectively—albeit
certainly unintentionally—discrimi-
nates against patients with certain
medical needs and conditions. While
Medicare will pay providers the full
cost of furnishing care to some Dpa-
tients whose needs fall within the arbi-
trarily day limits, it will pay for only
part of the care for patients who are ei-
ther more acutely ill or have chronic
conditions.

Additionally, it is reasonable to as-
sume that agencies with large case-
loads of patients needing care beyond
120 days—but less than 165—cannot
long operate under this system. The
logical result will be limited access to
care in some areas as agencies close.

With respect to the home health mar-
ket basket updates, payment rates
should be based on actual reasonable
costs. The provision which would ad-
just payments by the home health mar-
ket basket minus 2 percent is clearly
unreasonable. Per visit payment di-
rectly affects per episode limits, so the
limitation has a compounded effect.

Also punitive, particularly in light of
the 45-day window of vulnerability/dis-
crepancy, is the limitation of the sav-
ings share to 5 percent of an agency’s
aggregate Medicare patients. I think
this is something we may need to ex-
amine, especially since the limitation
serves as a disincentive to bring overall
costs to a level that will yield savings
greater than 5 percent.

The limitation could ultimately hurt
the Medicare program, whose level of
savings would increase if real incen-
tives were in place for home health
agencies to work to produce saving be-
yond the 5 percent limit.

Another issue regards the break in
care between a particular illness or
episode. Any required break in the de-
livery of home health services before a
new episode can begin would, by defini-
tion, be arbitrary. A 60-day break
seems to be unnecessarily long, given
the nature of the Medicare home
health care population. I think that 45
days might be more reasonable.

Another question I have about our
proposal is that it leaves open the
question of what responsibility, if any,
a home health agency would carry for
a patient who is discharged—for exam-
ple at 120 days—and then who needs
services for another condition 50 days
later. This issue needs to be clarified. If
patients cannot receive the care they
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need through home health, it is reason-
able to assume they will obtain it in a
more costly institutional setting.

Finally, I note that the House bill ex-
tends the waiver provision until the
implementation of the PPS system on
October 1, 1996. I hope this is some-
thing we can reexamine.

CHILDREN’S HEALTH

Nothing can be more important to
our future than the health of our chil-
dren. Too often that fact is left out of
our debate on entitlement programs.

This debate has underscored that
there is obvious disagreement over
whether Medicaid should remain an en-
titlement, but I am certain there is no
disagreement that children should be a
primary focus no matter how we re-
form Medicaid.

In particular, children with special
health care needs—those with serious
chronic conditions or disabilities such
as those with cerebral palsy, cystic fi-
brosis, cancer or heart conditions—are
fortunately very small in number. In
fact, they represent only 2 percent of
all children. But, it will take special
attention to make sure their needs are
being met.

For example, managed care can offer
these children and their families better
access to care and better coordination
of services, but—as the managed care
industry’s own National Committee on
Quality Assurance has recognized—
managed care has little experience
with children with special needs.

The bill we have before us today con-
tains an amendment which would have
States outline in their plans how they
will serve children, and in particular,
how they will serve children with spe-
cial health care needs. While I am cer-
tain the Governors will devote appro-
priate attention to children with spe-
cial needs, I think that outlining how
this will be accomplished in the State
plans will give us all the peace of mind
that these very vulnerable children
will not fall through the cracks.

In addition, the bill contains a provi-
sion I coauthored with Sen. GRAHAM to
clarify that States are required within
their Medigrant plans to describe the
methodology to be used to continue
disproportionate share payments to
hospitals. An explicit methodology is
important for hospitals such as Pri-
mary Children’s in Salt Lake City,
which receives 7 percent of its Med-
icaid revenues from disproportionate
share payments.

