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REMARKS OF SENATOR BOB DOLE 1. 1 

) FEDERATION OF AMERICAN HOSPITALS ·r~ ' 

LAS VEGAS, NEVADA ~ , 
' ( ' SATURDAY .. MARCH 13, 1982 ( ~ 

13~ b 1 
AM PLEASED TO HAVE BEEN INVITED TO PARTICIPATE IN THIS~_:) ~ 

IMPORTANT INDUSTRY MEETING, AND TO HAVE THE OPPORTUNITY TO SHARE 
WITH YOU MY THOUGHTS ON THE CURRENT STATE OF THE ECONOMY, AND MY 
CONCERN WITH RESPECT TO THE HEALTH CARE INDUSTRY. 

AS I AM SURE ALL OF YOU ARE AWARE, OUR CURRENT FISCAL 
CRISIS, WHICH IS, I ASSURE YOU . A REAL, NOT A FICTITIOUS, CRISIS, 
IS FORCING US TO EXAMINE VERY CAREFULLY WHAT HEALTH SERVICES WE 
PAY FOR, AND HOW WE PAY FOR THEM . THE PROBLEM BECOMES EVEN MORE 
EVIDENT WHEN WE LOOK DOWN THE ROAD TO A NATION WITH A GROWING 
POPULATION OF ELDERLY CITIZENS AND A MEDICARE TRUST FUND WHICH IS 
SURE TO GO BROKE WITHIN A SHORT PERIOD OF TIME IF WE DON'T TAKE 
APPROPRIATE ACTION. IN FACT, THE ENTIRETY OF THE SOCIAL SECURITY 
SYSTEM IS IN REAL TROUBLE . 

SOCIAL SECURITY 

BY AN Y REASONABLE SYSTEM OF ACCOUNTING, SOCIAL SECURITY 
IS FACED WITH IMPENDING BANKRUPTCY -- SIMPLY PUT, THE INABILITY 
TO MAKE BENEFIT PAYMENTS ON TIME. THERE ARE, OF COURSE, SOME 
POLITICIANS, SEIZING ON SOCIAL SECURITY AS A POTENTIALLY 
EXPLOSIVE CAMPAIGN ISSUE, WHO ARE NOT CONVINCED. BUT THE FACTS 
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SPEAK FOR THEMSELVES AND THERE IS WIDESPREAD AGREEMENT THAT THE 
SOLVENCY OF THE SYSTEM IS IN JEOPARDY. 

THE SOCIAL SECURITY BOARD OF TRUSTEES, THE CONGRESSIONAL 
BUDGET OFFICE, AND A WIDE VARIETY OF PRIVATE ACTUARIES AND 
ECONOMISTS ALL REPORT THE SAME BLEAK OUTLOOK . IJNDER ANY MAJOR 
S ~~~IC PR 0 J EC TI 0 NS, THE 0 AS I TR lJ ST FUND -- THE 0 NE THAT 
PAYS 75% OF ALL BENEFITS -- WOULD , IN THE ABSENCE OF INTERFUND 

~ 

BORROWING, BE INSOLVENT WITHIN THE NEXT TWO YEARS. HAVING PAID 
OUT MORE THAN IT TOOK IN OVER THE LAST 7 YEARS, THE FUND IS 
EXPECTED TO HAVE A DEFICIT ON THE ORDER OF $60 BILLION IN THE 
NEXT 5 YEARS ALONE . INTERFUND BORROWING, WHICH IS AUTHORIZED 
THROUGH 1982 UNDER RECENTLY ENACTED LEGISLATION , WILL CERTAINLY 
IMPROVE THE IMMEDIATE SITUATION. IT DOES NOT, HOWEVER, DEAL WITH 
THE FUNDAMENTAL PROBLEM -- THE SYSTEM'S INCOME IS NOT LIKELY TO 
MEET BENEFIT COSTS THROUGHOUT THE DECADE . 

