
University of Hawaii at Manoa Hamilton Library

eVols Repository https://evols.library.manoa.hawaii.edu

Senate: Public Relations: Speeches: Organizations Box PR76

Remarks: Health legislation trends in
the 97th Congress

Senator Spark M. Matsunaga Papers
Senate, Public relations, Speeches, Organizations, Box PR76, Folder 46
https://hdl.handle.net/10524/82732

Items in eVols are protected by copyright, with all rights reserved, unless otherwise indicated.

UHM Library Digital Collections Disclaimer and Copyright Information

https://manoa.hawaii.edu/library/research/scholarly-communication/repositories/policies-guidelines/copyright-policy/


FILE COPY - DO NOT REMOVE

HEALTH LEGISLATION TRENDS IN THE 97TH CONGRESS 
REMARKS OF U. S. SENATOR SPARK MATSUNAGA 

AT A DINNER AT THE HAWAII MEDICAL ASSOCIATION BUILDING 
HONOLULU, HAWAII

Friday, September 3, 1982

Thank you very much, Fred (Gilbert). I very much appreciate 

BEING INVITED TO HAVE DINNER WITH YOU TONIGHT AND TO DISCUSS TRENDS 

IN HEALTH LEGISLATION AT THE FEDERAL LEVEL.

AS YOU NO DOUBT KNOW FROM READING THE NEWSPAPERS AND FROM 

REPORTS PROVIDED BY THE MEDICAL ASSOCIATION, THE ATTENTION OF 

Congress and the Administration has been primarily devoted to the 

FEDERAL BUDGET DURING THE LAST TWO YEARS. WHILE EFFORTS TO CHECK 

INFLATION HAVE BEEN RELATIVELY SUCCESSFUL, AND WHILE THE 

Administration achieved its goal of $45 billion in federal 

SPENDING CUTS IN FISCAL YEAR 1982, THE FEDERAL DEFICIT HAS CLIMBED 

TO UNPRECEDENTED LEVELS. THIS IS DUE IN PART TO OVERLY-OPTIMISTIC 

ECONOMIC PROJECTIONS MADE BY THE NEW ADMINISTRATION IN 1981, AND, 

IN PART, TO CONTINUED HIGH INTEREST RATES AND A DEEPENING RECESSION 

WHICH REDUCED REVENUES FROM TAXES AND REQUIRED INCREASED OUTLAYS

IN RELIEF PROGRAMS SUCH AS UNEMPLOYMENT COMPENSATION.



The increasing cost of health care in America has, of 

COURSE, BEEN A MATTER OF CONCERN TO CONGRESS FOR MORE THAN TWO 

YEARS AND IT WILL COME AS NO SURPRISE TO YOU TO LEARN THAT 

FEDERALLY FUNDED PROGRAMS HAVE BEEN SUBJECTED TO VERY CLOSE 

SCRUTINY AND HAVE TAKEN THEIR SHARE OF FUNDING REDUCTIONS. It 

IS WORTH NOTING, HOWEVER, THAT SOME OF THE ADMINISTRATION'S MORE 

INNOVATIVE AND REVOLUTIONARY PROPOSALS FOR REDUCING THE FEDERAL 

ROLE IN HEALTH CARE HAVE YET TO BE CONSIDERED AND ACTED ON BY 

the Congress. Proposals designed to reduce regulation and 

INCREASE COMPETITION AMONG INSURERS AND PROVIDERS OF HEALTH 

SERVICES, FOR EXAMPLE, WERE THE SUBJECT OF HEARINGS IN THE HOUSE 

Ways and Means Committee last year but have not yet been reported. 