NURSING HOMES

One of the reasons I have introduced
S. 1177, the Quality Care for Life Act, is
that I firmly believe we need to adopt
a national policy for long-term care.
That policy need not be a Federal-only
solution. Indeed, any plan to provide
comprehensive long-term care services
for Americans citizens must embrace a
mix of private and public solutions, in-
cluding incentives for long-term care
insurance development.

There are 17,000 nursing homes in
this country, who serve 1.7 million resi-
dents. The care of two-thirds of these
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residents, some 1.13 million, is paid by
Medicaid, and the care of 100,000 is paid
by Medicare.

The impact of this bill on the provi-
sion of long-term care services is im-
measurable, since we are reforming the
Medicaid system which provides a good
deal of the long-term care services in
this country, as well as making sub-
stantial changes to Medicare reim-
bursement for skilled nursing facilities
[SNF’s].

There is no doubt that savings from
SNF reimbursement should be included
in a reconciliation bill; I think that all
involved —providers, patients, and pol-
icymakers—recognize that fact. How-
ever, I have had some concerns about
the way the provisions were crafted in
the proposal that we considered in Fi-
nance Committee.

I have very much appreciated the
willingness of Chairman ROTH, and his
most capable staff, to work with me to
address my concerns.

Two weeks ago, I received a letter
from 28 organizations, representing a
broad spectrum of companies and
health professionals providing care to 1
million Medicare beneficiaries. These
organizations, which include nursing
homes, subacute facilities, ancillary
service providers and health care pro-
fessionals serving nursing home Dpa-
tients, were opposed to the committee
proposal which would have established
a flat, per-stay reimbursement rate for
all ancillary services based on a blend
of a facility-specific and a national av-
erage rate.

The basis of concern was that the
move toward a national average could
cause wide shifts in reimbursement,
which could jeopardize patient care es-
pecially for those with severe illnesses.
In addition, the funding mechanism
could jeopardize the trend toward using
subacute care as a cost effective alter-
native to hospital care.

I also think that, despite the Health
Care Financing Administration’s lack
of priority in developing a prospective
payment system for SNF’s, there is
consensus that future payment must be
made on a prospective basis. The only
practical solution to the funding prob-
lem for nursing homes under the fee-
for-service sector of the Medicare Pro-
gram is to implement a prospective
payment system that contains the nec-
essary cost containment incentives.
This will take some time to develop.
Under the most rosy scenario, such a
PPS system could not be implemented
before October 1, 1997.

To me, the goals in developing a SNF
reimbursement proposal should be two-
fold. We must make certain that any
proposal we approve maintains appro-
priate incentives for high quality serv-
ices. At the same time, it must also
provide reimbursement in the most eq-
uitable way, especially during the tran-
sition period as we move to a PPS sys-
tem.

The key to designing a new system is
to get a handle, not only on the price
the Medicare Program is paying for the
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nursing home service package, but also
on the amount of services provided in
the coverage package. Control over the
latter can only be accomplished by
paying SNF’s prospectively on a per
episode, per case, or per spell of illness
basis—as opposed to the per diem or
per day approach that has been tradi-
tionally employed in the nursing home
industry.

Faced with prospective per episode
payments, skilled nursing facilities
will be able to economize on the
amount of services provided during
each Medicare covered stay by adjust-
ing the intensity of services provided
during each day of the patient’s stay in
the facility and by making sure that
the Medicare covered stay is no longer
than necessary. Of course, other mech-
anisms outside of the payment system
must be relied upon to control the
number of Medicare covered admis-
sions, but I expect we will be address-
ing these concerns through controls on
coverage decisions, shifts to managed
care, and modifications in eligibility
rules.

These prospective episodic payments
should cover all of the reasonable costs
that skilled nursing facilities incur
when providing Medicare covered serv-
ices, including both operating costs
(both routine and non-routine) and
property costs. The prospective epi-
sodic payments under this system are
intended to cover the entire cost of
services provided during the period of
Medicare part A coverage. This means
that the payments are to cover both
part A and part B services that are pro-
vided to the patients during their
Medicare part A covered stays.