RESPONSIBLE AMERICANS EVERYWHERE KNOW THE SERIOUSNESS OF 
THE SITUATION AND THE NEED TO TAKE STEPS NOW TO SHORE UP THE 
SYSTEM. RESPONSIBLE MEMBERS OF CONGRESS ALSO RECOGNIZE THE NEED 
FOR ACTION BEFORE THE SHORT-TERM CRISIS GIVES WAY TO THE EQUALLY 
ACUTE LONG-TERM CRISIS. 

UNFORTUNATELY, AS WE HAVE SEEN, THE USE OF SOCIAL ' 
SECURITY AS A POLITICAL FOOTBALL MADE RESPONSIBLE, EFFECTIVE 
REFORM IMPOSSIBLE LAST YEAR. 
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THE APPOINTMENT BY THE PRESIDENT AND THE LEADER OF THE 
HOUSE AND SENATE OF A BIPARTISAN NATIONAL COMMISSION ON SOCIAL 
SECURITY WI LL HOPEFULLY LEAD TO A FRESH EX Ar I NAT I ON OF REFORM 
PROPOSALS WHICH WI LL NOT CENTER ON THE FAVORITE ANSWER TO SOCIAL 
SECURITY FINANCING PROBLEMS IN THE PAST -- PAYROLL TAX INCREASES· 
THE NATIONAL COMMISSSION IS SCHEDULED TO ISSUE ITS REPORT AND 
RECOMMENDATIOS BY DECEMBER 31, 1982 . 

~AS A MEMBER OF THE COMMISSION, I LOOK FORWARD TO WORKING 
ON THE TOUGH ISSUES WITH A DIVERSE GROUP REPRESENTING BUSINESS, 
LABOR AND THE LEGISLATIVE BRAN~ GIVEN THE HIGHLY CHARGED 
POLITICAL ATMOSPHERE SURROUNDING SOCIAL SECURITY LAST YEAR, I 
CERTAINLY HOPE THE COMMISSION WILL PROVIDE A NEW FORUM FOR '°'1 
CONSTRUCT I VE DI SC USS ION OF REALI ST IC REFORMS. '() ~~ ~ 

t- .9..,.__._,_ THE ECONOMY -- WHERE WE ST AND NOW ', ~ ~ ~ 
~ ~ '\ 

ESIDENT ' S POLICIES HAVE JUST BEGUN TO TAKE HOLD, 
AND WE HAVE MADE RAMATIC PROGRESS ON INFLATION·, WHICH DROPPED TO 
8-9 PERCENT IN 1981 . THAT IS THE LOWEST SINCE 1977. HE MUST 
STAY ON THE COURSE . RETURNING TO STABILITY AND PROSPERITY WILL 
TAKE TIME . HIGH-TAX, HIGH-SPENDING POLICIES GOT US WHERE WE ARE 
- THERE IS NO HOPE IF WE RETURN TO THAT ROUTE. HIGH INTEREST 
RATES IN PART REFLECT MARKET SKEPTICISM IN VIEW OF PAST POLICY 
FLIP-FLOPS. NEVERTHELESS, INTEREST RATES HAVE SHOWN A 
SIGNIFICANT DOWNWARD TREND THAT MUST BE SUSTAINED: 16% IS A 
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WHOLE LOT BETTER THAN 21%. WE HAVE TO SHOW THE FINANCIAL 
COMMUNITY A CONSISTENT, STEADY COURSE, KEEP SPENDING llNDER 
CONTROL) AND KEEP IN PLACE THE TAX CHANGES THAT ENCOURAGE GREATER 
SAVINGS, WORK, AND INVESTMENT. 

ECONOMIC DOWNTURN 

THE RESUMPTION OF MONETARY RESTRAlNT) FOLLOWING A TOO-
LATE ATTEMPT BY THE CARTER ADMINISTRATION TO GIN UP THE ECONOMY, 
HAS COMBINED WITH LONG-TERM PROBLEMS IN AUTOS, HOUSING) AND OTHER 
SECTORS TO INDUCE RECESSION. THERE IS SOUND REASON TO EXPECT A 
DECISIVE UPTURN THIS YEAR. 