An Administration proposal to phase out the health planning program 

AUTHORIZED UNDER TlTLE XV OF THE PUBLIC HEALTH SERVICE ACT HAS YET 

TO BE ACTED ON BY CONGRESS AND MAY BE REJECTED. In FACT, 

LEGISLATION TO RE-AUTHORIZE THE PROGRAM, ALBEIT AT A SMALLER AND 

LESS COSTLY LEVEL, IS AWAITING CONSIDERATION IN THE HOUSE. FINALLY, 

the Administration's recommendation that 21 categorical health
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PROGRAMS BE CONSOLIDATED INTO THREE BLOCK GRANTS HAS BEEN ONLY

PARTIALLY IMPLEMENTED. THE ESTABLISHMENT OF A (1) MATERNAL AND 

Child Health Block Grant, (2) a Preventive Health and Health 

Services Block Grant, and (3) a Primary Care Block Grant was 

authorized under the provisions of the Budget Reconciliation Act 

of 1981, Public Law 97-35, but, in many cases, the specific 

LEGISLATION TO IMPLEMENT THESE PROPOSALS HAS NOT BEEN PRESENTED 

to Congress.

Instead, Congress has continued its attack on waste and 

FRAUD IN FEDERALLY FUNDED HEALTH PROGRAMS AND HAS SOUGHT TO MAKE 

SUCH PROGRAMS MORE COST EFFECTIVE. The SAME BUDGET RECONCILIATION 

Act of 1981, signed into law last August, included a number of 

SPENDING REDUCTIONS FOR MEDICARE AND MEDICAID, THE GOVERNMENT'S 

TWO HEALTH INSURANCE PROGRAMS. MEDICARE NOW COVERS 26 MILLION 

ELDERLY PEOPLE AND THREE MILLION DISABLED INDIVIDUALS. WlTH 

respect to Medicare, P. L. 97-35, the Budget Reconciliation Act 

of 1981:

(1) Lowered the inpatient routine nursing salary cost
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DIFFERENTIAL FROM 8^ PERCENT TO FIVE PERCENT;

(2) Lowered the reimbursement limits on hospital 

INPATIENT GENERAL ROUTINE OPERATING COSTS FROM 112 PERCENT 

TO 108 PERCENT OF THE MEAN COSTS FOR COMPARABLE HOSPITALS; 

(3) Abolished the exemption for hospitals with occupancy 

RATES ABOVE 80 PERCENT FROM RECEIVING REDUCED PAYMENT FOR 

SERVICES PROVIDED AT A LOWER LEVEL OF CARE IF THERE IS AN 

EXCESS OF BEDS IN THE AREA WHICH COULD BE CONVERTED TO 

LONG-TERM CARE BEDS;

(A) Increased the Medicare Part B deductible to $75;

(5) Required the Secretary of Health and Human Services 

to assess the relative performance of each Professional 

Standards Review Organization (PSRO) and authorized the 

TERMINATION OF UP TO 30 PERCENT OF EXISTING PSROs;

(6) Provided that Medicare would become the secondary 

PAYOR FOR THE FIRST 12 MONTHS AFTER AN INDIVIDUAL HAS BEEN 

DETERMINED TO BE ELIGIBLE FOR MEDICARE END-STAGE RENAL 

DISEASE BENEFITS IF THE INDIVIDUAL HAS PRIVATE HEALTH
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insurance;

(7) Limited payments for outpatient services;

(8) Lowered home health care reimbursement limits; and 

(9) Authorized civil penalties for persons filing 

FRAUDULANT CLAIMS.

With respect to Medicaid, a federally-funded, state-operated 

PROGRAM OF MEDICAL ASSISTANCE FOR LOW INCOME PERSONS, THE 1981 

Budget Reconciliation Act authorized civil penalties for persons 

FILING FRADULENT CLAIMS. In ADDITION, THE ACT INCLUDED REDUCTIONS 

IN FEDERAL MEDICAID MATCHING PAYMENTS TO THE STATES OF THREE 

PERCENT IN FISCAL YEAR 1982, FOUR PERCENT IN FISCAL YEAR 1983, 

AND FIVE PERCENT IN FISCAL YEAR 1984. HOWEVER, IN AUTHORIZING 

THIS SPENDING REDUCTION, CONGRESS ACTED TO PROVIDE INCENTIVES 

FOR THE STATES TO MAKE THEIR MEDICAID PROGRAMS MORE COST-EFFECTIVE. 