Additionally, the prospective epi-
sodic payments need not be the same
for all patients in all facilities. For ex-
ample, the prospective payments
should be case-mix sensitive so that pa-
tients with varying service needs are
associated with varying levels of pay-
ments. Skilled nursing facilities oper-
ating in different labor markets also
should have their prospective payment
schedules adjusted to account for these
market differences. Finally, special
consideration should be given to the
prospective payments for patients in
skilled nursing facilities with very low
volumes of Medicare activity so as to
preserve the access to SNF services
that these providers afford. This can be
done either by preserving the current
low volume prospective per diem Medi-
care SNF payment system or by ad-
justing the prospective episodic pay-
ment levels for these facilities to rec-
ognize their higher costs of operation.
No payment adjustments should be au-
thorized other than those just de-
scribed.

With this kind of approach to pro-
spective Medicare SNF payment, we
can expect to finally get a handle on
one of the most rapidly expanding sec-
tors of the Medicare Program.

I am extremely appreciative of the
efforts that Senator ROTH and his staff
have made to work with me to address
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concerns I have had about the SNF pro-
visions in the bill.

There is one other SNF issue I wish
to address. The Finance Committee
amendment we considered today dif-
fered somewhat from an earlier draft I
reviewed with respect to section 7037.
In the previous draft, the language
made it clear that the Secretary of
HHS should establish salary equiva-
lency limits based on ‘‘recent and accu-
rate data relevant to the specific types
of therapists and providers, subject to
the salary guidelines.” This language
also specified that the existing guide-
lines for physical therapy and res-
piratory therapy would be updated to
conform to that guidance. As my col-
leagues may be aware, the current
guidelines for physical therapy and res-
piratory therapy are based on 1981 data
and they are outdated.

This language was not included in
the draft of this morning. I am hopeful
that we can work to clarify this sec-
tion during conference to make certain
that the Secretary shall use accurate,
timely, and relevant data in developing
occupational therapy and speech lan-
guage pathology guidelines and to as-
sure that the Secretary will rebase the
existing guidelines for physical therapy
and respiratory therapy based upon
timely, accurate, and relevant data.

CLINICAL LABORATORIES

Another provision about which I have
some concern is the provision on reim-
bursement of clinical labs contained
within this bill. I have no objection to
reducing the level of spending under
this category, and I am very appre-
ciative of the fact that the bill does not
contain the unwise proposal from 1993
to impose a copayment on lab services.

In committee, I had suggested a pro-
vision similar to the Ways and Means
bill which would only freeze updates
for lab payments and include much-
needed administrative simplifications
which could provide efficiency and
cost-effectiveness in the delivery of lab
services, a key regulatory reform goal
of this Congress.

We were not able to work out the
scoring on this proposal, but I am
hopeful the issue of lab reimbursement,
and especially administrative sim-
plification, can be reexamined in con-
ference.

FEDERALLY QUALIFIED HEALTH CENTERS

During Finance consideration of this
bill, the committee adopted without
objection a provision I authored with
Senators CHAFEE and GRASSLEY which
would allocate one percent of Federal
Medicaid spending for the preservation
of what I believe is really the Nation’s
primary care infrastructure—commu-
nity health centers and rural health
clinics. Since the bill rewrites title IX
of the Social Security Act, Medicaid, it
eliminates the cost-based reimburse-
ment they would have received under
Medicaid as Federally-Qualified Health
Centers (FQHCs).

Let me make perfectly clear that I
am extremely sensitive to the concerns
that our Nation’s Governors’ have
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raised about using a Medicaid set-aside
as a funding source for this amend-
ment; I want to work to address these
concerns as the process moves forward.

