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UNITED STATES CONGRESSWOMAN

PAT SAIKI
REPORTS FROM WASHINGTON, D.C.
CONGRESS OF THE UNITED STATES, HOUSE OF REPRESENTATIVES 
WASHINGTON, D.C. 20515 —AUGUST 1989

Medicare
SPECIAL 
REPORT

HEALTH 
CARE 1989

Since 1966, when the Medicare system was first intro­
duced, physicians have had to cope with a variety of cost 
saving measures based on CPR (customary, prevailing, and 
reasonable) charges. The growing number of temporary reim­
bursement modifications which range from fee freezes to 
MAACs (maximum allowable actual charges) were a strong 
indication that a major overhaul of Medicare’s physician 
reimbursement system was needed.
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Aloha!
Health care professionals 

like you are often deluged with 
information from various as­
sociations and interest groups. 
I thought, however, that an up­
date on what Congress is
doing which may affect you 
professionally would also be of 
interest.

As all of the following issues 
are still being debated, I would 
welcome your opinions and in­
sights. When the Congress 
returns from the August 
recess, many or all of these is­
sues presented here will re­
quire a vote.
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This year, Dr. William C. Hsiao of Harvard University, 
completed work on a resource based relative value scale 
(RBRVS) system. The study outlines a fee schedule by which 
physicians are reimbursed based on a pre-determined value 
of the service.

The House Ways & Means and the House Energy & Com­
merce Committees have both approved the RBRVS schedule 
in their budget reconciliation bills. The full House of Repre­
sentatives will vote on the budget reconciliation — a bill by 
which Congress meets its spending targets — in the coming 
months.

Space limitations require 
summarized explanations. If 
you would like more informa­
tion or have any specific ques­
tions, please don’t hesitate to 
write.

Sincerely,

Patricia Saiki 
Member of Congress

Expenditure Targets
The Congress has been debating different approaches to 

curb the rising cost of health services under Medicare. 
Under consideration, as part of the total RBRVS plan, is a 
controversial method of restraining Medicare Part B growth 
called expenditure targets (ETs).

ETs would set a limit on annual Medicare Part B growth. 
If actual costs exceed this target the fee schedule updates for 
the following year would be lowered, eliminated, or maybe 
even rolled back to keep growth in line with the predeter­
mined schedule.

There is a very real concern that by restraining Part B in 
this fashion, Congress will be forcing physicians to ration 
health care to Medicare recipients.
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ETs, along with the new resource based 
relative value scale (RBRVS) fee schedule, 
were passed by the Ways & Means Committee 
as part of the budget reconciliation. However, 
the Energy & Commerce Committee, which 
shares jurisdiction with Ways & Means with 
regard to Medicare, omitted ETs from its 
proposal. The House Budget Committee will 
be working out the differences between the 
two plans and may decide to bring ETs to the 
floor of the House for a vote.

Health Care Insurance
Catastrophic Care

As of January 1, 1989, Medicare 
beneficiaries became eligible to receive 
Catastrophic Health Care Insurance. This 
legislation intends to protect senior citizens 
from the devastating cost of acute care includ­
ing hospital, physician, medical and other 
types of services by limiting 
out-of-pocket spending for 
Medicare services. A Medi­
care beneficiary would not 
have to pay more than 
$1,370 for physician services 
and no more than $600 for 
hospital care in 1990.

In order to provide these 
much needed benefits with­
out increasing the budget 
deficit or overburdening the 
elderly poor, a unique fund­
ing mechanism was devised. 
In addition to an increased 
monthly premium of $4 (in­
creasing to $10 in 1993), 
some Medicare recipients 
will be charged a maximum 
supplemental premium of 
up to $800 per year based on 
an individual’s taxable in­
come.

However, there has been 
considerable controversy 
and confusion surrounding 
the supplemental premium 
— or surcharge — required to finance the pro­
gram. In addition, many beneficiaries in the 
highest surcharge bracket, are concerned that 
catastrophic care will duplicate medigap and 
other retirement benefits to which they are en­
titled.

For these reasons, Congresswoman Saiki, 
along with members of the Republican Re­
search Committee, introduced legislation 
(H.R. 2770) to delay the implementation of 
the more questionable portions of catastrophic 
care insurance. This measure would maintain 
all benefits currently installed, including the 
hospital, spousal impoverishment and 
Medicaid buy-in provisions. Everything else 
would be delayed for a period of one year, in­
cluding the very expensive prescription drug 
benefits and the surcharge. In that time, Con­
gress will be able to revisit catastrophic care 
and debate its true value to both medical 
professionals and beneficiaries.

The Ways and Means Committee recently 
approved its own initiative. The Committee 
proposal would shift all hospital and skilled

“Catastrophic 
care insurance 
promises to be 
a very hot topic 
in the Congress 
in the next few 
months. ”

care to Medicare Part A which is covered by 
general payroll taxes, thereby halving the sur­
charge for most beneficiaries. This proposal 
also claims to be optional by allowing in­
dividuals to forego catastrophic insurance 
only if they opt out of physician Medicare 
Part B benefits as well.

Catastrophic care insurance promises to be 
a very hot topic in the Congress in the next 
few months. Whatever happens, physicians, 
nurses, hospitals, beneficiaries, and various 
other medical professionals are likely to feel 
the effect of the final decision.

Section 89
It was determined that executives tended to 

receive stronger employee benefit packages 
(particularly in health insurance) than did 
entry-level workers. In an attempt to 
eliminate this “discriminatory practice,” Sec­
tion 89 of the US Tax Code was passed as part 
of the Tax Reform Act of 1986.

In theory, these new re­
quirements were designed 
to encourage employers to 
provide high quality health 
insurance to all of their 
employees. Unfortunately, 
the effect may be just the op­
posite. Employers may find 
it easier to cut health 
benefits rather than deal 
with the cost of improving 
entry-level insurance or 
even eliminate some 
benefits to avoid compli­
cated compliance regula­
tions.

Congresswoman Saiki 
has cosponsored a bill to 
repeal these regulations 
which came into effect this 
year.

Physician 
Referrals

Representative Pete Stark, Chairman of the 
Ways & Means Subcommittee on Health, 
proposed a limit to physician laboratory “self 
referrals” in the form of H.R. 939, the “Ethics 
in Patient Referrals Act of 1989.”

Under a compromise approved by the Ways 
& Means Committee, physicians who owned 
or had interest in a facility prior to March 1, 
1989, would be permitted to continue patient 
referrals to that entity, as long as they regis­
ter this interest with the Department of 
Health and Human Services (HHS); do not 
add any new physician-owners; and disclose 
to patients their ownership interest in the 
facility. If these guidelines are breached, those 
involved could be fined up to $100,000.

New physician-owned facilities could 
receive Medicare payment if they are in areas 
where services might not otherwise be avail­
able, as well as in cases in which they provide 
services at a lower cost or more conveniently. 
HHS will be responsible for making these 
determinations.