The reductions in matching grants could be lowered if a state 

(1) OPERATES A QUALIFIED HOSPITAL COST REVIEW PROGRAM, (2) HAS AN 

UNEMPLOYMENT RATE EXCEEDING 150 PERCENT OF THE NATIONAL AVERAGE, 

AND (3) VIGOROUSLY PURSUES EFFORTS TO RECOVER PAYMENTS MADE ON
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FRAUDULENT CLAIMS. STATES WERE ALSO GIVEN INCREASED FLEXIBILITY 

IN SETTING ELIGIBILITY REQUIREMENTS FOR THE MEDICAID PROGRAM AND 

IN PURCHASING MEDICAL SERVICES FOR THE PROGRAM.

During the second session of the 97th Congress, this year, 

ADDITIONAL SPENDING REDUCTIONS HAVE BEEN MADE IN THE MEDICARE 

and Medicaid programs. The recently passed Reagan Administration 

TAX INCREASE BILL IS FAMOUS PRIMARILY BECAUSE OF THE NEW TAXES 

IT INCLUDED. HOWEVER, THE MEASURE ALSO INCLUDED A PACKAGE OF 

LEGISLATIVE CHANGES DESIGNED TO ACHIEVE A SAVINGS OF $14,448 MILLION 

IN MeDICARE/MeDICAID EXPENDITURES IN FISCAL YEARS 1983, 1984, AND 

1985. The previously enacted limit on Medicare payments to a 

HOSPITAL FOR ROUTINE OPERATING COSTS WAS EXPANDED TO INCLUDE 

ANCILLARY SERVICES SUCH AS LABORATORY WORK OR DRUGS, AND TO 

AVERAGE COST-PER-CASE. In ADDITION, THE TAX BILL

— IMPOSES A SECOND LIMIT WHICH WOULD RESTRICT THE 

OVERALL ANNUAL RATE OF INCREASE IN A HOSPITAL'S 

PAYMENTS FOR OPERATING COSTS, CALCULATED ON A PER 

case basis. Payments would be the same as the 

PREVIOUS year's AMOUNT, INCREASED BY THE SAME
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PERCENTAGE THAT AN INDEX OF HOSPITAL WAGES AND 

PRICES INCREASED, PLUS ONE PERCENT, HOSPITALS WOULD 

BE REWARDED FOR KEEPING COSTS LOW; A HOSPITAL WHOSE 

COSTS ROSE LESS THAN THE AMOUNT CALCULATED BY THIS 

FORMULA COULD KEEP PART OF THE DIFFERENCE.

PERMITS THE SECRETARY OF HEALTH AND HUMAN SERVICES TO 

CALCULATE MEDICARE PAYMENTS UNDER STATE STANDARDS 

INSTEAD OF THE NEW FEDERAL STANDARDS IF THE STATE HAS 

AN APPROVED COST CONTROL PROGRAM.

REQUIRES THE DEPARTMENT OF HEALTH AND HUMAN SERVICES 

TO SUBMIT TO CONGRESS FOR CONSIDERATION A PLAN FOR

PROSPECTIVE" PAYMENTS TO HOSPITALS AND NURSING HOMESi 

Under such a plan, payments to hospitals and nursing 

HOMES WOULD BE A SET AMOUNT EACH YEAR BASED ON THE 

ANTICIPATED COST OF CARING FOR MEDICARE PATIENTS.

Presently, charges are calculated after services are

RENDERED.

REQUIRES THE SECRETARY OF HEALTH AND HUMAN SERVICES
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TO IMPLEMENT EXISTING LAW TO END THE PRIVATE ROOM

SUBSIDY FOR HOSPITALS, CREATE A SINGLE PAYMENT 

LIMIT FOR NURSING FACILITIES AND HOME HEALTH 

SERVICES, AND END DUPLICATE PAYMENTS FOR OUTPATIENT 

SERVICES.

—REQUIRES THE SECRETARY OF HEALTH AND HUMAN

Services to implement existing law on payments to

HOSPITAL BASED DOCTORS. THE LAW RESTRICTS

PAYMENTS MADE UNDER PART B OF MEDICARE TO SERVICES 

PROVIDED DIRECTLY BY DOCTORS AND REQUIRES PART A 

RATES FOR RELATED SERVICES SUCH AS LABORATORY WORK 

NOT PERFORMED DIRECTLY BY DOCTORS.

