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CHILDREN'S NEEDS UNDER
HEALTH CARE REFORM

TUESDAY, NOVEMBER 30, 1993

U.S. SENATE,
SUBCOMMITTEE OJ HEALTH FOR FAMILIES

AND THE UNINSURED,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to notice, at 10:08 a.m., in

room SD-215, Dirksen Senate Office Building, Hon. Donald W. Rie-
gle, Jr. (chairman of the subcommittee) presiding.

Also present: Senator Danforth.
[The press release announcing the hearing follows:]

(Prea Release No. H-48. November 29, 19931

FINANCE SuecowmiTrEE ON HEALTH To HOLD HEARING ON CHILD HEALTH ISSUES
UNDER HEALTH CARE REFORM

WASHINGTON DC-Senator Donald W. Riegle (D-MI), Chairman of the Committee
on Finance Subcommittee on Health for Families and the Uninsured, announced
today that the Subcommittee will hold a hearing on child health issues under health
care reform.

The hearing is scheduled for 10:00 AM. on Tuesday, November 30, 1993, and will
be held in room SD-215 of the Dirksen Senate Office Building.

In announcing the hearing, Senator Riegle stated: "I am holding this hearing to
examine how children are covered under the major health care reform proposals."

"Over 9 million children are uninsured; others have benefits but these are inad-
equate. As Congress debates health care reform, we must make sure all children
have a comprehensive set of benefits that meet their health needs," Senator Riegle
said.

OPENING STATEMENT OF HON. DONALD W. RIEGLE, JP., A U.S.
SENATOR FROM MICHIGAN, CHAIRMAN OF THE SUB-
COMMITTEE
Senator RIEGLE. The meeting will come to order. Let me welcome

all those in attendance this morning and make a special welcome,
extend a special welcome to our witnesses today.

The purpose of our hearing this morning is to examine the
unique needs of children that must be addressed under the health
care reform effort. It is estimated that over 9 million children are
uninsured in our country today, and that includes an estimated
300,000 in my home State of Michigan. Of course, we have many
more that are underinsured, as that word is used.

A child's health care coverage most often depends upon their par-
ents" employment. If a parent loses a job or changes jobs, children
are at risk, of course, of losing their coverage. Children with pre-
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existing health conditions who need coverage the most often are
the ones who cannot get it at all.

Many other children have inadequate benefits that do not cover
preventive care, which is really the most cost effective care that we
are able to provide. Under any reform plan it is absolutely critical
that all children are guaranteed a comprehensive set of health care
benefits. And it is my own preference that children, along with ex-
pectant mothers, should be the first to be phased into the new re-
ormed system.

Before we adjourned last week 31 Senators, including me, intro-.
duced the President's health care reform plan called 'the Health
Security Act." Several members of the Finance Committee here-
Senator Chafee, Senators Breaux and Durenberger-have intro-
duced alternate plans. We will all be working together to iron out
the differences that exist as we shape and put together the best
possible health care reform program for the country.

I very much look forward to hearing from our witnesses this
morning about how the major plans that have been introduced, in
fact, propose to meet children's needs and where they would also
fall short.

Children will not automatically be protected by reform. So I
think it is very important that we not let children's issues get lost
in the shuffle of the larger debate over health care reform.

So I think our hearing this morning is a very important start to
understanding the particular needs that children face, so that we
can make sure that they are addressed properly.

I want to say, too, that Chairman Moynihan has a very deep in-
terest in how health reform affects everyone in the society, but very
particularly children. This has been an issue of interest to him over
many years in terms of what is happening with children and
youngsters in our society. So I know he will take great interest in
this hearing record this morning.

Our first witness this morning will be Dr. Judith Feder. I want
to say at the outset how much I appreciate as a citizen, and as a
member of this Committee, and as a member of the Senate, the tre-
mendous effort and leadership effort that you have made person-
ally in working and developing the President's health care pro-
posal, being really at the very center of that team from the begin-
ning, and now serving as the principal Deputy Assistant Secretary
of Planning and Evaluation at the Department of Health and
Human Serviees.

I have servJ.2. under seven Presidents here now and we have had
six previous Presidents that have had a lot to do, but they have not
managed to get to the health care reform issue. Just as a personal
note, I went to see President Bush when he was in that office and
as he and I had come to the Congress together back in 1966-in
fact, we both had been in the same party at that time. I changed
my party affiliation back in 1973.

I appealed to the President at that time to take up the health
care issue and gave him what I thought were compelling argu-
ments for doing so. That administration had a different focus at
that time and they really didn't get around to tackling this issue.

It is an enormously complex question, a difficult question, to
work through from start to finish. I think it is greatly to the credit
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of the President and the First Lady that they have made this a
principal operating priority of the administration and have under-
taken to do the serious policy work that is required here to sort it
out and figure out how we adjust the system to get the pluses and
avoid the minuses.

In doing that, I have been privileged to be present at a number
of meetings over many months and to watch you participate. I
want to say again how much I personally appreciate your individ-
ual leadership and the fact that at every turn I think you have
given not only very good advice, but I think the kind of effort and
energy that the country has needed for a long, long time.

I sometimes think that it may have been the need to harness
more of the talent of women in this country to really get at the
health care issue. But clearly, we have seen I think a major dif-
ference in that area as well as this new administration has come
to town. It is all to the good.

So I am very pleased with what you have been able to bring to
this effort. I am very interested in what you are going to tell us
today about how children are dealt with under the health care re-
form proposal and any suggestions you have for us as we move into
this area.

So with that, let me welcome you and invite your statement now.
STATEMENT OF JUDITH FEDER, PH.D., PRINCIPAL DEPUTY AS-

SISTANT SECRETARY, OFFICE OF THE ASSISTANT SEC-
RETARY FOR PLANNING AND EVALUATION, DEPARTMENT
OF HEALTH AND HUMAN SERVICES, WASHINGTON, DC
Dr. FEDER. Thank you very much, Mr. Chairman. It is indeed an

honor to be representing an administration that as you have indi-
cated has finally taken the lead as the President should in health
care reform and we very much look forward to working with you
and building upon your long efforts in this area to achieve what the
goal to which we are all committed, which is universal coverage for
all Americans and especially our Nation's kids.

I would appreciate your including my longer statement in the
record and I will make some briefer remarks.

Senator RIEGLE. Without objection, so ordered.
[The prepared statement of Dr. Feder appears in the appendix.]
Dr. FEDER. I come before you, today to talk about an unprece-

dented opportunity to meet the challenges of our Nation and in
particular the future of our Nation through our children.

The Children's Defense Fund 1992 Report, "The State of Ameri-
ca's Children," provides some vivid illustrations about the enor-
mous challenges we and our children face every day. Every year
nearly 1 million infants start life at a disadvantage because their
mothers did not receive early prenatal care.

More than 250,000 babies are born at low birth weight, needing
advanced medical technology to survive, and often still are left vul-
nerable to a life time of disabilities.

Studies of several American cities suggests tWat fewer than half
the infants and toddlers in many urban areas are immunized fully.
Millions of American children have no health insurance and tens
of millions of Americans live in communities where they have little
access to doctors, hospitals or health clinics.
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These statistics should tell us how serious the problem is, but we
often understand problems better when we see them as human
events faced by individual families.

Diana and Melvin Seger of Grand Rapids, MI know too well the
pains of our current system. Mrs. Seger did not have health insur-
ance when she was pregnant and could not afford to qo to either
of the two hospitals within 20'minutes drive from their home for
the delivery of their third child. David.

Instead, they chose a more affordable hospital an hour-and-a-half
away, but were unable to reach that hospital when Mrs. Seger
went into labor shortly after leaving home. The couple ended up at
an Indian health service outpatient clinic unequipped to handle de-
liveries. The baby was deprived of oxygen and as a result was se-
verely brain damaged. David spent much of his first 3 years of life
in and out of hospitals and subsequently died.

This family's experience reveals to us the pain that comes with
a lack of insurance that leads to a lack of care.

Another family story illustrates the financial burden of getting
care in our system today, even when that care is provided. Ricky
and Sandy Recklett from Waldorf, MD had a child, Jeffrey, who
was born with a brain stem defect. The baby was fine during the
day, but stopped breathing when he was asleep.

For years the baby had to have special equipment to monitor his
breathing at night. Although their insurance covered this service
initially, the policy had a life time limit. That threshold was ex-
hausted in the early years of Jeffrey's illness.

Jeffrey is now fine, has a pacemaker, and is a star athlete, but
the family is $600,000 in debt and facing bankruptcy.

Mr. Chairman, we all agree that the nation must address these
problems and help families like those I just described. The Health
Security Act represents a giant step forward for our children be-
cause it guarantees that all children will have access to comprehen-
sive health care coverage, including prenatal services for their
mothers.

The Act provides a benefits package which will include a com-
prehensive set of health services and which prohibits plans from
excluding children or anyone due to pre-existing conditions.

Prevention is the cornerstone of the Health Security Act. The
comprehensive benefits package includes a broad array of preven-
tive services not covered by the vast majority of today's insurance
plans-immunization, well baby care, and other screenings and
early detection methods which will solve or prevent health prob-
lems before they become serious illnesses.

In addition, our first investment in healthy children is good pre-
natal care for mothers. The Health Security Act does this by pro-
viding complete prenatal care with no cost sharing. It then guaran-
tees access to a set of appropriate preventive services throughout
a child's life to ensure that each child and their family can prevent
disease and can treat medical problems as they arise.

In an effort to ensure that there is no gap in service for low-in-
come children, the plan includes a new capped Federal program ad-
dressing their needs. Services included are Medicaid services that
go beyond the guarantees of the comprehensive benefit package, to
cover services like hearing aids, transportation and therapies.

J4
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Low-income kids will retain the benefits they now have, includ-
ing full EPSDT protection even if the benefits are not included in
the guaranteed package because of this new Federal program.

Comprehensive coverage for prevention and medical treatment go
a long way towards easing the pressure on all children and families
in America. But families who have children with chronic health
problems or severe disabilities face special challenges.

In talking with parents of children with disabilities, costly dis-
abilities, I have met many families who have shared their experi-
ence with me. A single mom with two children with cystic fibrosis
whose insurance premiums nearly double every year; the parents
of a 6-year-old whose extensive need for medical supports have ex-
hausted the life-time limits of their insurance coverage; the mother
of twins born prematurely with cerebral palsy, seizure disorders
and mental retardation who has no insurance at all.

All these families will be covered under the Health Security Act
through the guaranteed benefit package and coverage through the
health alliances that States will establish.

In addition to the benefits in the guaranteed package, the Presi-
dent's plan has a new long-term care program which represents a
major increase over Federal spending and State spending for com-
munity health services, will provide a range of supports to people
with severe disabilities regardless of their age or income at home
and in their communities where it is they want to stay.

Unlike the current Medicaid Program, Federal match rates are
substantial. You do not have to be poor to qualify for this program.
And the program allows a tailoring of services to the needs of chil-
dren and their families along with other persons with disabilities.

The new long-term care program is designed to build on State in-
novation and creativity in responding to the needs of people with
severe disabilities and their families. The range of services that
may be covered includes everything from skilled home care to occu-
pational and physical therapy to respite care to relieve the stress
that families face in caring for their loved ones.

The President recognizes that insurance alone cannot meet all
the needs of our children. To ensure access to appropriate care and
to help prevent disease and promote health, the Health Security
Act also includes several new investment proposals, two new grant
programs to support school health education programs and to help
fund school health services.

New funding to help support public health initiatives of special
importance to the health of children, including immunizations, lead
poisoning screenings, health education and violence prevention. Ad-
ditional funding will be targeted to primary care and to enabling
services such as transportation and outreach services, as well as to
the training of primary care doctors and other health professionals
to ensure that children and expectant mothers will not lack the
services they ought to have.

In conclusion, Mr. Chairman, I would point out that the Health
Security Act was designed to guarantee all Americans access to
comprehensive medical care. I believe that my testimony today best
illustrates how the Act pursues these goals with a strong invest-
ment in the future of America through our children.



We look forward to working with you, Mr. Chairman, as we pro-
ceed with the bill and I am happy to answer any questions you
might have.

Senator RIEGLE. Thank you very much. It is very important that
we cover this ground and establish this record as to what it is we
are endeavoring to put in place.