Under our amendment, one half of
the amount allocated would be used for
payments to community health cen-
ters, and the other half for rural health
clinics. The Secretary of HHS would
determine the methodology for deter-
mining payments to these centers and
would make payments directly to the
centers. Payments made to centers by
the Secretary would be in addition to
any other revenues the centers receive
from Medicaid, either directly from
States or from managed care plans.

Mr. President, over 1000 community
health centers and 2500 rural health
clinics play a unique role in the health
care system. In inner-city areas, com-
munity health centers are often the
only providers of care to Medicaid pa-
tients and the uninsured. In rural
areas, community health centers and
rural health clinics are often the only
providers for the residents of the area,
whether they are on Medicaid or Medi-
care, have private insurance, or are un-
insured.

Community health centers and rural
health clinics serve over 16 percent of
Medicaid patients nationwide. My col-
leagues might be surprised to know
that 36 percent of community health
center patients are on Medicaid; 44 per-
cent are uninsured; 8 percent are on
Medicare; and 12 percent have private
insurance.

For rural health clinics, 27.7 percent
of the patients are on Medicaid; 29.4
percent are on Medicare; 14.4 percent
are uninsured; and 28.5 percent have
private insurance.

The current Medicaid Program recog-
nizes the unique role of these centers,
and provides them with cost-based re-
imbursement, in order to assure that
the payments are sufficient to meet
the health care needs of Medicaid pa-
tients they serve.

Unlike providers with large numbers
of privately insured patients, these
centers do not have reserves or avail-
able capital, and do not have the abil-
ity to cost-shift losses from insuffi-
cient payments under public programs.

Under many current Medicaid man-
aged care programs, these centers have
not received sufficient payments from
managed care plans to meet their costs
of caring from Medicaid patients.

Some of my colleagues may ask why
these centers need special consider-
ation. A major reason is that many
will be forced to close their doors or re-
duce services if their reimbursement is
not maintained.

Centers are committed to serve all in
their communities. Without a suffi-
cient flow of funds to meet the needs of
their Medicaid patients, centers will be
forced to substantially reduce their pa-
tient loads, and many will go out of
business. Other providers will not enter
these underserved communities be-
cause the economic base will not sup-
port them, and the community will be
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left with no remaining health care in-
frastructure.

Another reason is that Medicaid pa-
tients (particularly those seen by cen-
ters) often are more difficult to treat
than the privately insured patient en-
rolled in a managed care plan because
Medicaid health center patients have
more serious health conditions and
poorer overall indicators of health sta-
tus.

In addition to traditional medical
services, centers provide other services
(such as outreach, transportation,
health education, and translation)
which enable Medicaid patients to bet-
ter utilize care and comply with med-
ical direction. These services are not
generally included in a capitated pay-
ment which a health center receives
from a health plan.

There are many benefits which would
result from this legislation.

Since these centers must be located
by law in underserved areas, access to
cost-effective preventive and primary
care services will be assured.

These centers deliver health care
which is one of the best bargains any-
where. For example, the total annual
cost of community health center com-
prehensive primary and preventive care
is, on average, less than $300 per pa-
tient.

I would also like to reassure my col-
leagues that this provision could result
in substantial savings for State Med-
icaid Programs. Several recent studies
have found that Medicaid patients who
regularly use health centers have lower
total annual health care costs than
Medicaid patients who use other pri-
mary care providers, such as HMOs,
hospital outpatient units, or private
physicians. These studies show that
health center patients were 22 percent
to 33 percent less expensive overall and
had between 27 percent to 44 percent
lower inpatient costs and days.

Other providers could also benefit
from this provision. These centers
serve disproportionate numbers of
high-risk patients, and adequately
compensating the health centers for
their care can make risk levels more
reasonable for other providers in com-
munities with more than one provider.

As we prepare to vote on this land-
mark legislation, I want to express my
deep personal appreciation to the Fi-
nance Committee health staff, who
have labored long and hard under the
most difficult circumstances to bring
us a solid piece of legislation. In par-
ticular I want to cite the hard work of
Julie James, Roy Ramthun, Alec
Vachon, Susan Nestor, and Donna Nor-
ton. I would be remiss if I did not also
mention the monumental efforts of
Lindy Paull, Rick Grafmeyer, and last,
but not least, Gioia Bonmartini.