--BARS PAYMENTS FOR SERVICES CALCULATED ON A 

PERCENTAGE BASIS UNLESS PERCENTAGE PAYMENTS ARE 

CUSTOMARY OR PROVIDE INCENTIVES FOR EFFICIENCY.

"CANCELLED THE FIVE PERCENT DIFFERENTIAL ADDED

TO ROUTINE NURSING COSTS TO COVER HIGHER COSTS

OF CARING FOR THE ELDERLY.
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—BARS REIMBURSEMENT OF HOSPITALS AND SKILLED

NURSING FACILITIES FOR CHARITY CARE PROVIDED TO 

FULFILL THE REQUIREMENTS OF THE HlLL-BuRTON ACT, 

WHICH PROVIDES HOSPITAL CONSTRUCTION FUNDS.

--PROHIBITS REIMBURSEMENTS FOR SURGICAL ASSISTANTS 

IN TEACHING HOSPITALS EXCEPT IN UNUSUAL MEDICAL 

CIRCUMSTANCES, (In TEACHING HOSPITALS, RESIDENTS 

NORMALLY SERVE AS SURGICAL ASSISTANTS FOR 

EDUCATIONAL PURPOSES AND AN ADDITIONAL SURGEON IS 

NOT NECESSARY.)

—REQUIRES HEALTH CARE PROVIDERS TO PAY INTEREST 

on Medicare over-payments when they delay returning 

THESE FUNDS TO THE GOVERNMENT.

—AUTHORIZED PROSPECTIVE PAYMENTS TO PREPAID HEALTH 

plans (Health Maintenance Organizations) that 

enroll Medicare beneficiaries.

--AUTHORIZES PAYMENTS FOR HOSPICE SERVICES FOR 

TERMINALLY ILL PATIENTS.

—AUTHORIZES THE SECRETARY OF HEALTH AND HUMAN
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Services to end a requirement that a patient

MUST BE HOSPITALIZED FOR AT LEAST THREE DAYS IN

ORDER TO QUALIFY FOR MEDICARE COVERAGE OF

TREATMENT IN A SKILLED NURSING FACILITY.

bars Medicare and Medicaid payments for drugs

THAT DO NOT MEET FEDERAL STANDARDS FOR

EFFECTIVENESS.

"STIPULATES THAT PREMIUM RATES FOR MEDICARE

Part B coverage should be set to ensure that

PREMIUMS WOULD COVER 25 PERCENT OF PROGRAM COSTS.

Part B premiums would rise from the current $12.70

to $13.70 on July 1, 1983 and to $15.30 on

July 1, 1984.

The tax bill also provided additional flexibility to states 

IN THE ADMINISTRATION OF MEDICAID PROGRAMS. STATES WOULD BE 

PERMITTED TO REQUIRE MEDICAID BENEFICIARIES TO PAY NOMINAL FEES FOR 

MEDICAL SERVICES (WITH THE EXCEPTION OF CHILDREN AND PREGNANT 

WOMEN AND IN CASES OF MEDICAL EMERGENCIES). In ADDITION, STATES 

WOULD BE PERMITTED TO PLACE LIENS ON THE PROPERTY OF PERMANENTLY
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INSTITUTIONALIZED BENEFICIARIES TO RECOVER THE COSTS OF MEDICAL 

SERVICES IN CERTAIN CASES, THE BILL WOULD ALSO PERMIT STATES TO 

provide Medicare coverage on an outpatient basis for disabled 

CHILDREN WHO NOW MUST BE HOSPITALIZED IN ORDER TO QUALIFY FOR 

COVERAGE.

Finally, the tax bill abolished the existing PSRO program 

AND AUTHORIZED THE SECRETARY OF HEALTH AND HUMAN SERVICES TO 

PROVIDE FOR PEER REVIEW OF MEDICARE AND MEDICAID CLAIMS BY 

CONTRACTING FOR SUCH REVIEWS WITH ORGANIZATIONS COMPOSED LARGELY 

OF PRACTICING PHYSICIANS.