NO ONE DELIBERATELY INDUCES RECESSION. BUT MAJOR SHIFTS 
IN POLICY CAN BRING UNSTEADINESS IN THE ECONOMY AS WE MAKE THE 
TRANSITION. THE ONLY ALTERNATIVE IS THE INFLATION ROLLER-COAST~ f? 

ACCOMPANIED BY STAGNATION. J 

THE PRESIDENT'S PROGRAM SHOULD LEAVE THE ECONOMY WELL 
POISED FOR RECOVERY AND STABLE GROWTH. FOR ONCE CHANGES IM TAX 
AND FISCAL POLICY WILL BE TIMED TO AID GROWTH WHILE INFLATION IS 
BEING WRUNG OUT OF THE ECONOMY. WE CAN IMPROVE OUR CHANCES BY 
ACTING PROMPTLY TO MODERATE PROJECTED DEFICITS. 
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A GROWING ECONOMY 

BY 1985 THE ADMINISTRATION EXPECTS THE ECONOMY TO GROW rJ 
FROM $2-8 TRILLION TO $4-5 TRILLION. SUCH GROWTH MEANS A BETTERY 
ABILITY TO FINANCE OUR DEFENSE NEEDS AND CRITICAL SOCIAL 
PROGRAMS, WITHOUT TAXING THE LIFE OUT OF THE ECONOMY. 

IF WE HAVE SLOWER GROWTH, THEN WE HAVE TO REEXAMINE OUR 
OPTIONS. CBO AND THE ADMINISTRATION ARE IN BASIC AGREEMENT ON 
ECONOMIC TRENDS: ~S IS THE TIME TO STRIKE A PRUDENT, BUT 
OPTIMISTIC, BALANCE. BUT CLEARLY $100 RILLION DEFICITS ARE 
UNACCEPTABLE, ECONOMICALLY OR POLITICALLY· 

THE 1983 BUDGET 

THE PRESIDENT HAS RECOMMENDED SPENDING CUTS AND 
MANAGEMENT CHANGES SAVING OVER $&0 BILLION IN FISCAL YEAR 1983. 
EVEN THOSE WHO PREFER A DIFFERENT MIX OF CUTS MUST AGREE THAT THE 
OVERALL LEVEL OF SPENDING CUTS IS THE MINIM1Jr1 WE SHOULD DO, HJ 
FACE OF TRIPLE-DIGIT DEFICITS. CONGRESS MUST COOPERATE, BUT WE 
BELIEVE NO AREA IS EXEMPT FROM CUTS, EVEN DEFENSE: WHILE I AGREE -THAT DEFENSE SHOULDN'T BE A SCAPE GOAT, ABSORBING ALL THE CUTS; 
N E I THE R S H 0 UL D IT BE A ~bi, ABS 0 RB I N G ALL THE S PEN D I N G . 

IT IS CLEAR WE WILL HAVE TO RAISE SOME REVENUES, AS THE 
PRESIDENT ACKNOWLEDGED BY RECOMMENDING $32 BILLION IN LOOPHOLE-
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CLOSINGS AND ADMINISTRATIVE TIGHTENING OVER 2 YEARS· WE SHOULD 
RAISE REVENUES ONLY FOR THE GOAL OF OFFSETTING THE DEFICIT. IT 
IS N.01 AN EXCUSE FOR AVOIDING SPENDING CUTS: WE HAVE FOUND THAT 
HIGHER TAXES DO H.Ql BALANCE THE BUDGET SO LONG AS CONGRESS IS 
ALWAYS INCLINED TO SPEND MORE . 