One of the first things that I want to start with today is the
central premise of the Clinton proposal, universal coverage; and if
you do not have that, then we really are missing people in society.

There are different plans on the table. I am wondering if you
could give a brief sort of comparison or side-by-side analysis. You
have covered the administration plan. The Chafee and the Breaux
plans have also been put on the table by members of this Commit-
tee. I think it is appropriate that we look at those in contrast to
the administration plan.

In the area of universal coverage, how would the Chafee and
Breaux plans work insofar as you understand them?

Dr. FEDER. Well, let us look at the Breaux plan first. It has sev-
eral features in common with the President's plan, particularly im-
proving the insurance marketplace in order to improve coverage for
people and to make coverage more affordable. But it does not
achieve universal coverage, in large part because it does not set up
mechanisms that ensure that everyone will have coverage.

A concern, as we looked in the course of our deliberations on a
proposal, a concern about relying on simply market improvements
to achieve universality. We looked at the experience over the last
10 to 15 years with a number of explicit programs in a variety of
States that were aimed at making these kinds of changes in an ef-
fort to achieve universality.

The experience of those programs was that although improve-
ments could be made, that simply making coverage available was
insufficient without guaranteeing the affordability and ensuring
the participation of all Americans.

The concern about people continuing to fall through the cracks
and cost shifting from those parties to others who have insurance
remains a major concern about that approach.

With respect to Senator Chafee's bill, it requires all individuals
to have coverage and also makes changes in the marketplace. So
in this sense it makes a stronger commitment to universality.

However, again looking at that kind of approach, an individual
mandate, the concerns we have are about affordability of coverage,
even for middle income Americans in the absence of an employer
contribution and a concern that setting up a system that requires
individuals to purchase insurance without requiring employers to
participate in its costs would, in fact, undermine the coverage and
protection most Americans now count on. So that is a concern we

ave there.
There is also a concern about whether there truly is a guarantee

in that proposal of coverage for low income Americans.
Senator RIEGLE. Well, if you take the case of the family you de-

scribed in Grand Rapids, having their third child and not feeling
they could afford to go to the hospitals that were closer and then
having that mishap, trying to get to a more distant, less expensive
hospital, it seems to me that somebody in that kind of a situation
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likely would not be covered under these other alternative plans as
I understand and as I hear you describe them.

Dr. FEDER. Under the Breaux plan, you could not count on their
being covered.

Senator RIEGLE. Right.
Dr. FEDER. Under the Chafee plan, it might depend on their in-

come and capacity to afford it.
Senator RIEGLE. But it seems to me in recalling the story, be-

cause they had had two previous children and they obviously were
sort of in an economy move, they were going further away to get
cheaper care. So I almost wonder whether people in that kind of
a situation would not also in a sense be routed out of the system
rather than routed into it.

I mean if you do not solve the affordability problem, you do not
really have a universal system, do you?

Dr. FEDER. I think that is absolutely correct.
Senator RIEGLE. Now, as I have watched the development of the

administration plan, it appears to me that while it is complex, it
has to be if you are going to take and capture the whole problem.
I mean, you have to in effect draft a plan that collects all the prob-
lems in one overall matrix and then works them through.

Otherwise, you have this problem of cost shifting by people who
are left out or cannot afford to get in. I do not see any way around
that. I mean, if you are going to have universal coverage and have
affordability, which are really the two things that we want to keep
in tandem here, you have to find a way to in effect have sensible
controls. Even if they are market-driven controls, ua have got to
have a system of controls that are at work here or I do not see how
else you get a manageable outcome.

Dr. FEDER. I think that is absolutely right, Senator. I think that
our concerns have been on the one hand to guarantee security of
coverage for all Americans. That means that you have to have a
mechanism that guarantees that regardless of their circumstances,
whether they are working or not working or sick or well, whatever
their circumstances and whatever their income, that that security
is guaranteed.

And as we explored ways to achieve that, we felt that the most
appropriate way to do that was to build on the financing system
that we now have, which requires contributions from employers
and from families based on their ability to pay.

So we feel that that is the most appropriate mechanism to en-
sure those guarantees. You are also raising the critical companion
of universal access and that is effective cost containment. We pur-
sue cost containment primarily through changes in the market-
place, but changes that will work effectively only if everybody is
covered because we are able to create a system in which there is
not cost shifting, but in which everybody participates and in which
individuals and families can choose their own plan.

Senator RIEGLE. Prior to this administration coming to town,
four of us here-Senator Mitchell, Senator Kennedy, Senator
Rockefeller and myself--drafted a program called "Health Amer-
ica," which I know you are familiar with.

We had come to that very same conclusion, that unless you have
a means to get to universal coverage and in effect have cost con-

* * *. '*~-*.
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tainment with it, you do not have a system that is tied together,
that can really work properly.

I am also struck by the fact that there are sort of two levels of
justification for doing this. One is the moral issue of facing up to
human needs and helping people that need help, desperately need
help, and cannot by themselves handle the problem in the health
area, health emergencies and such.

But also, there is the economic issue. These health effects, they
catch us one way or the other, do they not? I mean, there is no way
really to avoid our health needs and not end up paying in some
way or another down the line. In my experience, and the work of
this committee, now over almost 40 hearings that we have had just
in this subcommittee, I am struck by the fact that if we delay care
or if we avoid care and needs, they eventually come back to us and
usually in a more severe state and in a much higher cost.

So the economics are really inescapable, are they not? Are we not
going to pay one way or the other?

Dr. FEDER. I think that is absolutely corre- t. And the case where
I described to you where the family was unable to get appropriate
delivery services led to the birth of a child with severe disabilities
that not only had enormous human costs, but enormous dollar
costs to the health care system.

I think what you are pointing out is that the facts are that we
are paying for services now for people who do not have insurance.
It is those who have insurance who pay for those who do not, even
when they are working and conceivably could contribute, if their
employers, like other employers, paid their fair share.

If we make that affordable to employers and to individuals, as
I believe the President's plan does, it becomes a way to ensure the
availability or access to services in a timely manner, particularly
preventive services and primary care services to avoid the kinds of
catastrophe I described.

Senator RIEGLE. This is an aside, but I think it is worth making.
Today on the front of the Wall Street Journal there is a story about
a crisis in public education financing in the State of Michigan,
where we are in the midst of a rather radical effort to move away
from the property taxes paying for much of the cost of public edu-
cation and replacing that with some other form of revenue and
then possibly even changing the education system itself.

What that article points out is that in the country today the dif-ficulty that citizens have in deciding how they fit into the larger
picture, in terms of paying for something like public education.

Health insurance I think falls into the same kind of circumstance
where I think part of the hurdle that has to be jumped here-the
President is very good at expressing views like this-is that this is
one of the few things in this country that really does tie everybody
together. In a society that is sort of fragmented and where there
are sharper and sharper class differences and other kinds of dif-
ferences that are sort of springing up and dividing people, if we can
find a health care system that really helps everybody and in turn
helps all of us at once, this can be one of the events that helps,
I think, bring us together as a country, helps unify us as a country,
on something that has a very important moral and economic foun-
dation.
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I think we may have to find new ways to express that, simply
because I think unless we help the country see the greater good
here, the complexity itself is such a stumbling block. I think one
of the reasons why so many other administrations were scared off
when they walked up to the water's edge on this problem, was that
it was just too difficult-too difficult to take it apart and fix it; too
difficult to explain it-and it was better to just let somebody else
worry about it sometime in the future. Well, the future is here. So
now we are attempting to do that.

But I think there is a basis for people to be able to deal with
some of their apprehensions about the change if it can be seen in
the context of the fact that we are going to be not only a healthier
country, but we will end up in the end spending less rather than
more. I think we have to keep our eye fixed on that or we are likely
to lose our way.

Dr. FEDER. I think, Senator, I could not agree with you more. I
know that your experience has paralleled my own in pursuing
these issues. I think there is an enormous difference today from
what there was as you and Senator Mitchell-and Senator Rocke-
feller and others introduced your legislation earlier.

It seemed at that time when people thought about the nation's
health care problems, they acknowledged that they existed, but
they thought about them largely as somebody else's problem, the
problem of a minority who somehow fell through the cracks in the
system.

I think our experience, and I believe yours as well, is that today
all Americans see this as our problem. That any one of us is at risz
of losing our insurance coverage when we most need it and that we
must solve it by taking care of all of us together.

- Senator RIEGLE. Let me ask you this. Within the general frame-
work of the administration's proposal, are there options open to us
for trying to phase children in first?

For example, did the administration consider using Medicare-I
mean, part of this comes about because of the State phase-in where
the whole country is not going to be moving exactly at the same
pace. But did the administration consider using Medicare to cover
children as a transition to universal coverage?

Dr. FEDER. Senator, we looked at many options of phasing in
children first, looked at alternative ways to do that in the course
of the task force deliberations. The concern that we felt was that
it was, although clearly desirable to cover children as quickly as

possible, that it would be more effective if we could cover wholefailies.
So as we looked at phase-ins and transitions what we settled

upon was a rapid phase-in, even though it is State-by-State, every-
one is in by January 1 1998; and we then have whole families cov-
ered. Consequently, we found that the most effective way to go.

Senator RIEGLE. When I think of all the little kids that I see-
I have been going to the floor regularly and putting a human face
on these health care crisis situations-and so many of the problems
that we have encountered in Michigan with children there is really
an immediate need. That is true across the country in all 50 States.

I know that the Secretary will manage a nationwide transitional
risk pool for uninsured people during the phase-in period. I am
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wondering if there would be any way in which we might think
about trying to cover children first under that kind of a pool con-
cept so that we do not have a child in one State with a particular
problem that is afforded help that he desperately needs, and the
family needs, and you have a child that is maybe 10 miles away,
across the State line in the neighboring State, with the same prob-
lem and the same need that does not get the help. I mean, might
we look at that as a possibility?

Dr. FEDER. I certainly think we can explore it, Mr. Chairman. I
think that the concern and the reason we have established that
transitional arrangement is to make certain that as the insurance
system and the insurance market is changing across the nation as
they adapt to new rules that people do not lose protection they now
have.

And whether there are some additional measures that could be
taken to enhance protection, we could certainly explore.

Senator RIEGLE. I understand your point about covering families
and covering them as rapidly as we can. But given the fact there
is going to be aphase-in period, I am wondering if we might direct
the States or advise the States that they should try to bring chil-
dren in first if they are going to have a phase-in period to try to
pick up some of these needs sooner rather than later.

Dr. FEDER. Well, as we have currently structtured it, when the
State comes in it brings its whole system into place, which does
achieve that family coverage.

Senator RIEGLE. Right.
Dr. FEDER. So there although a State coming I suppose in 1998

might gradually move toward that goal, it is contemplated that a
system that changes the health .insurance structure is probably
most easily introduced for all citizens at one time.

As I indicated earlier, we can continue to explore that with you.
But there is not contemplated a phase-in schedule for States. They
are bringing their systems into place for everyone in a relatively
brief period.

Senator RIEGLE. I may pursue that with you another time.
Dr. FEDER. Absolutely.
Senator RIEGLE. Let me move to the issue of children with spe-

cial needs. I want to pose sort of a long question here to you and
then ask you to respond to it.

As you are, I am very concerned about protecting children with
special health needs under the reform package. You have discussed

t in your statement. The basic benefit package is intended to re-
store abilities impaired "as a result of an illness or injury." Those
are the quoted words.

I am pleased that the administration now has a new Federal pro-
gram for those now on Medicaid to supplement the basic benefit
package with benefits like respiratory care and other services that
Medicaid children now have and you also described the new long-
term care program in your statement.

But when I was in Michigan just a few days ago, a mother with
a child with a chronic illness said that the basic package in the
new wraparound program would not cover her child and that the
criteria for the long-term care program targeted severely disabled
children. This mother thought that the plan specifically excluded
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children with birth defects, which would not then fit under this
language that says as a result of injury or illness.

I am wondering if you can comment on that and is that a prob-
lem and how might we deal with it.