In conclusion, Mr. President, unfor-
tunately, there is no easy nor painless
way to effect reductions in the growth
of Medicare and Medicaid. But it has to
be done.

My message is simple. I wish we lived
in a world in which we had unlimited
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resources so that all—aged, disabled,
poor—could have the services they de-
sire. But such a world does not exist.

We must be fair to our Nation’s dis-
abled, to our seniors, and to the low-in-
come. But we must also be fair to our
children, and their children. In short,
we just have to do the best we can and
this bill is a good start.

———

BALANCED BUDGET
RECONCILIATION ACT

Mr. PRESSLER. Mr. President, I am
pleased to be voting today for the Bal-
anced Budget Reconciliation Act. For
the first time in a generation, the
United States Senate will be voting to
end fiscal irresponsibility. Today, we
have the opportunity to leave the next
generation not mountains of debt, but
the prospect of a stronger economy and
a better standard of living.

Many of us have fought this battle to
end runaway deficit spending for dec-
ades. I have done what I can. I have
kept my votes within a balanced budg-
et. I have cosponsored constitutional
amendments to balance the budget,
and measures to grant the President
line item veto authority. When I as-
sumed the chairmanship of the Com-
mittee on Commerce, Science and
Transportation, I voluntarily reduced
my staff budget by 15 percent. Those of
us who believe in common sense budg-
eting fought tenaciously to reverse
years of liberal excess and largess that
has left the United States a debtor na-
tion. For years, the only things I have
had to show for my efforts to balance
the budget are awards from grassroots,
fiscal watchdog organizations. Today,
with passage of this legislation, I have
my eyes on the ultimate prize: a bal-
anced federal budget. It is about time.

Of course, the people who deserve
most of the credit are the American
people. As they have done in so many
instances throughout our nation’s his-
tory, the American people made the
difference. Last November they said
enough is enough. They sent home
many liberal caretakers of a run-down,
bloated federal government, and sent
to Washington a new corps of members
that share my common sense approach
to government. American families,
working hard to provide for their chil-
dren’s future, knew that the federal
debt stood as an ominous threat to
their efforts and their way of life.

The people of South Dakota long ago
made clear they do not tolerate waste-
ful deficit spending. South Dakotans
believe that the federal government
should live within its means—just like
every family, every farm, and every
business large and small. They are ab-
solutely right.

No single act this Congress can take
could have a more positive impact on
more Americans than a vote to balance
the federal budget. The facts are clear.
A balanced federal budget and a lower
debt free up investment dollars that
have gone toward financing the debt or
making interest payments on the debt.
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In practical terms, a balanced budget
would mean three key things: First, it
would mean lower interest rates by up
to two percent, making loans for new
businesses, a new home or car, or a col-
lege education more affordable; second,
it would mean at least 6.1 million new
jobs; and third, it would mean a higher
standard of living. In fact, a balanced
budget would result in per-family in-
comes rising on average by $1,000 a
year.

With all the clear benefits, it is no
wonder that the American people
strongly favor a balanced budget.
Americans recognize that fiscal irre-
sponsibility has been a stifling barrier
to progress—a barrier that gets larger,
more onerous and more oppressive un-
less we act. Today, we are acting. A
balanced budget is not just a restora-
tion of common sense government. It is
nothing less than economic liberation
for every American family and busi-
ness.

The balanced budget bill we pass
today maintains our commitment to
vital programs, such as student loans
and national security. It also preserves
and improves outdated, costly social
programs that threaten to spiral our
country into bankruptcy. Chief among
them is Medicare.