n~ 
c7'~E PRDl~EO DEFICITS--$98.6 IN 1982, $91.S f\IN 1983, 

$82·9. IN 1984--A,TOO HIGH. BUT IF WE DO NOTHING, THE FIGURES 
WILL BE ~WRSE . IN ADDITION, THE NUMBERS DO SHOW A STEADY 
DOWNWARD TREND IN THE DEFICIT AS THE ECONOMY EXPANDS· THAT IS 
THE GOAL WE HAVE TO ACHIEVE. REMEMBER, THE STEADY DECLINE IN 
INFLATION IS ONE OF THE MAJOR REASONS WHY THE DEFICITS ARE 
LARGER- INFLATION IS EXPECTED TO DROP TO THE 4% RANGE BY 19R4. 

FUTURE AGENDA FOR TAX AND FISCAL POLICY 

REVENUES 

THE THRUST OF FUTURE TAX LEGISLATION WILL BE TO 
ELIMINATE ABUSES AND OBSOLETE INCENTIVES AND IMPROVE TAX 
ADMINISTRATION ANO COLLECTION - THE 1981 TAX ACT SHOWED THIS 
TREND, WITH THE CLOSING OF THE COMMODITY STRADDLE LOOPHOLE· 

THE ADMINISTRATION PROPOSES RAISING $32 BILLION OVER 2 
YEARS BY TIGHTENING IN THESE AREAS, AND BY NEW ENFORCEMENT 

This document is from the collections at the Dole Archives, University of Kansas 
http://dolearchives.ku.edu

Page 6 of 15



7 

DEVICES. DEPENDING ON THE SIZE OF SPENDING CUTS WE CAN AGREE TO, 
CONGRESS MAY WANT TO INCREASE THE NUMBER OF TAX PROPOSALS 
CONSIDERED. I FOR ONE AM VERY INTERESTED IN ADDRESSING WHAT IS 
KNOW AS THE UNDERGROUND ECONOMY. 

THE IRS ESTIMATES THAT $70 TO $80 BILLION IS LOST \ 
ANNUALL y THROUGH NONCOMPLIANCE w I TH THE FEDERAL INCOME TAX LAWS. } G ' 

THE PROPOSAL I INTRODUCED TO ADDRESS THIS ISSUE FALLS ~-~~ 
INTO FOUR PRINCIPAL CATEGORIES· ~ ~ 

~-FIRST ARE MEASURES WHICH IMPROVE THE OPERATION OF OUR 
INFORMATION REPORTING SYSTEM· SECOND~ THE BILL PROVIDES A NEW 
SYSTEM OF PENALTIES WHEN TAXPAYERS REFUSE TO COMPLY WITH THE 
INFORMATION REPORTING SYSTEM OR THE GENERAL TAX LAWS. THIRD ARE 
PROPOSALS TO INCREASE THE LEVEL OF IRS RESOllRCES TO ENABLE THE 
IRS TO DO THE JOB WE EXPECT OF IT. FOURTH, A PROGRESSIVE 
VOLUNTARY WITHHOLDING SYSTEM IS APPLIED TO PENSIONS. 

I BELIEVE THE BILL REPRESENTS A DRAMATIC DEPARTURE FROM 
PRIOR STRATEGIES TO DEAL WITH THE RAPIDLY GROWING COMPLIANCE GAP. 
WITHOUT IMPOSING BROAD BASED WITHHOLDING AND WITHOUT A MASSIVE 
INCREASE IN AUDIT COVERAGE, THE BILL WILL SUBSTANTIALLY INCREASE 
COMPLIANCE WITH THE FEDERAL TAX LAWS. THE BILL OFFERS A BALANCED 
PACKAGE, WEIGHING TAXPAYERS' INTEREST IN A LIMITED PAPERWORK 
BURDEN AND IN PRIVACY WITH THE CLEAR NEED TO COLLECT REVENUES. 
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OUR EFFORTS TO NARROW THE PROJECTED BUDGET DEFICITS AND MAINTAIN 
CONFIDENCE IN THE INTEGRITY AND THE EQUITY OF OUR FEDERAL TAX 
LAWS SHOULD INSURE THAT THESE PROPOSALS RECEIVE ATTENTION . 