Dr. FEDER. Well, I think we need to go through several steps to
address the concerns you have raised. First, let me be absolutely
clear that all children and all persons, including those with con-
genital birth defects are covered under the guaranteed benefit
package and that that is a vast difference from what occurs in to-
day's insurance market based on exclusions of physician services,
hospital services and other services based on pre-existing condition..
So that is a guarantee that is there' for everyone.

What is of concern in the cases you are describing has to do with
rehabilitative or chronic care. The guaranteed package is intended
to be largely a package for post-acute services or services related
to an acute illness and is not designed as a chronic care benefit
consistent with the nature of the insurance role.

So it is our recognition that that does not cover all the needs of
children with chronic circumstances while it does provide services
for all children regardless of their condition.

That is a reason that we have pursued really two other pro-
grams. As you indicated, one being the new program for low-income
kids and the long-term care program, both of which address many
of the needs of families with disabled kids.

However, we recognize that when it comes to long-term care
services for persons with chronic conditions, which may not be-in
many cases are not medical services, but are support services for
some children with less severe disabilities, that we will not have
fully addressed everyone's problems. But we need to start and we
believe we are making a substantial and vast improvement over
the current situation.

Senator RIEGLE. So then the case of a non-Medicaid child that
does not meet the eligibility criteria of the new long-term program
and who might need such services as respiratory care, if they have
an asthmatic condition or whatever, is in a zone of types of prob-
lems that we are not necessarily solving with this package. Is that
fair to say?

Dr. FEDER. I think that there are some gaps. But I guess I think
we should also look at the way in which we are addressing many
of those problems.

For example, in the long-term care program, although we focus
on people with severe disabilities, we have explicitly included spe-
cial categories for children. We will make special efforts or are in
the process of continuing our efforts to refine eligibility criteria to
be appropriate to children with different kinds of disabilities. So we
should not look at that program.as narrow, even if it does not cover
everyone.

Senator RIEGLE. In raising the question, I fully appreciate the
comprehensive nature of what is being addressed and what is being
covered. I do not want to lose the focus on that. I think it is impor-
tant for us to understand, you know, how far we are attempting to
go here with this plan and where in effect it leads off so that we
have clear answers for people and we understand what it is we are
taking on.
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And if there needs to be supplemental effort made, either in the
package itself, and we will probably find areas like that with chil-
dren or in other areas, or if we see some other initiative that is
going to be required to the side of the health care reform package,
then we can get that issue up on the radar screen and understand
it and have some way of dealing with it over a period of time.

Lt* me ask you this finally. The administration's proposal is
largely based on managed care. There are people, as you know,
who are concerned that the emphasis on cost containment in man-
aged care plans may limit, access to some types of doctors and
some types of services.

I am wondering, is there evidence that would show how well chil-
dren-just focusing now on kids, especially low-income children-
are served by managed care plans. Do we have anything that we
can look at there that helps guide us?

Dr. FEDER. Well, we are still learning from Medicaid experience
in that regard. The evidence that we do have suggests that the con-
cerns are perhaps exaggerated, that the services that Medicaid
children receive under managed care plans have not proved to be
less adequate than the services they are receiving under alter-
native arrangements.

However, when we look at that evidence, we are looking at a
Medicaid experience that has not provided sufficient access to our
Nation's children in an overall system in which the system is not
providing adequate care.

So we recognize that as we move to a new system we need new
kinds of health plans, which they really are health plans more than
insurance plans, focusing on the efficient delivery of quality care
rather than on the avoidance of risk.

Our plan includes mechanisms to hold those plans accountable
with substantial investment in an information system and a qual-
ity improvement program so that we will be able to determine what
kinds of services children, children with special needs, other popu-
lation groups, are actually receiving; and so that families will be
able to choose plans that are truly meeting their needs.

Senator RIEGLE. But if somebody is in a managed care system
and there is a child with special needs and the bills are running
up and you can see how the managed care system, whatever the
goodness of its heart, may decide that this is an awfully expensive
child and that they would just as soon drop the child out of the sys-
tem and let the additional services and care somehow get taken
care of in some other way as a managed care system. So then the
logic says maybe that family wants to go into a fee-for-service plan
where, you know, then they can sort of work from a menu of broad-
er services.

I worry about what that might cost, and the affordability of that,
and whether in effect that is sort of buck passing, whether the
managed care system sort of says, you know, let us get rid of this
family and this profile of problem and we will let somebody else
worry about that or they can go into the fee-for-service system
which may just be out of reach.

It is not-again, just to pose a sort of thorny hypothetical. But
what I am concerned about is, if there are any appreciable number
of people that fall into that category, I do not know how we pick
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them up or how they get heard in the sort of mass adjustment
process that is going to be going on with health care reform.

To the extent that starts to happen and you get people out there
wandering around needing services for kids and not getting them,
how do we find that out and loop that back into the system, so that
at least, you know, they do not just become sort of a lost group?

Dr. FEDER. I think that that concern is well taken. You are talk-
ing about holding our system accountable for truly achieving the
universal coverage that we are aiming for. I think that by having
a system in which everyone is covered and, in fact, must be co-wared
we have the capacity to look at and examine the adequacy of ac-
cess, not only for the general population but for special groups and
that is why the information system and the quality assurance sys-
tem is important.

But we also need special measures to address the incentives or
disincentives that you described and truly to hold plans account-
able. The incentive to behave as you have described is unquestion-
ably there in a capitated arrangement.

But if you will remember, at the same time our plans take in
their money on a community-rated basis, independent of the health
status of the person who enrolls, dollars are paid out to those plans
on a risk-adjusted basis, a critical element of the system, to ensure
that there are resources available that appropriately reflect the
kinds of patients and the kinds of experience, if it is skewed, that
a plan may face.

So that is one element of mitigating those incentives and ensur-
ing appropriate care. Also, to respond in the way you described, to
get rid of people, borders on or might be discrimination. We have
specific provisions that protect against discrimination.

Then to deal with individual cases or individual problems, we
have not only grievance procedures within plans, but all alliances
must have consumer ombudsmen to be available to assist consum-
ers and to be broadly responsive to the needs of any individual who
is facing a difficulty in a plan and to ensuring the availability of
service.

You spoke more broadly about needing more managed' care. It
would seem to me what that is contingent upon is the effectiveness
Qf the marketplace and the backup mechanisms that we have put
forward in terms of ensuring affordability of care to all Americans,
whether or not they are disabled.

I believe we have several measures in our plan to achieve those
goals. But we will have to pay attention and make certain that the
system is in place to come through on the guarantees that we are
promising.

Senator RIEGLE. And, of course, part of the legislative tension
that exists with the alternative plans is that there is sort of a di-
viding line between those folks who are willing to impose more dis-
cipline in order to capture the system and to make sure the num-
bers tie out and to make sure you get the efficiencies and you actu-
ally see to it that services are provided.

But the other point of view is to say that there should be less
administrative control, less compelling cost control measures in
place; and in effect, I am not sure, if you think of that as sort of
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a teeter-totter and you have one point of view on one side, I am
not sure that you can end up with -half of one and half of the other.

I mean, it seems to me that you are pretty much in a situation
where in order for the system to work that you have laid out, you
have to have a cost control regime in there that holds together and
it cannot be half a system because a half a system will not work.
You have to have a whole cost control system, is that not correct?

Dr. FEDER. Yes, I think that is correct. And I think that as you
indicated earlier, you have to have a whole system in that it is
achieving universal coverage and security as well as containing
costs. They do dovetail and we do need them all in order to make
it work.

You talked earlier about complexity. I think that it is difficult to
change what is today an extremely complex system. But if we look
at our objectives and the way the system will ultimately work for
people, I think we can argue that it is vastly simplified if we
achieve those goals of assuring that people are always covered and
that affordability is guaranteed.

Then individuals will face a far simpler system and the system
will work better for the nation as a whole.

Senator RIEGLE. Well, that is going to be part of the dilemma-
you know, I have thought about it here in the Senate, because in
effect to overcome filibusters and procedural objections which, you
know, can kind of proliferate faster than you can keep track of
them, it essentially takes 60 votes here and a 60 vote majority is
a lot different than a 51 vote majority.

When you start looking at where 60 votes come from off the sort
of range of plans and what might be added and subtracted to give
you that base of 60 votes so that you can actually turn the wheels
here in the Senate, this leaves aside differences in committee juris-
diction, which is another complication, but if we leave that out, just
thinking about how you coalesce 60 votes and in effect hold to-
gether the essential architecture of the system.

In order words, it seems to me the more I learn and study about
it, the more I understand that you cannot surrender the afford-
ability and cost control side and really hope to meet the universal
coverage objective. So they are not severable.

And yet as I look at the way a lot of the conversation takes place,
they tend to be treated in certain instances as if they were sever-
able and that you can in effect somehow, without very clear cut
cost control mechanisms, still end up essentially having a universal
coverage system.

I am not quite sure that is how those things get reconciled. I do
not think you can have one without the other. I mean, I do not
think we can really take everybody in and get a rational health
care system going with good primary care and choices and without
the discipline on the cost side that would be extremely difficult
philosophically and practically to accomplish.

Dr. FEDER. Well, I think that there is little question that unless
we move forward to change the delivery system and have every-
body participating that it is difficult to have an affordable health
care system.

We are strongly committed to achieving those changes and- in
terms of requiring everyone to participate to guaranteeing them
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that their participation will be affordable, which in our plan does
include a fall back, if you will, a safety net mechanism for cost con-
tainment for limits on premiums as a guarantee.

Although we do believe strongly that it is the market changes
that will make these cost containment goals achievable, we have
included that guarantee as well and feel that it is important to
moving the system forward.

Senator RIEGLE. I guess the other point I would make-and this
is sort of in the point of just sort of thinking back and forth here,
but I think we have to use these occasions to do that, at least in
part--is what I am running into as I talk with citizens in Michi-
gan-and I am thinking particularly of a guy that has a great pizza
chain in Detroit called Buddy's Pizza, where I always stop when-
ever I can as part of my preventive health care program to have
a sufficient amount of carbohydrates from pizza when I get to Bud-
dy's. But but the last time I was there a gentleman came up to me
and just said out of the blue, whatever you do do not disrupt my
health care plan.

He went on to describe a little bit of his. Not that he was crazy
about it, but, you know, he has finally figured it out enough that,
you know, there is a level of comfort with what it is he has and
whatever its defects are, it is familiar and he has come to terms
with it and he is very nervous. And you can multiply him by many
others-concern about somehow this upheaval in the system, not
only forcing him to change, which is always a little scary, but leav-
ing him with something that is not as good as what he has now.
That was the paramount concern.

One of the difficulties that I am finding and I am sure you are
too is that there is no simple, easy way to explain to somebody
what it is they are going to have under the new scheme and how
precisely it will work in contrast to what they have today so they
can really allay these concerns that they have.

So a lot of it comes back to faith in government, faith in bureauc-
racy, because there is going to have to be a certain amount of bu-
reaucracy, even if it is bureaucracy in a managed care system. I
mean, somebody is going to make the decision, either somebody in
a doctor's outfit or somebody in front of the computer screen is
going to say yes or no to this or to that.

So I think the wall that we have to get over here is the skep-
ticisi about the fact that as bungled as things may be today in the
current system, for people they have 'made their accommodations
and in one way or another it is working, even if it is working some-
what ineffectively.

So there is a great uneasiness about a big change, the results of
which are unknown in terms of what it will mean for people. We
know what it means today, but what does the new system mean
tomorrow.

I just sort of state that as a rhetorical point because I think it
is the thing we faca now. And, of course, the ads that are being run
by opponents of comprehensive reform with both cost controls and
universal coverage are homing right in on that fear every single
day, that either there will not be enough money to pay for this or
somebody somewhere in front of a computer screen is going to say,
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4 you know, they do not get this or, you know, their child does not
get this.

So I am hopeful that as we go through these discussions and we
refine the system and its necessary complexity down to as simple
a direct way of presenting it and explaining it, I think we enable
people to 'Make the journey with us and not lose them along the
way.

t" It is very, very difficult. I remember being in charge of the Bank-
ing Committee with the Chrysler loan guarantee legislation back
over a decade ago, very complicated. But it was simple in contrast
to this. This is complicated, by far the most complicated problem
I have seen in the nearly three decades I have served here.