Medicare reform is critical. I support
Medicare. It provides essential hospital
and health care services to 37 million
Americans, including 113,000 South Da-
kotans. My mother depends on Medi-
care for basic health care.

As all of us know, earlier this year,
we received troubling news from the
trustees in charge of Medicare. They
said that Medicare would be bankrupt
in seven years. Without action by the
year 2002, there would be no money to
pay senior citizens’ hospital bills. Sen-
iors would be stuck for the entire bill
because Medicare would not be around
to help. That must not happen. If we
enact the Medicare reforms contained
in S. 1357, that will not happen.

This bill would save Medicare by
making a number of key reforms.
First, the bill would slow the rate at
which Medicare is spending our tax dol-
lars. At present, Medicare is growing at
an annual rate of 10.4 percent. That is
too fast. It is like forcing a person to
run a marathon at a sprinter’s pace. If
allowed to grow at this pace, Medicare
will burn out and run out of money in
seven years. Like the marathon run-
ner, we need to slow the pace of Medi-
care growth so it can run longer. That
is just what this bill would do. It would
slow Medicare growth to a more man-
ageable 6.4 percent—still twice the rate
of inflation, but at a pace that would
enable Medicare to stay solvent for
years to come.

In terms of dollars and cents, total
Medicare spending would increase from
$178 billion this year to $274 billion by
the year 2002—that is a total of $1.6
trillion invested in Medicare and an in-
crease of b4 percent over seven years.
This growth rate is faster than any
other major government program.
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Spending per South Dakota Medicare
beneficiary would increase as well,
from $4,816 this year to $6,734 in the
year 2002—an increase of $1,918.

This bill would improve Medicare as
well. The Republican Medicare reform
plan rests on three basic principles:
First, every senior would be able to
choose the same fee-for-service Medi-
care plan they have now, with all of
Medicare’s benefits. Second, senior
citizens would continue to be able to
choose their own doctor. Third, seniors
would have a new option—the option to
choose from a variety of health plans,
as do younger Americans and Members
of Congress. Seniors could stay on
Medicare, or opt for a health plan of-
fered by a Health Maintenance Organi-
zation (HMO), a Provider Sponsored
Network (PSN), or even a health plan
sponsored by a pool of physicians.

For the first time, seniors would be
given a greater choice over health care
options. They would have leverage as
health care consumers in a newly com-
petitive health care market. This op-
tion of choice would offer senior citi-
zens more benefits, such as eyeglasses,
prescription drugs and hearing aids, at
a lower cost.

In short, Republicans intend to im-
prove Medicare by preserving its best
elements, and empowering senior citi-
zens, not the government, to choose
the health plan that suits them best.

This legislation also contains much-
needed reforms in the Medicaid pro-
gram. Like Medicare, the Medicaid pro-
gram is growing at an excessive rate
that threatens funding levels for other
vital social programs. The core ele-
ment of Medicaid reform is to slow the
rate of growth in the program, from
10.5 percent to just under 5 percent We
further reform Medicaid by giving the
States greater authority to administer
the program, while maintaining our
traditional commitments to cover
pregnant women and children, as well
as the disabled.

The balanced budget legislation also
maintains our commitment to young
Americans who need financial assist-
ance for college. Much misinformation
has been circulated by the liberals, but
the reality is student financial aid en-
joys wide bipartisan support. This was
made evident just yesterday, when the
Senate overwhelming approved an
amendment I cosponsored to provide an
additional $5 billion for student finan-
cial aid. This amendment would pre-
serve the in-school interest subsidy for
both undergraduate and graduate stu-
dents. It also would prevent any in-
creases in the interest rate on PLUS
loans for parents and it eliminated a
misguided .85 percent fee on student
loan volume on colleges and univer-
sities.

I am very pleased the Senate adopted
this amendment. During the Senate
Labor Committee’s consideration of its
provisions in the balanced budget legis-
lation, I contacted Chairman KASSE-
BAUM to express my opposition to any
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