In making these changes in the Medicare and Medicaid programs, 

Congress has kept firmly in mind the fact that the elderly are the 

MOST FREQUENT CONSUMERS OF HEALTH CARE AND THAT THE BENEFICIARIES 

of Medicaid are frequently children and their mothers. We have 

FOUGHT HARD TO PROTECT THESE BENEFICIARIES WHILE STILL PROVIDING 

FOR LEANER AND MORE EFFICIENT PROGRAMS. WHILE I ANTICIPATE THAT 

THERE WILL BE CONTINUED REDUCTIONS IN HEALTH CARE SPENDING DURING 

THE NEXT TWO YEARS, I EXPECT THAT THE FEDERAL GOVERNMENT WILL 

CONTINUE TO PLAY A MAJOR ROLE IN THIS AREA.
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HEALTH LEGISLATION TRENDS IN THE 97TH CONGRESS < 
Remarks of U.S, Senator Spark Matsunaga

At a Dinner at the Hawaii Medical Association 
Building

Honolulu, Hawaii

Friday, September 3, 1982

Thank you very much, Fred (Gilbert), I very much appreciate^ 
BEING INVITED TO HAVE DINNER WITH YOU TONIGHT AND TO DISCUSS TRENDS 

IN HEALTH LEGISLATION AT THE FEDERAL LEVEL.

AS YOU NO DOUBT KNOW FROM READING THE NEWSPAPERS AND FROM REPORTS 

PROVIDED BY THE MEDICAL ASSOCIATION, THE ATTENTION OF CONGRESS AND 

the Administration has been primarily devoted to the federal budget 
DURING THE LAST TWO YEARS. WHILE EFFORTS TO CHECK INFLATION HAVE BEEN 

RELATIVELY SUCCESSFUL, AND WHILE THE ADMINISTRATION ACHIEVED ITS GOAL 

OF $45 BILLION IN FEDERAL SPENDING CUTS IN FISCAL YEAR 1982, THE FEDERAL 

DEFICIT HAS CLIMBED TO UNPRECEDENTED LEVELS. THIS IS DUE IN PART TO 

OVERLY-OPTIMISTIC ECONOMIC PROJECTIONS MADE BY THE NEW ADMINISTRATION 

IN 1981, AND, IN PART, TO CONTINUED HIGH INTEREST RATES AND A DEEPENING 

RECESSION WHICH REDUCED REVENUES FROM TAXES AND REQUIRED INCREASED OUTLAYS 

IN RELIEF PROGRAMS SUCH AS UNEMPLOYMENT COMPENSATION.

The increasing cost of health care in America has, of course, been 
A MATTER OF CONCERN TO CONGRESS FOR MORE THAN TWO YEARS AND IT WILL COME 

TftO^MJ
AS NO SURPRISE TO YOU TO LEARN THAT FEDERALLY FUNDEDaHAVE BEEN SUBJECTED

TO VERY CLOSE SCRUTINY AND HAVE TAKEN THEIR SHARE OF FUNDING REDUCTIONS.
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It is worth noting, however, that some of the Administration's more

INNOVATIVE AND REVOLUTIONARY PROPOSALS FOR REDUCING THE FEDERAL ROLE IN 

HEALTH CARE HAVE YET TO BE CONSIDERED AND ACTED ON BY THE CONGRESS. 

Proposals designed to reduce regulation and increase competition among 
INSURERS AND PROVIDERS OF HEALTH SERVICES, FOR EXAMPLE, WERE THE SUBJECT 

OF HEARINGS IN THE HOUSE WAYS AND MEANS COMMITTEE LAST YEAR BUT HAVE NOT 

YET BEEN REPORTED. An ADMINISTRATION PROPOSAL TO PHASE OUT THE HEALTH 

PLANNING PROGRAM AUTHORIZED UNDER TITLE XV OF THE PUBLIC HEALTH SERVICE 

Act HAS YET TO BE ACTED ON BY CONGRESS AND MAY BE REJECTED. In FACT,

LEGISLATION TO RE-AUTHORIZE THE PROGRAM, ALBEIT AT A SMALLER AND LESS 

COSTLY LEVEL, IS AWAITING CONSIDERATION IN THE HOUSE. FINALLY, THE 

Administration's recommendation that 21_ categorical health programs be 
CONSOLIDATED INTO THREE BLOCK GRANTS HAS BEEN ONLY PARHALLY IMPLEMENTED. 