I think it is going to be very hard for us to stay connected to the
public on this because people are swamped with other things. They
have to worry about and their families, working, and paying the
bills, what have you, to try to fathom how this new health care sys-
tem really might work for them.

So I guess my point is that I think it is essential that we simplify
without oversimplifying down to critical basic points over and over
again that really help people sort of make this journey in under-
standing to the point -where they can have enough of a sense of
comfort that they see the virtue of the new system as opposed to
the current system. I think that is going to be our great test here.

Dr. FaER. And I think it is one that we look forward to working
with you to achieve because I would agree with you, it is the only
way that we are going to achieve passage of the universal coverage
that we need.

One of the areas that we have spent the most time on is in re-
gard to security of coverage. I think that that is the question people
are asking, am I going to hold onto the coverage I need.

One element that the President's plan has that many other plans
do not have that we think is part of that is laying out the benefits
that people can count on. That has some down sides, too, because
people become concerned or critics can point at what is not in as
well as what is in.

But it has been our judgment that people cannot have a sense
of security unless they know what it is that they get coverage for.
I think that we have paid a lot of attention to designing a package
that is quite similar to the benefit packages that most well insured
Americans have today with the important addition of the preven-
tive services without any cost sharing for children or adults that
we have included.

I think that if we talk to people about the benefits they are guar-
anteed and the portability of those benefits, the continuation of
those benefits, regardless of changes in their life circumstances and
can persuade them of the affordability of that package as we
change the system, and of protections to ensure them choice with
accountability that that is the route we have to take.

But we look forward to working with you in making that effective
for your constituents.

Senator RIEGLE. One other thought, just an idea that flashes
through my mind. That is, one area where we have managed to
achieve, I think, a high degree of public support and confidence in
the country is with the Social Security system, not that it is per..
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fect. And sometimes people do not get their questions answered as
quickly as they would like and that all can be solved if we would
provide the staff that is needed.

But never heless, I think wht.n you look at public opinion polls,
if there one thing in government that works that people do not
want taken apart or, you know, tipped upside down, it is the Social
Security system. So there is actually a high degree of public con-
fidence there.

It may actually be that we would want to think about routing
some of the administrative activity through an expanded Social Se-
curity system, albeit, you know, a different part of it. This is an
agency that has in effect over a period of time developed a level of
public confidence. This may be more acceptable to some people who
are more uncertain about the prospect of some brand new bureauc-
racy that is going to be invented and is going to start from scratch
and, you know, may or may not work.

I mean, you are going to have to have that anyway. But maybe
if it is lodged somewhere where you have a place where there is
an established record of a national confidence and know how and
administrative acumen, that that might help. I do not know. It is
just a thought.

But we have to have the public with us on this. I really view that
as a key to getting the 60 votes here that we are going to need.

Dr. FEDER. Yes. Again, I think that we will indeed have to con-
tinue to exploit it. I share with you the thinking behind the struc-
ture we have put forward. I think that, in fact, reflected some of
your own thinking in earlier periods.

Senator RIEGLE. Right.
Dr. FEDER. And the thinking behind having a board of experts

is, I believe, really goes at the problem or at the issue of confidence
and was intended to indicate that the system needs to be run by
people who do have expertise of a variety of kinds in the health
system, that because of the backgrounds from which they come
they are sensitive to the private marketplace and to varied experi-
ence across States, and that their sole function is to address the
enormous issues raised by a reform and the continuing improve-
ment in the health care system.

So I think that is the thinking, not to create a new bureaucracy,
because the intent is to rely on existing administrative mecha-
nisms, but to have a body, a respected body, at the top whose pri-
mary or sole responsibility is for that change. So as you indicated,
we, I think, will continue to explore mechanisms, but that is why
we are where we are.

Senator RIEGLE. But again, thank you for your leadership. We
would not be here as far down this track as we are, I think, with-
out the extraordinary leadership you have helped provide.

Dr. FEDER. Thank you, Mr. Chairman. Likewise, I am sure.
Senator RIEGLE. Thank you.
Let me now call our next panel forward. This morning on our

second panel, we have important national leaders and spokes-
persons for child health advocacy groups and providers of children's
health services.
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Carol Regan is here with us as the health director from the Chil-
dren's Defense Fund. We had an opportunity to talk some yester-
day and we welcome you this morning.

Dr. Betty Lowe is the President of the American Academy of Pe-
diatrics and is from Little Rock, AR. We are delighted to have you
and have just been meeting with some of your colleagues out in
Michigan as a matter of fact at the American Academy.Dr. Irwin Redlener is the president of the Children's Health
Fund and a director of the division of community pediatrics at
Montefiore Medical Center at the Albert Einstein College of Medi-
cine in New York. We are delighted to have you as well.

And finally, Dr. Randall O'Donnell is the president of the Chil-
dren's Mercy Hospital in Kansas City, MO, and a member of the
board of trustees of the National Association of Children's Hos-
pitals and Related Institutions.

So let me welcome you all. I think we will go in the order in
which I have introduced you all. So, Ms. Regan, why do we not
start with you and then we will go right down the list and we will
make your full statements a part of the record. Feel free to summa-
rize.

Also, if there are points that were raised in the discussion with
Judy Feder that you want to comment on, please feel free to do so.

Ms. REGAN. Good. Thank you.

STATEMENT OF CAROL REGAN, HEALTH DIRECTOR,
CHILDREN'S DEFENSE FUND, WASHINGTON, DC

Ms. REGAN. Good morning, Mr. Chairman. I apologize for my
voice. I will make my remarks short.

Thank you very much for holding this hearing on children's
health issues and health reform. As you begin to consider the
President's Health Care Plan which we have endorsed, and con-
sider bills sponsored by others on the Finance Committee, it is im-
perative that special attention be paid to the health and medical
needs of children and pregnant women.

I want to thank Senator Riegle for his leadership this past year
in passing the new immunization plan and for your commitment to
assuring every child preventive health care.

We hope that we can look back a year from now and thank you
and Congress again for passing a national health plan that in-
cludes not only immunization but a wide range of preventive serv-
ices for children as well as the range of acute, tertiary and long-
term care services that every family in America needs.

Every year the Children's Defense Fund compiles and analyzes
data on children's health, from access to prenatal care and insur-
ance coverage to vital statistics, such as infant mortality, and low
birth weight, and immunization rates.

And every year for nearly two decades we have pointed to the
same very simple solutions, solutions that every other industri-
alized country kow to be true, which that prevention and early
intervention save money and lives, and that the only way to truly
hold down costs is to guarantee universal coverage.

Children who fail to get a healthy start in life suffer health, edu-
cation, economic and other consequences long after and it is often
too late and too expensive to remedy these consequences.
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As you said earlier, we have more than 8 million children and
a-half a million pregnant women every year that go without health
insurance. Medicaid expansions, high risk pools, bare bone insur-
ance plans, small market reforms, hospital rate setting-none have
succeeded in covering all Americans or in holding down costs.

It is time now for systemwide change. We urge you to pass legis-
lation that is universal for all Americans, not voluntary and less
than universal; that is built on an employer mandate; that provides
comprehensive, not bare bones coverage; that is affordable and lim-
its out-of-pocket costs, particularly for the poorest families; and
that brings clinics and health professionals into the medically un-
derserved communities where more than 20 million children live
today.

It is these fundamental principles of health reform which I would
like to address this morning.

The first principle, that of universality, is really the guarantee
that every American is insured and assured coverage at all times.
No insurance company or employer should be able to discontinue
that individual's or that family's coverage.

-The way to achieve this is to require that everyone participate
in the system, particularly that all employers will pay a substantial
share of that cost. The President's plan requires that every citizen
and every employer participate, and recognizes that anything less
could leave mi lions uninsured as they are today.

Neither the bill sponsored by Senator Breaux, Senate Bill 1579,
nor Senator Chafee's, Senate bill 1770, provides that same guaran-
tee. While the Chafee plan does include a mandate, it is on individ-
uals, however, not on businesses. While this has the potential to
provide universal coverage, it also could prompt employers who
now provide insurance to drop it, resulting in tremendous disloca-
tion, particularly for children who are dependents of those working
families.

The plan sponsored by Senator Breaux offers no provision for
universal coverage and instead relies on the market and insurance
reforms to encourage employers to offer coverage to employees and,
in fact, repeals Medicaid, setting up pools for low-income families
to purchase coverage, with subsidies based on income.

Some of our concerns about this is that it perpetuates a separate
insurance system for the poorest Americans, which we hoped that
national health reform would resolve, pooling the poorest Ameri-
cans in with working families and every other family.

The second fundamental principle of reform is that children re-
ceive a comprehensive package of benefits which meets their di-
verse health and medical needs, taking into account unique needs
of low-income children whose health problems, as you know, are
compounded by poor health status associated with poverty and
whose families do not have the resources to get children care out-
side of what would be in that basic benefit package.

This is very critical because one in five children today is poor and
the numbers are even worse for black children, nearly one in every
two black children; and for Latino children, it is nearly 40 percent.

So Medicaid's benefit package, which is the EPSDT benefit pack-
age, is something we support coverage for all children. It covers the
ful range of benefits available in most good private insurance
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plans, as well as other services whicb have proved critical for chil-
lw, dren, particularly children with developmental, physical or emo-

tional problems.
Neither Senate bill 1770 nor 1579 fully define the benefits family

would receive. Each requires that insurance plan cover preventive
services, which we fully support, and prescriptions, and eyeglasses,
hearing aids, and other services commonly provided in State Medic-
aid plans, if approved by a Federal board to individuals below pov-

et without a common and comprehensive set of benefits which

all Americans have, we would continue to face the problems we
have today of cost shifting and of having major gaps in coverage,
which will particularly affect the poorest Americans.

The standard benefit package in the President's bill also empha-
sizes preventive care, but goes beyond the other two plans I men-
tioned by defining the benefits available to every single American,
benefits comparable to a good private insurance plan.

The President's plan also provides additional or wraparound ben-
efits to Medicaid beneficiaries such as hearing aids, and rehabilita-
tion services, the respiratory therapy that you mentioned, which
are not included in the standard benefits package.

We would urge the committee to enact a common comprehensive
package of benefits defined by law, not subject to a Commission,
and to provide children particularly the most comprehensive set of
benefits possible, with the residual wraparound for poor and nearpoor children if a universal package is not comprehensive.

There is a growing consensus that prevention services are cost ef-
fective and important to include. But for a child in need of a hear-
ing aid or for a child with cystic fibrosis in need of respiratory ther-
apy, these services are just as critical, and, in fact, could be cost
effective as well.

A third principle for reform is that access to care be affordable
and funding for premium and cost-sharing subsidies must be ade-
quate and must be stable.

Since the plans that I just mentioned contemplate coverage
through private insurance, they are all financed for the most part
through flat or capitated premium payments. Given that, we would
hope that the committee will protect low-income Americans from
pang the same amount as someone earning say $50,000 a year
and so would take a serious look at how deep those subsidies would
go and to how high they would go.

I would urge you to consider subsidies for those above poverty.
We applaud each plan again in its recognition of this. Senate Bill
1759 subsidizes premiums for those people below the poverty level
and provides sliding scales for those between 100 and 200 percent.

Senator Chafee's bill starts with subsidies at 90 percent of pov-
erty, and those under 240 percent of poverty will eventually receive
subsidies, but only as caps in the growth in Medicare and Medicaid
provide the savings to fund those subsidies. And, in fact, the Presi-
dent's plan subsidizes premiums for those below 150 percent of
poverty.

In addition, insurance plans with high cost shaving have and will
continue to prevent low-income families from getting medical care.
A recent Office of Technology Assistance report, which you may be
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familiar with, recommended that Congress be cautious about the
extent to which cost-sharing is relied on to control costs, especially
for sick and low-income individuals. These individuals are the most
likely to benefit from receiving health care services at no out-of-
pocket costs and the most likely to be harmed by patient cost-shar-
ing requirements.

We would urge the committee to consider nominal fees, similar
to those under Medicaid program, for low-income families. Let me
just illustrate that with an example of why we feel so strongly
about the affordability issue and ensuring that all families, particu-
-larly poor and near poor families, have that access.