ENTITLEMENTS AND SOC!Al PROGRAMS 

REFORM OF BASIC ENTITLEMENTS PROGRAMS WILL BE NECESSARY 
TO HOLD BUDGET IN LINE. BETWEEN 1970 AND 1981, ENTITLEMENTS 
OTHER THAN SOCIAL SECURITY ROSE~-

A QUARTER CENTURY AGO, ENTITLEMENTS FORMED 22% OF THE 
FEDERAL BUDGET . TODAY, THEY'RE 48%. ONE DEPARTMENT ALONE, ONE 
ALL OF Y, U ARE VERY FAMILIAR WITH, HEALTH AND HUMAN SERVICES, 
SPENDS MORE MONEY THAN EVERY COUNTRY IN THE WORLD, SAVE THE u.s. 
ITSELF AND THE SOVIET UNION. 95% OF HHS'S ~284 BILLION BUDGET IS 
ENTITLEMENTS . ''3.J 

-
(~ ' IT IS SAFE TO SAY THAT FEDERAL HEALTH PROGRAMS - WHICH ) 

MAKE UP ABOUT ONE SEVENTH OF ALL NONMILITARY SPENDING - WILL 
CONTINUE TO BE A HIGHLY VISIBLE TARGET FOR REDUCTIONS. TO BE 
PERFECTLY FRANK, SKEPTICISM IS IN ABUNDANT SUPPLY ON CAPITOL HILL 
AS TO WHETHER OR NOT THE HEALTH CARE INDUSTRY ITSELF CAN REALLY /; 
MODERATE ITS COSTS . CERTAINLY THE VOLUNTARY EFFORT FOR ~ 

CONTAINMENT HAS FAILED TO LIVE UP TO ITS PROMISE. 
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L FOR ONE, FIRMLY BELIEVED THAT YOUR INDUSTRY WOULD 
PROVE THAT THE GOVERNMENT DOES NOT NEED TO REGULATE ALL MARKETS 
TO ASSURE REASONABLE AND RESPONSIBLE PRICES. I BELIEVED THE 
INITIATION OF THE VOLUNTARY EFFORT WAS NOT SOLELY IN RESPONSE TO 
THE CARTER COST CONTAINMENT PROPOSAL, BUT SHOWED HONEST CONCERN 
FROM THE INDUSTRY, AND AN ACKNOWLEDGEMNT THAT YOU WERE ALSO 
RESPONSIBLE IN PART FOR FINDING A SOLUTION TO THE PROBLEM OF 
RISING COSTS THAT FACED US. 

HOWEVER AS WE ALL KNOW, HEALTH CARE EXPENDITURES IN 1980 
ACCELERATED AT A TIME WHEN THE ECONOMY AS A WHOLE EXHIBITED 
SLUGGISH GROWTH. THE 9.4% SHARE OF THE GNP TAKEN UP BY HEALTH 
CARE EXPENDITURES WAS A DRAMATIC INCREASE FROM THE g.9 PERCENT 
SHARE IN 1979. 

HEALTH CARE EXPENDITURES AMOUNTED TO $1,067 PER PERSON 
IN 1980, MAKING THE NATIONS HEALTH BILL A WHOPPING $247-2 
BILLION. HOSPITAL CARE ACCOUNTED FOR 40.3 PERCENT OF THIS 
SPENDING. IN 1981 HOSPITAL COSTS ROSE ABOUT 19 PERCENT. 