The establishment of a^Maternal and_Child Health Block Grant,'aJreventive 
Health,and Health Servjces_Block Grant, and a Primary Care Block Grant 
was. authorized under the provieidns of the Budget ReconciliationAcj 
of 1981, Public Law 97^35, mjj/iN many cases, the specific legislation 
TO_JMPLEMENT THESE PROPOSALS HAS _N^T BEEN PRESENTED TO CONGRESS.

Instead, Congress has continued its attack on waste and fraud in 
FEDERALLY FUNDED HEALTH PROGRAMS AND HAS SOUGHT TO MAKE SUCH PROGRAMS MORE 

COST EFFECTIVE. THE SAME BUDGET RECONCILIATION ACT OF 1981, SIGNED INTO 

Ly^AET-^JGUST, INCLUDED A_NUMBER QF_SPEND±NG REDUCTIONS FOR_MeDI CARE^ANJ) 

Medicaid, the government's twq_h_ealth insurance programs. Medicare now 
COVERS 26 MILLION ELDERLY PEOPLE AND THREE MJJJAQN__D.LSABLED INDIVIDUALS. 

Wrm_RESPECT to^Medicare, P. I.JYT^S ẑS 0^9^^^^
Qy-LOWERED THE INPATIENT ROUTINE NURSJNG SALARY COST J) IFFERENTIAL 

FROM 8^ PERCENT TO FIVE PERCENT;
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^-LOWERED THE REIMBURSEMENT LIMITS ON HOSPITAL INPATIENT 

GENERAL ROUTINE OPERATING COSTS FROM 112 PERCENT TO 108 PERCENT

OF THE MEAN COSTS FOR COMPARABLE HOSPITALS;

(^ABOLISHED THE EXEMPTION FOR HOSPITALS WITH OCCUPANCY RATES 

ABOVE 80 PERCENT FROM RECEIVING REDUCED PAYMENT FOR SERVICES 

PROVIDED AT A LOWER LEVEL OF CARE IF THERE IS AN EXCESS OF BEDS 

IN THE AREA WHICH COULD BE CONVERTED TO LONG-TERM CARE BEDS;

(^INCREASED THE MEDICARE PART B DEDUCTIBLE TO $75;

(^Required the Secretary of Health and Human Services to 
ASSESS THE RELATIVE PERFORMANCE OF EACH PROFESSIONAL STANDARDS 

Review Organization (PSRO) and authorized the termin at i o n_ ofjjp 
to 3ILEERCENJLOF existing ^PSROs;
(^Provided that Medicare would become the secondary payor, for the 
FIRST 12 MONTHS AFTER AN INDIVIDUAL HAS BEEN DETERMINED TO BE 

ELIGIBLE FOR MEDICARE END"STAGE RENAL DISEASE BENEFITS IF THE 

INDIVIDUAL HAS PRIVATE HEALTH INSURANCE;

^Limited payments for outpatient services;
(^LOWERED HOME HEALTH CARE REIMBURSEMENT LIMITS; AND

(^AUTHORIZED CIVIL PENALTIES FOR PERSONS FILING FRAUDULANT CLAIMS, 

With respect to_Medicaid, a federally-funded, state-operated program 
OF MEDICAL ASSISTANCE FOR LOW INCOME PERSONS, THE 1981 BUDGET RECONCILIATION 

Act authorized civil penalties for persons filing fradulent claims, In 
ADDITION, THE ACT INCLUDED REDUCTIONS IN FEDERAL MEDICAID MATCHING PAYMENTS 

TO THE STATES OF THREE PERCENT IN FISCAL YEAR 1982, FOUR PERCENT IN 

FISCAL YEAR 1983, AND FIVE PERCENT IN FISCAL YEAR 1984, HOWEVER, IN 

AUTHORIZING THIS SPENDING REDUCTION, CONGRESS ACTED TO PROVIDE INCENTIVES 

FOR THE STATES TO MAKE THEIR MEDICAID PROGRAMS MORE COST-EFFECTIVE, THE
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REDUCTIONS IN MATCHING GRANTS COULD BE LOWERED IF A STATE (1)