Take a typical family of four, so with two parents and two chili
dren say under five, with a full-time minimum wage worker earn-
ing $8500 a year. They would pay an average of $265 in co-pay-
ments for doctor's visits and prescription drugs. This is based on
some utilization information we analyzed from two national sur-
veys, at $10 per doctor visit and $5 per prescription drug co-pay-
ment level.

These co-payment estimates are based on average utilization
rates, so families with children with chronic health conditions, for
example, are going to experience significantly higher co-payment
obligations. When you ad in premiums and out-of-pocket costs for
the excluded services not in the basic benefit package, these costs
could be prohibitive for many families and result in the problem
that is so prevalent today-that of families putting off needed care,
resulting in higher costs down the road.

Finally, let me mention a few additional issues related to special
populations of children. Many children and adolescents in the fos-
ter care system receive health care services for the Medicaid pro-
gram. These children are going to continue to require the Medicaid
scope of benefits and will need special attention, particularly since
they move around so much, in order to assure that their coverageis portable and their access to health care service is continuous.

Similarly, the many children who live with one parent or live
with a non-parental relative, like a grandparent or with- non-rel-
atives in informal settings, will also require enrollment and port-
ability protections guaranteeing that where they live, or who they
live with, or who is paying the premium is not going to pose bar-
riers to access to health care services they need.

We look forward to working with the committee to accomplish
these goals.

After reviewing a number of the bills under consideration in Con-
gress, we have endorsed the President's bill, since it does include
the fundamentals essential to assuring the health security to all
Americans.

We look forward to working with this committee to achieve these
goals, particularly because the health care of millions of children
depends on this committee and the decisions you make over the
next couple of months.

Thank you.
Senator RIEGLE. Thank you very much. We appreciate, too, the

work of the Children's Defense Fund over a long period of time.
Ms. REGAN. Thank you.
[The prepared statement of Ms. Regan appears in the appendix.)
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Senator RIEGLE. Dr. Lowe, we are pleased to have you and we
would like to hear from you now.

STATEMENT OF BETTY LOWE, M.D., PRESIDENT, AMERICAN
ACADEMY OF PEDIATRICS, LITTLE ROCK, AR

Dr. LowE. Thank you, Senator Riegle. I am here today as Presi-
dent of the American Academy of Pediatrics, representing our
47,000 physician members who are certainly dedicated to the
health of Americans, infants, children, adolescent and young
adults. We appreciate the invitation to address the important is-
sues of health care reform and how it is going to affect children.

Let me first take a brief moment though to salute you, Senator
Riegle, and this particular subcommittee for your determined ef-
forts to focus the health care reform debate on children. Your tire-
less commitment to children and their families, especially when
very few other people were working on their behalf, has already
made a big difference in the quality of some of these children's
lives.

Children today face many obstacles in our health care system.
One of the hardest, I think, to overcome is how people view child
health issues. They assume what is good for adults is good for chil-
dren. Our record over the past few years certainly has suggested
the contrary.

Children are not little adults. They have specific problems, as
adults do, and these problems need to be addressed specifically in
shall we say children's language.

This importance of addressing child health issues is not simply
an act of compassion. Providing children and adolescents access to
child-oriented quality health care with an emphasis on prevention
is the single most important economic decision that would be made
in the health care reform debate.

As you write this legislation, particularly here in your Finance
Committee, we feel that you face a choice-I think you mentioned
this-to deal with these problems when children are young or
America will pay tenfold down the road.

Morally, economically, medically, keeping children well and pre-
venting their illnesses makes sense. It is a constant struggle today
to integrate children in our current health system. Children with
relatively minor problems, like ear infection, show up in emergency
rooms, which is a terribly expensive way to get the care they need.

Children with cancer or other kinds of chronic disease are at con-
stant risk, along with their families, because they stand a constant
threat of losing their insurance coverage, if they have it. Young
parents have a great deal of difficulty getting their children their
routine immunizations.

We do not presume-to know all the answers to these questions.
But certainly one problem is that our current system is geared to-
ward adult care and we as children's physicians, we aie forced to
try to fit children into this system every day.

In addition, to the hat as President of the Academy, at home in,
Arkansas I am a general pediatrician among other things and I see
children with chronic disease. I see children with rheumatoid ar-
thritis and that sort of thing.
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Telling a family that their child is ill is one of the toughest
things that they are going to have to deal with. The illness in itself
is enough. But the problem is compounded if I tell a family that
a child has a diagnosis of rheumatoid arthritis, I have subjected
them to two long-term problems.

One, if they have insurance, they are locked into wherever they
get that insurance because they cannot move it. They will never get
insurance for that child again. On the other hand, if the 2-year-old
did not have insurance in the first place, certainly that I note
chronic disease, the diagnosis is going to prevent that family from
having that child have any medical coverage. That is a tremendous
burden on top of their problems with the illness, per se.

When families have insurance their families have to fight the in-
surance companies who are today too often making decisions about
what, when and by whom their children will get care. These chil-
dren are being subjected to the thought that if a child has heart
disease an adult cardiologist is the one for them to see. That is per-
ha ps the person that is covered in their plan.

Adult cardiologists are experts in arthro sclerotic heart disease
and the diseases of adults. Unfortunately, our children have con-
genital heart disease, rheumatic fever and diseases that perhaps
most of the adults do not have; and it is the pediatric cardiologist
then who is trained to take care of that particular child. This is a
burning issue with us.

These families work with us, pediatricians, and candidly we are
being crushed by the avalanche of paperwork and regulations. We
spend a tremendous amount of time taking care of paperwork and
regulations that could be spent taking care of more children.

The Academy applauds President Clinton, First Lady Hillary
Clinton and other members of Congress who are working to put an
end to the bureaucratic overkill and to enact health care reform.

You mentioned the problem of the uninsured children. There are
a lot of them-9 to 12 million. In 1991, 58 percent of those unin-
sured children were dependents of full-time, full-year workers.
These are the children working class America. Unless our health
care reform addresses these children's health issues in children's
terms, all children-your children, my children, all children-are
vulnerable.

I know that through your questions you are going to discuss
some of the details of the various reform proposals, so let me men-
tion for a moment the report card on health care reform for chil-
dren that we released a short time ago.

We realize that the current debate is fluid right now, but we
thought it would be helpful to provide the members of Congress
with an independent snapshot ofhow children fare under the var-
ious Senate health care reforms.

Although there are some significant and meaningful substantial
improvements that need to be made, of all the health care reform
plans currently under consideration, President Clinton's health
care reform plan is the best for children.

We hope that perhaps you can use this report as a measure for
assuring us that children do not get lost in this upcoming health
care reform debate. It is the Academy's long held position that
health care reform for children must include a comprehensive bene-
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fit package, guaranteed financial access to the same class of care,
regardless of their parents' income, employment or location. No
child has any choice as to what sort of family or financial arrange-
ment that he is born into.

Insurance market reforms, such as guaranteed issue and reissue.
We believe that it is critical that our health care reform includes
a mandated comprehensive benefit package that will emphasize
prevention and primary care.

This package needs to spell out the specific benefits that address
the unique health care needs of children. In addition, the package
must also include a timely schedule for the delivery of these bene-
fits and services for them to be at a maximum cost effective behav-
ior.

If they are not specifically defined up front, children may not get
the appropriate benefits or even access. Preventive care, the core
of our pediatric medicine, currently is purely covered by many of
the insurance companies despite the fact that it has been shown to
be cost effective and it certainly is an efficacious medical venture.

A schedule has recently been developed by Maternal and Child
Health Bureau in the Health Care Financing Administration called
Bright Futures. This will be out early in 1994. This report exam-
ined in depth the issue of an appropriate schedule of visits for chil-
dren in greater detail than has been done in the past.

The use of an age-appropriate schedule of visits for delivery of
benefits and services to children is critical to achieve the greatest
value. Anticipatory guidance visits, for example, truly can play a
key role in avoiding things like injuries, drug abuse, disease and
even perhaps detecting or preventing some of our problems with
child abuse and neglect. The Academy urges Congress to adopt
Bright Futures as a norm for children.

Another issue of great concern to us is the children with chronic
illnesses and other disabilities. These children need access to a
broad multi-disciplinary group of services. These need to be mainly
community based and they must allow the children to participate
in all aspects of community life, specially school.

Under the main acute care plan in the Health Security Act, it ap-
pears that home health care and rehabilitation benefits, such as
speech and occupational therapy are available only after hos-
pitalization or injury. We would like to point out that in this par-
ticular language it truly does not address those issues, those diag-
noses, those problems that our children with chronic disease have
that are in need of this rehabilitative services.

It is true that many of our children who have chronic disabilities
can become functioning, productive adults if they receive these
services. We recommend that language be clarified to specifically
include these disabilities and diagnoses and that some of the more
overtly restrictive limitations be modified.

We think to ensure quality health care for children the Academy
encourages a concept which we refer to as a medical home. This isa source of regular and ongoing comprehensive health care avail-
able around the clock, 365 days a year. This medical home provides
preventive care, early treatment of acute diseases and the coordina-
tion of care for those with chronic or disabling conditions.

4o I



25

We believe that this is probably best provided by we pediatri-
cians. A feature of this medical home, it gives the child a health-
care base that they can always rely on and they can turn to. With-
in that context, it allows us to develop and expand our current
practice patterns to include more of a health care team, which can
not only take care of children's acute illnesses in a more cost effec-
tive fashion, but allows us to integrate some of our activities with
those that are going on in the communities such as health edu-
cation in schools and some of the health benefits that children can
receive in schools.

Since this is the Finance Committee, let me address one last sub-
ject. We recognize the importance of cost containment in any health
care reform proposal. In regard to children, specific cost contain-
ment measures should emphasize the benefits from prevention in
primary care.

I think we have a problem there because it is very difficult for
us sometimes to provide specific dollars. But, for example, several
years back when there was an epidemic of measles in Dallas, it
was estimated that the city paid more than a half million dollars
to take care of the illness associated with those children who had
measles.

In addition to that, that does not cover the fact that there were
several deaths and there were several children with long-term
chronic disease that came out of that epidemic. The unfortunate
fact is, that it would have probably cost less than $9,000 to have
immunized every single child and prevented the entire epidemic.

These are the kinds of figures and cost containment that we
know we can achieve, but it is very difficult to come up with spe-
cific examples.

We know that when health care is delivered in appropriate sites,
site costs can certainly be radically reduced. If children are seen in
physicians' offices instead of the local emergency room, that is an
obvious cost saving. Probably the cost in emergency rooms is two
and three times the cost of the office visit.

In addition to that, in response to some of the concerns about
having health maintenance visits in the core package, let me just
say that as a general pediatrician, if I see 100 teenage female girls
as a health maintenance kind of a visit, maybe I can be particu-
larly lucky and effective and I will prevent perhaps 10 of those
girls from becoming pregnant and being a teenage mother.

Now those 100 visits would probably cost around $3,000 to
$4,000. On the other hand, let us take the prevention of the 10
pregnancies. One of those girls would probably have a 2-pound pre-
mature, which would probably cost us around $100,000, much less
the possibility then of long-term chronic disability.

How much we can also save in regard to prevention of sexually
transmitted disease, drug abuse, encouraging children to finish
school, et cetera, all the things you do in health maintenance visits,
again, you cannot put a dollar amount on those kinds of preventive
services today.

In closing, we feel that we are faced with a historic opportunity
to reform our health care system. The Academy believes that pro-
viding all children and adolescents access to child-oriented health



___________~0~ -~

care should be the foundation upon which meaningful health care
reform can be built.

Health care reform for children is really about giving children a
chance to reach their potential in life. If we can keep our children
healthy, they can have a fair shot at education, which also happens
to be critical; and then they can make the best of their lives. That
is all anybody can ask for.

The 47,000 pediatricians in the American Academy of Pediatrics
earnestly look forward to working with the President and this com-
mittee as health care reform moves through the legislative process.

Thank you.
[The prepared statement of Dr. Lowe appears in the appendix.]
Senator RIEGLE. Thank you very much. Let me just ask you one

question before we go on. That is, do you now practice by yourself
or in a small group practice?

Dr. LowE. No, interestingly enough, I participate in a group
practice which is really the faculty of University of Arkansas
School of Medicine, so we have a large group.

Senator RIEGLE.. Have you done that for a long period of time or
were you in the private sector?