ON TUESDAY OF TH IS PAST WEEK, SECRET ARY SCH WE 1 KER ) \}.. J 
TlSTIFIED BEFORE THE SENATE FINANCE COMMITTEE ON BUDGET CUTS ~~ 
AFFECTING HHS. WHILE THERE WAS SOME DISAGREEMENT OVER THE , ~ 
SPECIFICS, AND THE DESIGN OF SOME OF THE CUTS, THERE APPEARED TO 0 
BE TREMENDOUS SUPPORT FOR REDUCTIONS, OR AT LEAST A SLOWING, IN 
THE RATE OF GROWTH OF HEALTH CARE COSTS -- ESPECIALLY HOSPITAL 

This document is from the collections at the Dole Archives, University of Kansas 
http://dolearchives.ku.edu

Page 9 of 15



10 

COSTS. YOU MAY THINK 1981 WAS A TOUGH ONE FOR HEALTH PROGRAMS, 
BUT 1982 LOOMS AS A PERIOD OF EVEN TOUGHER REDUCTIONS. 

MEDICARE'S MOST RECENT PROJECTIONS ANTICIPATE 1982 
EXPENDITURES WILL REACH ALMOST $50 BILLION. MEDICAID WILL COST 
THE FEDERAL GOVERNMENT CLOSE TO $19·9 BILLION. I JUST DON'T SEE 
THIS ADMINISTRATION, NOR THE CONGRESS FOR THAT MATTER, STANDING 
BY WHILE COSTS INCREASE AT NEARLY DOUBLE THE GENERAL RATE OF 
INFLATION. THERE IS GOING TO BE A DAY OF RECKONING UNLESS THERE 
IS SOME RELIEF IN THIS AREA -- THE PUBLIC WILL DEMAND IT· 

THE COMPETITION PROPOSALS, WHEN WE FINALLY RECEIVE THEM, 
MAY INDEED LEAD US TOWARD LONG-TERM REFORM IN OUR FINANCING 
SYSTEM. AND WHILE ALL OF US SUPPORT COMPETITION IN CONCEPT --
AND MAY WELL SUPPORT MANY OF THE SPECIFIC PROPOSALS PUT FORTH BY 
THE ADMINISTRATION AND BY MY COLLEAGUES LIKE SENATOR DURENBERGER 
-- NONE OF US BELIEVES THESE PROPOSALS WILL PROVIDE llS IMMEDIATE 
SAVINGS. AND IT IS IMMEDIATE SAVINGS, IN ADDITION TO LONG-TERM 
REFORM, THAT WE NEED. 

DURING THIS PAST WEEK'S HEARINGS, I HEARD FOR THE FIRST 
TIME IN A LONG TIME MEMBERS TALKING ABOllT PLACING CAPS ON THE 
MEDICARE PROGRAM -- PARTICULARLY ON THE HOSPITAL SIDE· SUCH 
PROPOSALS HAVE BEEN RAISED AGAIN, I BELIEVE, BECAUSE OF THE 
FRUSTRATION WE ARE ALL FEELING. 
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I, LIKE YOU, BELIEVE THE TIME IS LONG OVERDUE FOR SOME 
MAJOR REFORM IN THE METHOD OF REIMBURSEMENT FOR HOSPITALS. 
MEDICARE SHOULD BE BOTH A FAIR AND EFFICIENT PURCHASER OF 
SERVICES . SIMPLISTIC, ACROSS-THE-BOARD CUTS MAY PROVIDE SHORT-
TERM SAVINGS, BUT WE DESPERATELY NEED LONG-TERM SOLUTIONS. 

THE GOOD S IS THAT THE GOVERN~NT HAS FINALLY 
RECOGNIZED THE PROB EM; THE BAD NEWS IS ~ WE ARE GOING TO TRY 
TO DO SOMETHING ABO IT. 

PROSPECTIVE REIMBURSFMENT 

AGREE THAT WE SHOULD MOVE AHEAD ON THE DEVELOPMENT OF 
A PROSPECTIVE REIMBURSEMENT SYSTEM . SECRETARY SCHWEIKER IS ALSO 
PROPOSING PROSPECTIVE REIMBURSEMENT. THAT'S THE GOOD NEWS. 