OPERATES A QUALIFIED HOSPITAL COST REVIEW PROGRAM, (2) HAS AN UNEMPLOYMENT 

RATE EXCEEDING 150 PERCENT OF THE NATIONAL AVERAGE, AND (3) VIGOROUSLY 

PURSUES EFFORTS TO RECOVER PAYMENTS MADE ON FRAUDULENT CLAIMS, STATES 

WERE ALSO GIVEN INCREASED FLEXIBILITY IN SETTING ELIGIBILITY REQUIREMENTS 

for the Medicaid program and in purchasing medical services for the

PROGRAM,

During the second session of the 97th Congress, this year, additional 
SPENDING REDUCTIONS HAVE BEEN MADE IN THE MEDICARE AND MEDICAID PROGRAMS. 

The RECENTLY PASSED REAGAN ADMINISTRATION TAX INCREASE BILL IS FAMOUS 
PRIMARILY BE^yA^SE OF THE NEW TAXES IT INCLUDED. HOWEVER, THE MEASURE 

ALSO INCLUDED A PACKAGE OF LEGISLATIVE CHANGES DESIGNED TO ACHIEVE A 

SAVINGS OF $14,448 MILLION IN MeDICARE/MeDICAID EXPENDITURES IN FISCAL 

years 19^3, 1984, and 1985. The previously enacted limit on Medicare 
PAYMENTS TO A HOSPITAL FOR ROUTINE OPERATING COSTS WAS EXPANDED TO

INCLUDE ANCILLARY SERVICES SUCH AS LABORATORY WORK OR DRUGS, AND TO AVERAGE 

COSTS-PER-CASE. In ADDITION, THE TAX BILL

--IMPOSES A SECOND LIMIT WHICH WOULD RESTRICT THE OVERALL 

ANNUAL RATE OF INCREASE IN A HOSPITAL'S PAYMENTS FOR OPERATING 

COSTS, CALCULATED ON A PER CASE BASIS. PAYMENTS WOULD BE THE SAME 

AS THE PREVIOUS YEAR'S AMOUNT, INCREASED BY THE SAME PERCENTAGE 

THAT AN INDEX OF HOSPITAL WAGES AND PRICES INCREASED, PLUS ONE PERCENT. 

Hospitals would be rewarded for keeping costs low; a hospital whose 
COSTS rose less than the amount calculated by this formula could keep 
PART OF THE DIFFERENCE.

--PERMITS THE SECRETARY OF HEALTH AND HUMAN SERVICES TO CALCULATE 

Medicare payments under state standards instead of the new federal 
STANDARDS IF THE STATE HAS AN APPROVED COST CONTROL PROGRAM.
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--Requires the Department of Health and Human Services to 
submit to Congress for consideration a plan for "prospective" 
PAYMENTS TO HOSPITALS AND NURSING HOMES, UNDER SUCH A PLAN, 

PAYMENTS TO HOSPITALS AND NURSING HOMES WOULD BE A SET AMOUNT 

EACH YEAR BASED ON THE ANTICIPATED COST OF CARING FOR MEDICARE 

patients. Presently, charges are calculated after services are 
RENDERED.

—Requires the Secretary of Health and Human Services to implement 
EXISTING LAW TO END THE PRIVATE ROOM SUBSIDY FOR HOSPITALS, CREATE 

A SINGLE PAYMENT LIMIT FOR NURSING FACILITIES AND HOME HEALTH 

SERVICES, AND END DUPLICATE PAYMENTS FOR OUTPATIENT SERVICES.

--Requires the Secretary of Health and Human Services to implement 
EXISTING LAW ON PAYMENTS TO HOSPITAL BASED DOCTORS. THE LAW RESTRICTS 

PAYMENTS MADE UNDER PART B OF MEDICARE TO SERVICES PROVIDED DIRECTLY 

BY DOCTORS AND REQUIRES PART A RATES FOR RELATED SERVICES SUCH AS 

LABORATORY WORK NOT PERFORMED DIRECTLY BY DOCTORS.

--Bars payments for services calculated on a percentage basis 
UNLESS PERCENTAGE PAYMENTS ARE CUSTOMARY OR PROVIDE INCENTIVES FOR 

EFFICIENCY.