Dr. LOWE. I was in the private practice for about 10 or 12 years
and I have been a current faculty member now for about 17.

Senator RIEGLE. But to somebody who is a practicing pediatri-
cian, as you were before joining the faculty, would you now under
the plan that has just been laid out, you would have to be thinking
about how you sort of hook into an alliance, would you not? How
does that sort of strike you?

Dr. LowE. I think we are like the guy you talked about in the
pizza parlor. All of us realize that there is going to be tremendous
changes in the way we practice medicine, so we are apprehensive
and we do not know necessarily how it is all going to quote "work
out."

I think that in practice that we could see that the children we
take care of will have such a marked increase of benefits and a
much more viable way to have their health care costs covered that
we can tolerate some fluctuation in how we practice.

We feel that as primary care providers we would have no prob-
lem fitting in the accountable health care plans, for instance. We
have a valuable service to contribute. We think that we can fit into
those and we think that we can also develop a posture where we
can have some say as to what the children actually do receive in
the various plans.

Senator RIEGLE. Has the Academy thought through the issue of
how many pediatricians are likely to stay, you know, in a sense on
their own or maybe with this group of three or four other pediatri-
cians versus those that practice, in essence, fee-for-service medicine
versus those that are in a sense going to go into an affiliation with
a broad health alliance and, you know, the different kind of an ap-
proach that that may bring with it.
- Dr. LOWE. I do not think at the moment we would have any clear
handle on how many pediatricians would stay in the current fee-
for-service. I think a fair number will, particularly in the smaller
communities. In the smaller communities where you are the only
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group in town or you are the only pediatrician, you are going to
stay in a smaller system.

We have seen somewhat of a trend over the last few years that
more and more pediatricians are participating in some of the cur-
rent HMOs, et cetera, which is a more salaried thing. It all de-
pends on what our younger generation of physicians coming up
think is the most viable life style for them.

It is not going to be so much what pediatricians my age think,
it is what our residents and young pediatricians think. They will
judge a lot of their decisions, I think, on life style.

Senator RIEGLE. Thank you very much.
Dr. Redlener, we would like to hear from you now, and we will

make your statement a part of the record. We would like your re-
marks.

STATEMENT OF IRWIN E. REDLENER, M.D., PRESIDENT, CHIL-
DREN'S HEALTH FUND, AND DIRECTOR, DISION OF COM-
MUNITY PEDIATRICS, MONTEFIORE MEDICAL CENTER, AL-
BERT EINSTEIN COLLEGE OF MEDICINE, NEW YORK, NY

Dr. REDLENER. Thank you very much, Mr. Chairman. My re-
marks have been getting shorter and shorter as we listen to other
speakers. I am going to try very hard not to be redundant, but the
fact of the matter is thatI think that most pediatricians and most
people that care about children's health issues are really speaking
in some ways off the same page. And, in fact, I know you are com-
ing from that page as well. So I consider this a pleasure to be here.

I will try to just focus on the issue that is of particular concern
to me and my organizations which has to do with the most severely
disadvantaged children in the country in terms of their access to
medical care and what happens when they do or do not get that.

As a way of background just briefly, in New York we run the
largest health care program for homeless children in the United
States, but we have also started and support Mobile-based primary
care, pediatric programs for homeless as well as housed indigent
children in urban communities in Newark and Dallas and Wash-
ington, DC's Anacostia section and south central L.A., as well as
some very rural programs in the Mississippi delta region and west-
ern West Virginia and in the hurricane ravaged part of south Flor-
ida.

But all of the programs that we do operate have as a common
denominator extremely disadvantaged kids who have had the most
severe problems in accessing health care that one can possibly
imagine. So I am going to run through a few points that really re-
late to that particular population and then try to conclude with a
few principles that I think have particular bearing .on these chil-
dren and how all this relates to the health reform proposals on the
table.

I will tellyou in advance that we are really quite pleased about
the President's plan and feel that it answers, in essence, all these
central concerns that have to do with these children. I will try to
tell you why that is.

My essential concern here is that our country at this particular
time in histry has virtually an entire generation of what I would

call, to take off on what Betty Lowe just said, medically homeless
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children. I am going to explain this statement and tell you why we
have this problem and what this has to do with health reform.

In order to understand what a medically homeless child is, it
might be wort h just repeating what Dr. Lowe just said about the
absolutely necessity of children, all children, severely disadvan-
taged, including the well advantaged, to have what we are refer-
ring to now as a medical home, which is this comprehensive pre-
vention oriented community-based place where health care is re-
ceived in a comfortable, compatible manner for families, where
medical records are kept, where whole health care is organized on
behalf of a child and a family.

And under that organization we are able to do things like track
immunizations, most appropriately care for kids with chronic ill-
nesses; and to put it another way, deliver the right kind of care at
the right time and in the right place. And to put it just a third
way, we are talking about the kind of care that is routinely avail-
able to people in mainstream pediatric practices that many middle
class children enjoy in this country, and they should enjoy, but
which many underserved, especially economic disadvantaged and
some racial minority groups have not enjoyed to the extent that
they should.

So in the context of this description of what I would consider to
be an appropriate medical home environment, therefore the medi-
cal homeless child in a sense is a child with no identified stable
place of reliable health care. it was, therefore, relegated to getting
care in emergency rooms when care is usually too late.

Senator RIEGLE. Can I just ask you one question?
Dr. REDLENER. Yes.
Senator RIEGLE. Based on your research or your own sense for

the history, if you were to go back to the 1960s, for example, how
many kids in the country would have been medically homeless chil-
dren I mean, either in number or percentage of kids versus today.

In other words, what does the trend line look like as nearly as
you can judge, say, over the last three decades?

Dr. REDLENER. I think the trend line in essence to a certain ex-
tent follows the level of increase in child poverty in the United
States on the one hand; and secondly, also follows the trends to
fewer and fewer people, relatively speaking, having health insur-
ance coverage.

There are some other complex issues involved here, but I think
the numbers at this point are really quite staggering. In effect, as
I was going to explain in a second, that I think it is really we are
dealing with at least 20 to 25 percent of our population'that is cur-rently not getting what I would consider to be, and I would suggest
that many pediatricians would consider to be, an appropriate place
and array of health services.

I think it is really an enormous problem that we have not really
appreciated. But it is very important now that we are on the brink
of really reforming the nation's health care system that we finally
and full bring these children and families into an appropriate
level and organization of health care.

I think that as we go through this, it is clear that when we look
at where children are getting health care today in the United
States, one place is in the emergency rooms, as I was saying, where
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it is extraordinarily expensive to deliver health care. But it is also
not even very good.

Unless you have a life-threatening illness, you do not belong in
an emergency room. And especially as a child, you need to be kept
out of emergency rooms and into the doctors offices and clinics
where appropriate prevention and comprehensive care can be deliv-
ered.

The other thing we have done to children who are medically
homeless is, we have provided a tremendous amount of what we
would call categorical care. You know, we will et an immunization
drive here. We will touch some kid. Or a lead screening program
or somebody will do a TB testing, it is all this sort of random, cha-
otic delivery of services which are in essence health care and what
I have referred to as health care in fits and starts. That is an abso-
lutely terrible way for children to get health care.

The consequences of all this random chaos in how many children,
especially poor children, get health care are some results that are
very upsetting to us. I think we have been reacting to many of
these consequences in the wrong way. Some of these consequences
include things like when we look at the immunization situation in
the United States, we are seeing that in many of our cities 60 to
70 percent of the children at age 2, for example, are not up-to-date
in their immunization schedule.

But what we do not actually realize is that on top of that we
have probably millions of children with the chronic conditions that
Dr. Lowe has referred to who are disadvantaged who are not in
medical homes and, therefore, not getting appropriate attention to
those chronic conditions.

We see every single day children with asthma that are so short
of breath they cannot get up the stairs to go to the places where
they are staying in the welfare hotel. They are too exhausted and
short of breath to do their homework. This kind of situation is ab-
solutely atrocious. My feeling is, it is directly related to the lack of
an appropriate medical home environment for them.

And even on the acute conditions-this absolutely staggering to
me-we see at least 100 children every single year in our New
York project alone who are kids who come to us because they have
been reported as having learning disabilities or behavioral prob-
lems. We find out that they cannot hear well. They cannot hear
well because they have chronic ear infections. They have chronic
ear infections because they have not gotten their acute ear infec-
tions treated.

They have been to an emergency room where there are some
antibiotics being given. There is no follow-up and it is an absolute
disaster. So for the lack of a little attention in a comprehensive 2
health care environment, we have kids who are actually failing in A
school and will, I propose, go on to be far less productive, happy
citizens of this country in not too many out years from now.

Think in terms of the numbers at ou started to ask about
before, let us assume that there is 10 million or so uninsured chil-
dren in the United States. There are some number of millions who
are underinsured, where their families may have insurance, but
that insurance policy may not cover the prevention and comprehen-
sive care that children need.
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Besides that, we are dealing with Probably a million to 2 million
homeless children, migrant kids, kids who are living in absolutely
atrocious, isolated, rural poverty environments or more startling
kids on Medicaid by the millions where there are no Medicaid pro-
viders or very few Medicaid providers. So in essence they may have
the insurance card, but they certainly do not have the health care.

I think all this adds up to a good 15 million children and we only
have about 65 million kids in the country. I think it is an intoler-
able situation.

Now what I have seen in looking at the administration's proposal
here that has bearing on this problem is that first of all that we
clearly have guaranteed universal coverage and that is absolutely
something that must be a part of any health reform package.

Secondly, as has been mentioned by a couple of people, the abso-
lute necessity to have a defined, articulated, detailed benefits pack-
age that we all can look at and understand and see whether it cov-
ers the prevention and comprehensive care that is needed, to see
if it, in fact, is providing what we are calling this medical home.
It is very important that that be on the table.

I would, in essence, if it were up to me, reject out of hand any
kind of proposal that does not absolutely and in detail define the
benefits for children.

The third thing I see in President Clinton's proposal is a very re-
vamped and extraordinarily well-enhanced public health infrastruc-
ture that will actually bring to the table support for many of these
enabling services that will actually let the people who do get health
insurance get the care they need-the transportation, the trans-
lation, the child care, whatever it is they need.

And furthermore, that this new public health vision includes a
significant amount of resource development to provide those facili-
ties and structures to allow health care programs for children de-
velop where they are needed.

And finally, the other thing I see that I like a lot in the Presi-
dent's plan is significantly more money for the National Health
Services Corps, community health centers, the development of pri-
mary health care providers through a number of mechanisms. I
think all this makes me a believer in what is being presented here
and I think wanting to support this.

What I am very worried about, however, is that if some of the
basic principles are not safeguarded through what is going to be,
I am sure, a grueling Congressional process, will we be left with
something at the end of this that does reflect what is in the Presi-
dent's bill, which I know is what is in your mind what should be
health care.

I would like to just in conclusion, in essence, mention what I
think those safeguarding principles need to be. First of all, is that
if in fact we are not going to have a children first kind of approach
to this, which I think is not in the President's bill and probably
might be difficult to work out, then at least what we must insist
on is a very fast track to universal access. The faster the better.

I think January 1, 1998 is sort of the outside date that I would
like to see; and I would like to see it, in fact, happen much sooner.

The second safeguarding principle is that we are depending upon
the friends of childen in the Congress, I think, to make sure that
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the children's benefit package in the President's bill, or whatever
bill, does not get eroded by the actuarians who are going to come
around and tryto chop things off to save money. I do not want to
see the money saved in health care reform come on the backs of
children, especially those disenfranchised children who have really
taken it severely over these last few decades.

The third principle has to do with safeguarding those public
health system enhancements that I just mentioned, especially
around the enabling services that will really make the difference
between simply having insurance coverage and actually getting
health care. We are hoping that can be attended to.

Now, the fourth thing I want to mention I think is a little more
arcane, but to me may be more important than all the rest. it is
very important to me that as we lay out a plan that has State flexi-
bility in the face of Federal guidelines, it is very important that the
reform principles not be allowed to be undermined by State's rights
to create a flexible response to these Federal guidelines and, in
fact, undermine the assurances that all children will actually get
health care and health care of a comprehensive type.

I guess when the dust of flexibility settles, we should not see
poor or minority kids in the delta of Mississippi or Arkansas for
that matter having second class health care or no health.