THE BAD NEWS, AT LEAST FOR SOME HOSPITALS, IS THAT IF 
THE GOVERNMENT IS GOING TO BE A PRUDENT BUYER AND FULFILL ITS 
RESPONSIBILITY TO THE TAXPAYERS OF THIS COUNTRY. IT WILL HAVE TO 
PLACE A PROPER TEST OF REASONABLENESS OF A GIVEN HOSPITAL'S COSTS 
IN RELATION TO WHAT SIMILAR COSTS ARE IN COMPARABLE HOSPITALS. 

RESPONSIBLE PROSPECTIVE REIMBURSEMENT, IN MY MIND, IS 
NOT PAYING HOSPITALS IN ADVANCE WHATEVER THEY WANT TO CHARGE OR 
EVEN A PERCENTAGE OF WHAT THEY WANT TO CHARGE. SUCH A METHOD OF 
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PAYMENT WOULD ONLY FURTHER FUEL THE INFLATIONARY FIRE IN HOSPITAL 
COSTS. 

ONE GIANT STEP TOWARD A RESPONSIBLE PROSPECTIVE 
REIMBURSEMENT SYSTEM WOULD BE THE EXPANSION OF SECTION 223 LIMITS 
TO TOTAL HOSPITAL COSTS. ~ENTS ~ D....BE MADE FOR AN 
UNUSUAL CASE MIX WHICH REQUIRED A GREATER INTENSITY OF SERVICES 
THAN WAS GENERAL AMONG THE OTHER HOSPITALS WITH WHICH A 
PARTICULAR HOSPITAL IS BEING COMPARED· 

UNDER SUCH A SYSTEM, ONLY THE HIGH COST, INEFFICIENT 
HOSPITALS WOULD BE PENALIZED AND EVEN THESE HOSPITALS COULD AVOID 
BEING PENALIZED IF THEY BROGHT THEIR PRICES IN LINE WITH OTHER 
HOSPITALS. 

ONCE WE KNOW THE DOLLAR AMOUNT FOR WHICH A GIVEN SERVICE 
IS GENERALLY AVAILABLE, THEN WE CAN BEGIN TO PAY THAT AMOUNT 
PROSPECTIVELY TO HOSPITALS. IF A HOSPITAL CAN PROVIDE THE 
SERVICE FOR LESS THROUGH BETTER MANAGEMENT AND ADMINISTRATIVE 
EFFICIENCIES, THEN IT SHOULD BE ALLOWED TO PROFIT FROM ITS 
EFFICIENCY. SUCH A SYSTEM OF REIMBURSEMENT WOULD ENCOURAGE COST 
MODERATION AND TO RECOGNIZE AND REWARD EFFICIENCY IN PROVIDING 
PROPER CARE AND SERVICES. 
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PRIVATE SECTOR ALTERNATIVES 

I BELIEVE WE MUST CONTINUE OUR EXAMINATION OF 
OPPORTUNITIES FOR THE PRIVATE SECTOR INSURERS TO RETAIN THEIR 
RELATIONSHIP WITH OLDER INDIVIDUALS WHO CONTINUE TO WORK AFTER 
65) AND EVEN FOR THOSE WHO RETIR~ I BELIEVE THAT WE SHOULD USE 
PRIVATE SECTOR ALTERNATIVES TO THE EXTENT THAT THEY CAN MEET THE 
NEEDS OF OUR ELDERLY. GOVERNMENT PROGRAMS SHOULD BE RESERVED FOR 
NEEDS THAT CANNOT BE MET BY THE PRIVATE SECTOR. OF COURSE AS 
WITH ANY CHANGE IN THIS AREA) WE ARE AWARE OF THE POSSIBLE 
CREATION OF DISINCENTIVES TO HIRING THE ELDERLY· 