—CANCELLED THE FIVE PERCENT DIFFERENTIAL ADDED TO ROUTINE NURSING 

COSTS TO COVER HIGHER COSTS OF CARING FOR THE ELDERLY, 

--Bars reimbursement of hospitals and skilled nursing facilities 
FOR CHARITY CARE PROVIDED TO FULFILL THE REQUIREMENTS OF THE HlLL~ 

Burton Act, which provides hospital construction funds, 
--Prohibits reimbursements for surgical assistants in teaching 
HOSPITALS EXCEPT IN UNUSUAL MEDICAL CIRCUMSTANCES. (In TEACHING 

hospitals, Residents normally serve as surgical assistants for 
EDUCATIONAL PURPOSES AND AN ADDITIONAL SURGEON IS NOT NECESSARY.)



--Requires health care providers to pay interest on Medicare over­
payments WHEN THEY DELAY RETURNING THESE FUNDS TO THE GOVERNMENT, 

—Authorized prospective payments to prepaid health plans (Health 
Maintenance Organizations) that enroll Medicare beneficiaries, 
--Authorizes payments for hospice services for terminally ill 
PATIENTS.

--Authorizes the Secretary of Health and Human Services to end 
A REQUIREMENT THAT A PATIENT MUST BE HOSPITALIZED FOR AT LEAST 

THREE DAYS IN ORDER TO QUALIFY FOR MEDICARE COVERAGE OF TREATMENT 

IN A SKILLED NURSING FACILITY,

—Bars Medicare and Medicaid payments for drugs that do not

MEET FEDERAL STANDARDS FOR EFFECTIVENESS, 

—Stipulates that premium rates for Medicare Part B coverage should 
BE SET TO ENSURE THAT PREMIUMS WOULD COVER 25 PERCENT OF PROGRAM COSTS. 

Part B premiums would rise from the current $12.70 to $13.70 on 
July 1, 1983 and to $15.30 on July 1, 1984.

The tax bill also provided additional flexibility to states 
IN THE ADMINISTRATION OF MEDICAID PROGRAMS. STATES WOULD BE PERMITTED 

TO REQUIRE MEDICAID BENEFICIARIES TO PAY NOMINAL FEES FOR MEDICAL SERVICES 

(WITH THE EXCEPTION OF CHILDREN AND PREGNANT WOMEN AND IN CASES OF MEDICAL 

emergencies). In addition, states would be permitted to place liens on 
THE PROPERTY OF PERMANENTLY INSTITUTIONALIZED BENEFICIARIES TO RECOVER THE 

COSTS OF MEDICAL SERVICES IN CERTAIN CASES. THE BILL WOULD ALSO PERMIT 

STATES TO PROVIDE MED I CARE_COYEBAGE ON AX/OUTPATI ENT BASIS FOR DISABLED 

CHILDREN WHO NOW MUST BE HOSPITALIZED IN ORDER TO QUALIFY JOR COVERAGE.

Finally, the tax bill abolished the existing Professional 
Standards Review Organization CPSRO) program and authorized the Secretly 
of Health and Human Services to provide for peer review of Medicare and
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Medicaid claims by cqntracting_for such reviews^with organizations

COMPOSED_LARGELY, OF PRACTICING PHYS ICI ANS.

In making these changes in the Medicare and Medicaid programs, 
CONGRESS_HAS KEPT-ELRMLY IN MIND THE^_FACT_THAT THE ELDERLY ARE THE MOST 

FREQUENTED CONSUMERS OF HEALTH CARE AND THAT THE BENEFICIARIES OF MEDICAID 

ARE FREQUENTLY CHILDREN AND THEIR MOTHERS. We HAVE FOUGHT HARD TO PROTECT 

THESE BENEFICIARIES WHILE STILL PROVIDING FOR LEANER AND MORE EFFICIENT 

programs. While I anticipate that there will be continued reductions 
IN HEALTH CARE SPENDING DURING THE NEXT TWO YEARS, I EXPECT THAT THE 

FEDERAL GOVERNMENT WILL CONTINUE TO PLAY A MAJOR ROLE IN THIS AREA.