So who is going to make sure that as we fall all over ourselves
to make sure that States are comfortable, that the plan is flexible
to allow them to do what they need to do, that we will, in fact, still
have at the end of that road the assurances that everybody is going
to be in the system and especially the children who need to be in
that system.

In terms of the other plans on the table, I think all this has been
articulated enough, although the one plan I have not heard any-
body say anything about is the single-payer approach which has
not been discussed very much here.

I want to say for a couple of reasons that we should make at
least a brief comment about single-payer approach to this, pri-
marily because I come from a very, very strong single-payer advo-
cacy perspective and undergone some kind of transformation over
this last year or so; and secondly because I know the significant
Congressional support for single-payer; and thirdly because I know
there is great public sector very actively in support for single-
payer.gut here is the problem with single-payer as it affects children

and children's health care and especially disadvantaged kids. Num-
ber one is, the single-payer, Canadian style health reform encour-
ages solo providers to do their thing. The solo practices in counter
based medical practice-I did something; here is the money for it;
and thank you very much.

It discourages, in fact, health care team work. And health care
team work, as far as I am concerned, is absolutely essential to
making sure that we have good comprehensive organized health
care, especially for children with chronic illnesses and kids who are
disadvantaged.

The second problem with Canadian style single-payer reform is
that it is a system that is very encounter driven, as I just said. But
America has 70 percent of its doctors as specialists, only 30 percent



generalist. If tomorrow we instituted single-payer on our current
system, we would have a specialist driver encounter fee-for-service
system that would be an absolute nightmare to control and to keep
costs under control. I think that would be a major problem.

The third thing is that in single-payer it is very difficult, in fact,
to ensure quality and oversee utilization without having a massive
regulatory bureaucracy. I could get into more detail about that if
you wish. But I think that really is a problem.

The final problem is, there is nothing about fee-for-service single-
payer style health care is that a panacea for underserved areas. In
fact, you have to go through a whole series of incentive issues and
all you end up with is a lot of single, solo practices in areas of need.
I think we actually need more than that. And certainly our under-
served children need much more than that.

So in conclusion, I am just going to say that I am deeply con-
cerned about the fate of underserved and disadvantaged children
in the United States when it comes to health care reform because
for the last 2Y2 decades I have been dealing with their problems
in a variety of settings, starting with my first job running a Vista
clinic actually in east Arkansas of all places until today dealing
with these problems in urban and rural America.

I am hoping that you-and knowing you and your history person-
ally-no doubt will do whatever you can to safeguard the very basic
principles I mentioned and try to make sure that when we get fin-
ished with all this that the children who have been very much in
the back of the bus have a front seat in the new vision.

Thank you.
[The prepared statement of Dr. Redlener appears in the appen-

dix.]
Senator RIEGLE. Thank you very much.
Senator Danforth, our last witness this morning, Dr. O'Donnell,

of course, is here from Kansas City. I think you might want to
make some remarks about that.

Senator DANFORTH. Well, thank you, Mr. Chairman. I did come
here expressly to see Dr. O'Donnell. I am sorry that I was not able
to be here earlier in the hearing.

But Dr. O'Donnell is the President of one of the great institutions
of our State-Children's Mercy Hospital. He has been very, very
generous with his time and with his good words in providing me
and members of my staff with a lot of input in the area of health
care, particularly with respect to children. I am very happy to see
him here today.

Senator RIEGLE. We are delighted to have you and we will put
your statement in the record. We would like your remarks now.

STATEMENT OF RANDALL L. O!DONNELL, PILD., PRESIDENT
AND CHIEF EXECUTIVE OFFICER, THE CHILDREN'S MERCY
HOSPITAL, KANSAS CITY, MO, AND MEMBER, BOARD OF
TRUSTEES, NATIONAL ASSOCIATION OF CHILDREN'S HOS-
PITALS AND RELATED INSTITUTIONS, KANSAS CITY, MO
Dr. O'DONNELL. Thank you very much, Mr. Chairman. I am de-

lighted to be here and appreciate your interests in children's health
care and am particularly appreciative of Senator Danforth's dedica-
tion to the children of our state. We have had the opportunity on
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' several visits at Children's Mercy Hospital to discuss health care
reform.

I am also a Trustee of NACHRI, the National Association of Chil-
dren's Hospitals and Related Institutions. We also appreciate the
opportunity to testify on its behalf.

Children's hospitals .play an essential role in the delivery of care
to the most vulnerable of children-the sickest, the poorest, and

-those with the most specialized care needs.
Children's hospitals also play other essential roles because they

train the next generation of pediatric health professionals and they
are engaged in medical research for children. We bring two fun-
damental observations to the health care reform debate.

First, children desperately need comprehensive health reform be-
cause they are at the front lines of erosion in private health pov-
erage. Second, health care reform must be tailored to fit children's
different health care needs because when it comes to children's
health care one size will not fit all.

I would like to discuss each observation in more detail. Children
need comprehensive health care reform. Studies show that in the
struggle to cope with rising health insurance costs, both employers
and individuals often draw the line first at paying for dependent
coverage which hits children the hardest.

As a consequence, more than one in three children now depend
on either Medicaid or on charity to pay for their health care. That
proportion continues to grow. Thanks in part to the efforts of this
Subcommittee, Medicaid has become the nation's health care safety
net for children. But many States are stretched to the limit by
their Medicaid programs. Medicaid and charity are not a finan-
cially sustainable safety net.

Children also are at the front lines of change in the health care
marketplace, which is rapidly converting indemnity coverage to
capitated managed care. Many States want to enroll all Medicaid
recipients into managed care plans. Since children and their moth-
ers account for 70 percent of all Medicaid recipients, they will be
affected the most by these state-wide experiments.

Health care reform is needed to give all children comprehensive
health benefits and to influence the way care is financed, so that
benefits translate into access. Children's hospitals look and feel dif-
ferent. These differences might be summed up by the slogan, "when
it comes to children, one size will not fit all."

We tailor health care to fit children's needs. Health care for chil-
dren is intertwined with the biological processes of growth and de-
velopment, while for us as adults health care is enmeshed in the
process of trying to delay our falling apart. They, therefore, must
also tailor health reform to fit children's needs.

I would like to give you four examples where there appears to
be bipartisan consensus. My first example involves standard bene-
fits. aders in both political arties advocate a standard benefit
package for all Americans, with emphasis on primary and preven-
tive care. That commitment is sure to benefit children for whom
such care is the most cost effective, if it provides a true medical
home, as Dr. Lowe and Dr. Redlener have already mentioned.

However, as experts in the care of children with special needs,
we know that it is equally important to focus attention on how the
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benefits will cover the needs of the child with a chronic or congeni-
tal condition, such as cerebral palsy.

For example, if standard benefits limit coverage of rehabilitation
to treatment of illness or injury as has been discussed, they could
be misinterpreted to not cover birth defects which result from nei-
ther illness or injury. That is why children's hospitals say that
standard benefits must be tailored to fit the needs of all children.

My second example of the need to tailor reform for children in-
volves managed care. Lead rs in both parties believe that in order
to restructure health care delivery, we need to enroll more people
into risk-bearing capitated health plans. We should give plans an
incentive to manage the care needs of individuals cost effectively
by giving them a single fixed payment per capital adjusted for the
risk of the individual.

Managed care has great promise to meet the needs of children
if the financial incentives facilitate their access to primary and pre-
ventive care. But if it is purely cost driven, capitated managed care
can have the opposite effect for children, denying them access to
appropriate care instead of assuring it.\

Because so few children require hospitalization, they depend on
regionalized centers more than adults. These regionalized providers,
also carry the added costs of caring for low-income patients, train-'
ing future health care professionals, conducting medical research
and caring for the sickest of patients.

In some markets, managed care plans refer only the sickest and
most expensive patients to children's hospitals and other pediatric
facilities. Other plans seek to prevent children's hospitals from con-
tracting with more than one plan, preventing the hospital from
serving a large enough population to sustain its comprehensive
services.

The fact is, many of the protections built into managed care-
risk adjustment, measures of quality and outcomes, for example-
have not been developed for children. If reform is built on capitated
managed care, it should manage the competitive market to ensure
children's access to the care they need.

For example, health plans should provide access to appropriate
pediatric subspecialists, not just adult specialists. Health plans
should allow pediatric specialty providers to contract with multiple
plans to maintain financial economies of scale and promote medical
proficiency in the care of children.

Health plans should contract with hospitals that have dem-
onstrated their effectiveness in serving low-income people. Reform
should also separate the funding of graduate medical education
from patient care and recognize the role and unique costs of teach-ing hospitals.

And finally, when health plans account for the cost and quality
of their care, they should do so in terms specific to children.

My third example of tailoring reform to children's needs involves
cost containment. There has been much debate about whether and
how to cap the growth in health care spending nationwide, as well A
as to regulate insurance premiums. But there is no debate about
capping the growth in Medicaid, at. least at a per capita level. That
is the equivalent of a defacto spending cap on health care for chil-
dren since half of all Medicaid recipients are children.
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Therefore, it is important to talk about the need for cost contain-
ment to fit children's needs. Children have different health care re-
source requirements than adults have. Nursing care is the largest
single expense in hospital care. For every hour in any hospital, a
charge on average requires 31 percent more routine nursing care
than adults.

Children's hospital patients require even more resource intensive
care. They are younger, sicker, and more likely to have a chronic
condition than children in general hospitals.

However, too often strategies to cap health care spending fail to
take into account these differences. We see proposals to cap na-
tional health spending based on an extrapolation of past spending
rates, in which the cost of children's and adult's care have been
averaged together.

Most advocates of capitated payment for health care have recog-
nized the need for risk adjustment. Without such risk adjustment
a health plan or provider who cares for a population that is dis-
proportionately at risk would be financially unstable.

However, risk adjustments specific to the needs of children, par-
ticularly children with special care needs, do not exist and will take
years to develop. We must begin now to invest in risk adjusters for
children as we embark on health reform.

That is why children's hospitals believe spending caps should be
based on need, not historical trends, and adjusted for the risk of
the child with special care needs, not the risk of adults with simi-
larly named diagnoses.

M last example of the need to tailor reform to children's needs
involves Medicaid, which is the Nation's largest and 'most impor-
tant child health program. No single program, public or private, af-
fects more children nationwide or more children in children's hos-
pitals. Therefore, it is especially important that great care be given
to how health care reform transforms Medicaid.

For example, many leaders in both parties want to eliminate
Medicaid disproportionate share payment adjustments. They argue
that these payment adjustments are oniy needed to pay for the cost
of care of charity patients.

However, for children disproportionate share payments represent
something entirely' different. In most States, including Missouri,
the Medicaid program makes disproportionate share payment ad-
justments because the base Medicaid rate is inadequate to cover
the costs of care. They are critical to the ability of children's hos-
K ptals to play an essential role in providing access to care to chil-

en of low income families.
In conclusion, Mr. Chairman, we are indebted to the members of

the Subcommittee for your past efforts to strengthen Medicaid for
children and for your new efforts to achieve comprehensive reform.
We are also indebted to President Clinton and Hillary Rodham
Clinton for their efforts to make health care reform a national pri-

we support many of the principles upon which the administra-
tion's proposal is based and we believe it is a good place from
which to start to build a coalition for reform.

Thank you for the opportunity to testify and I would be pleased
to try to answer any questions you may have.
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(The prepared statement of Dr. O'Donnell appears in the appen-
dix.]

Senator RIEGLE. Thank you very much.
Let me just start right in where you finished. Tomorrow I am

going to fly out to California to visit my grandson, an eleven-
month-old grandson, who is in the Children's Hospital in Los Ange-
les, after encountering a terribly difficult medical emergency that
has really created-nearly lost this little fellow about 3 or 4 weeks
ago. He is making something of a recovery.

But he took a real jolt to his brain in the process of his system
being interrupted by the medical problem that he had, which has
since been fixed. But in any event, I was able to watch the life giv-
ing care in that children's hospital.

I have an 8 2-year-old daughter who when she was had a very
serious appendicitis which was not easily found and finally the
Children's Hospital here found that problem and solved it. But she
was in the hospital for many days.