COPAYMENTS 

DISCUSSIONS RELATED TO ALTERING THE COPAYMENT 
ARRANGEMENTS UNDER MEDICARE HAVE SURFACED IN THE LAST FEW MONTHS 
IN THE CONTEXT OF DISCUSSIONS ON BUDGET CUTS. WHILE I BELIEVE IN 
THE VALUE OF COST SHARING AS A WAY TO MAKE INDIVIDIJALS CONSCIOUS 
OF THE COST OF HEALTH CARE, WE MUST BE SURE THAT THE NATION'S 
ELDERLY, WHO ARE ALREADY SUBJECT TO SUBSTANTIAL DEDUCTIBLES AND 
COPAYS UNDER MEDICARE, ARE NOT REQUIRED TO BEAR AN UNREASONABLE 
FINANCIAL BURDEN. 

HOWEVER, THERE ARE WAYS TO ESTABLISH REASONABLE COST 
SHARING. FOR EXAMPLE. WITH RESPECT TO HOME HEALTH CARE -- THE 
AVERAGE NUMBER OF VISITS IS ABOUT 20-22· A COPAYMENT STARTING AT 
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THE 20TH VISIT MIGHT DISCOURAGE OVERUSE WHILE NOT DISCOURAGING 
PEOPLE FROM USING THIS COST EFFECTIVE TREATMENT MODALITY-

PHYSICIAN REIMBURSEMENT 

PHYSICIAN REIMBURSEMENT WILL NOT BE OVERLOOKED IN ANY 
ATTEMPT TO REDUCE MEDICARE EXPENDITURES. BUT HERE AS lN MANY 
AREAS> WE MUST TAKE CARE NOT TO DISCOURAGE HEALTH CARE PROVIDERS 
FROM CARING FOR MEDICARE BENEFICIARIES. 

AN EXAMINATION OF THE SPECIALTY DIFFERENTIAL AND THE 
VARIA;[_~S BETWEEN PHYSICIAN CHARGES FOR SIMILAR SERVICES IS LONG 
OVERDU~WHILE PHYSICIAN FEES HAVE GROWN AT A SLOWER RATE THAN 
HOSPITAL COSTS> THERE ARE STILL CHANGES THAT NEED TO BE MADE 
AGAIN TO REINFORCE OUR POSITION AS AN EFFICIENT PURCHASER OF 
SERVICES. 

MEDICAID 

IN THE AREA OF MEDICAID> I EXPECT FURTHER CONSIDERATION 
OF STATE REQUESTS FOR FLEXIBILITY. ATTENTION WILL ALSO BE GIVEN 
TO THE IMPLEMENTATION OF THE lg81 CHANGES IN THE HOPES OF 
IDENTIFYING AREAS WHERE CHANGES ARE NECESSARY AND APPROPRIATE. 
OF COURSE> I AM SURE THERE WILL BE A SPIRITED DISCUSSION ON THE 
LARGER ISSUE OF WHETHER THE PROGRAM SHOULD BE FEDERALIZED. 
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HOWEVER, THE MASSIVE RESHUFFLING OF MEDICAID AND OTHER 
MAJOR PROGRAMS IS A COMPLEX UNDERTAKING, ONE THAT COULD PRODUCE 
SOME PITFALLS. IT IS VITAL THAN ANY REORGANIZATION OF MAJOR 
PROGRAMS GUARANTEES THAT NEEDY AMERICANS CONTINUE TO RECEIVE 
ESSENTIAL SERVICES AND ASSISTANCE. 

CONCLUSION 

LOOK FORWARD TO WORKING WITH ALL OF YOU IN MEETING THE 
CHALLENGES THAT FACE US. AS I NOTED EARLIER, CHANGE IS COMING . . 
I CONTINUE TO BELIEVE THAT THE PRIVATE SECTOR SOLUTIONS TO OUR 
PROBLEMS ARE PREFERABLE TO FEDERAL INTERVENTION. HELP TO PROVE 
ME CORRECT. 

' -· ·- -·- -L~ 
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