So I have had the opportunity myself, not just through constitu-
ent experiences, to see children's hospitals from the inside when
the lives are on the line. I am very struck by the all across the
spectrum of care from the pediatricians who are maybe single prac-
titioners or in a group practice now teaching others in the chil-
dren's hospitals and the effort by both the Children's Defense Fund
and the outreach that you, Doctor, and your colleagues are trying
to do is ranging across the country from Mississippi to New York
City, wherever.

I am struck by the need for us to have not just universal cov-
erage and protection and good primary care, but to make sure that
we are equipped to deal with the special situations that arige as
they just do. The children's hospitals remind me very much of the
school of the deaf in Michigan that I attended one time and how
these problems cut across all groups of all economic levels. One
place where you find everybody mixed together is in places like
that where you have acute problems.

It seems that in many cases a lot of the tougher problems are
in our low-income families and children, gravitating in with serious
situations of one kind or another into children's hospitals.

I have some concern as to what happens to children's hospitals
under this kind of managed care system and the degree to which
as these affiliations take place groups are formed. How do we take
sort of free-standing operations like children's hospitals which are
really specialized care institutions in a sense and make sure that
they not only can continue to function strong, professionally and fi-
nancially? How do we make sure that they do not somehow get end
played as these alliances are getting put together?

It seems to me like a children's hospital ought to be a natural
adjunct to any health alliance that is going to be out there because
we want to be able to route kids on through that need that kind
of intense, specialized sort of pediatric and children's focus. Is that
not right? A

Dr. O'DONNELL. Well, I think there are basically three ap-
proaches to addressing the dilemma that you are talking about,
Mr. Chairman. I think that one avenue that is available in the ad-
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m inistration's proposal involves the designation of essential com-
munity providers.

We certainly believe that children's hospitals by definition should
be recognized by any health care plan as an essential community

§ provider and utilized as such.
I think the second avenue that we need to approach is that we

need to recognize that every children's hospital has a huge fixed
cost investment in providing an availability of services. One of the

> shortfalls that we have had in our current environment is that we
are only reimbursed on the basis of utilization and not providing
an avlability.

Let me give two examples. In any hospital that has an emer-
gency room, there is a fixed cost for having that facility available
and staffed with the appropriate equipment 24 hours a day. Those
costs are going to be incurred by the hospital whether they havea patient or not. Children's hospitals certainly have an emergency
room, so they experience that side of the cost equation.

The second area though where it becomes particularly acute in
a children's hospital is that we provide unique tertiary care serv-
ices. Let us say, for example, that you have a child who comes into
the hospital in the middle of the night, 3 o'clock in the morning,
and the child needs open heart surgery.

You cannot just call up a temporary service and say, would you
please send over a pediatric cardiovascular surgeon, a team of
nurses, perfusionists, and the appropriate equipment. It just does
not happe .-You either have that service available or you do not.
There is a-significant cost tied to that availability.'

So the avenue that I would suggest is that the health care plans
involve the children's hospitals in the risk-sharing pool. They share
the capitated payment as opposed to just being a vendor of services
and therefore be paid on the basis of utilization.

Then the third element that I think is so important to maintain-
ing the community presence of the children's hospital is that we
separate out the costs of medical education. This is a cost that is
somewhat difficult to get at. It has been hidden over the years. But
all of our children's hospitals serve as the teaching ground, some-
times the only location for a University Department of Pediatrics,
for example.

Those costs are borne by the children's hospital. It is very dif-
ficult to be competitive in a managed care market when you have
to include those costs as part of your charge calculations. So I be-
lieve that those three elements will be significant in helping to as-
sure our survival.

Senator RIEGLE. How many children's hospitals are there across
the country?

Dr. O'DONNELL. There are approximately 100 children's hospitals
and in the neighborhood of 40 to 50 that would be comprehensive
in nature. Not every State has a comprehensive children's hos ital.

Senator RIEGLE. It is so interesting, this experience that we have
gone through, not to overly personalize it, but you know you learn
from these things and you can see what is going on, not just
through the cases of other people.

But when my little grandson became so sick and his stomach ac-
tually sort of had gone through his diaphragm up into his chest
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wall, and so it interrupted. He needed emergency surgery for that.
It is a very complex problem and not an easy one to spot or to fix,
as you say. At 3 o'clock in the morning you need a team and you
cannot really be thumbing through the yellow pages to find what
you need if you are going to sove a little tyke that is in that situa-
tion and they very nearly did riot.

I mean they managed to in this case but only because there was
a team at the ready that once the problem was diagnosed, as exotic
as it was, could go in and do a lot of stabilizing events, including
neurological damage that was occurring because of the interruption
of the flow of body fluids.

And now, of course, you know, having survived that crisis, there
is the whole rehab side of what happens with a little tyke that goes
through this kind of jolt. I think the ability for us to understand
the range of these problems and to make sure that the areas where
we made the gains we do not lose them, you know, the things we
have done that are good and really meet needs, are not com-
promised in a plan of this kind.

I think one of the difficulties is that when the legislative process
is never a neat, orderly process anyway. I mean it has been likened
many times by many writers to a sausage factory, you know, where
everything gets sort of gets fed in and the wheels turn and out
comes the sausage and you hope it is close to right.

I think in this instance, you know, we have so much at stake
here in terms of the public health and the affordability in the cov-
erage issues that we have to exercise some considerable care to
make sure that we do not grind things up in the process that we
did not have any intention to impairing.

I think children do stand out. I think we do not do a very good
job in America today of looking after the needs of our children,
whether they are the medical needs or other social and community
needs. In some respects I think we have thriving pet industries in
this Country, and as well we should because people love pets-dogs,
cats, whatever-and a lot of money is spent on food formulations
of all kinds. I mean you can get an endless variety of cat foods that
will take care of every conceivable kind of nutritional need that a
cat might ever have and that is all part of our system.

But, you know, I think in the rush of contemporary life, kids are
not doing all that well generally speaking, partly because families
are not. Families are under tremendous pressure. There is this
huge backwards slide economically for so many families in the
country.

Just the number of homeless children that you site, you know,
the numbers are really stunning, to think about kids that are in
effect roustabouts and they are going from shelters or, you know,
living in cars with their parents. I mean, these are not uncommon
circumstances today, whether it is New York or Detroit or wher-
ever.

I think where we have things in place that work, I want to make
sure that we hold that ground, I mean that we nail that down, and
not have that srt of compromised in the process, but to go on from
that to start to pick up the rest of the unmet needs. That, to me,
is the real promise of health care, is to finish the job and not to
compromise any part of the job that is now being done.
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I worry some about just the sheer complexity of the nature of
this problem. When you are trying to correct,so many things at
once, it is almost impossible to get it exactly right. So I want to
make sure that in the area of children, who really cannot fend for
themselves very well, that we are not surrendering any ground.

I want to make sure we hold all the ground we have and then
I want to sort cof take some new ground here, if you will.

So I want to thank you for your testimony today. I would hope,
too, that as we go down the track here that you will continue to
give us your thinking because there will be twists and turns in the
road. I would like to continue to get your input beyond just the
statements of today.

My staff is here and we will be spending the lion's share of our
time on these issues to try to make sure we get them right. So we
will welcome your guidance and your concerns as we go down the
track here.

Let me thank you again for testifying, for your leadership, each
of you, in your respective capacities and for coming today.

Ms. REGAN. Thank you.
Dr. LowE. Thank you.
Dr. REDLENER. Thank you.
Dr. O'DONNELL. Thank you.
Senator RIEGLE. The committee stands in recess.
[Whereupon, at 12:17 p.m., the hearing was adjourned.]





APPENDIX
ADDITIONAL MATERIAL SUBMITTED

PREPARED STATEMENT OF JUDITH FEDER

Mr. Chairman and Members of the Committee: I am pleased to come before you
today to talk about benefits for children under the Health Security Act. The commit-
ments for children set forth in the Act represent the best of what President Clinton
has pledged for our nation.

America's children face unprecedented challenges today:
* 9.5 million American children have no health insurance. -
* immunizations for children under the age of two are only 40-60 percent, with

some urban areas reporting rates as low as 10 percent.
* one in five American children had no contact with a doctor in 1992.

THE HEALTH SECURITY ACT

Mr. Chairman, we all agree that the nation must address these problems. I am
pleased to come before you today to talk about how the President's plan addresses
our moot vulnerable population and one of our most valuable resources--our chil-
dren-and how the Health Security Act provides services and benefits that win en-
able our children to stay healthy.

The Health Security Act guarantees that all children will have comprehensive
health care coverage. The Act provides a benefits package which includes a broad
range of health services and which prohibits plans from excluding children (or any-
one) due to pre-existing conditions.

Prevention ithe cornerstone of the Health Security Act. The comprehensive ben-
efits package includes a wide array of preventive services not covered by the major-
ity of today's insurance plans--immunizations, well-baby care, and other screenings
and early detection measures-which will prevent health problems or help resolve
them before they become serious illnesses.

Our first investment in healthy children is good prenatal care for mothers. To re-
move any financial barriers to these critical services, the Health Security Aci, pro-
vides for complete prenatal care with no cost-sharing.

The Act also provides all children full coverage of well-child care; immunizations
and preventive services with no cost-sharing. These guarantees are essential to en-
sure that all children get off to a healthy start. Also important to serving children,
the mental health benefit includes as part of its broad array of services coverage
for therapeutic family and group treatment homes day treatment, home-based and
behaAoral aide services-case management, and collateral services.

PROTECTING LOW-INCOME CHILDREN

. Under the Health Security Act, low-income families will have the same choice of
plans as other families in their area and providers will receive the same payment

regardlesss of the income status of the family. Families who today receive health care
through Medicaid will join the alliance and receive assistance n paying premiums
to ensure that their insurance is affordable. Eligible low-income families will also
receive assistance with cost-sharing.
, Very American, includin# those who are so poor that they currently qualify for
health coverage under Medecaid, will, be able to receive the federally guaranteed
beneit package. However, we recognize that some children who are covered under
Medicaid currently receive some services that go beyond the new array of benefits.
In an effort to insur that there is no gap in service for low-income children, the
plan includes a new, capped, federal program for poor children with special needs.
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We are -contemplating that this "wrap around" program will have uniform federal
eligibility criteria, roughly structured on current Medicaid criteria, and that it will
cover a federally determined set of services for eligible children under age 19. Basi-
cally, the services will include Medicaid services that are not included in the com-

S p~rehensivo benefit package, such as hearing aids, transportation, and some thera-
pies.

PROTECTING CHILDREN WITH DISABILITIES

Comprehensive coverage of-preventive care and medical treatment goes a long
way toward easing the threat of disease that faces all children and families in
America. But families who have children with chronic health problems or severe dis-
abilities face special challenges. In talking with parents of children with disabil-
ities--costly disabilities-I have met many families who have shared their stories
with me. A single mom with two children with cystic fibrosis whose insurance pre-
iniums nearly double every year. The parents of a six-year-old whose extensive need
for medical supports have exhausted the lifetime limits of their insurance coverage.
The mother of twins born prematurely with cerebral palsy, seizure disorders, and
mental retardation, who has no insurance at all.

Outlawing pre-existing condition exclusions will help these families enormously.
But many of them need more-they need long-term supports to help them keep
their kids at home, in the family, in the community. Families are not looking to be
replaced by a service system-but they need some reinforcement. They need a real
choice beyond institutionalizing their children or bankrupting the whole family to
keep their children at home. The plan offers real hope, in the form of a major new
expansion in community-based long-term care.

One set of uniform eligibility requirements will exist across all states. Children
can qualify for this program if they are in one of the following groups:

children under the age of six who would otherwise require hospital or institu-
tional care; or
individuals with severe or profound mental retardation; or
individuals with severe cognitive or mental impairments; or

* individuals who need hands-on or stand-by assistance, supervision, or cuing toperform three or more of five activities of daily living (eating, dressing, bathing,
toileting, and transferring.)

The new long-term care program, which represents a major increase in spending
for community-based long-term care, will provide a range of community supports to
people with severe disabilities, regardless of their age or income. This new program
will be financed jointly by states and the federal government. However, it will differ
from Medicaid in that federal match rates will be higher but capped, you will not
have to be poor to qualify, and the program will be highly flexible.

The new long-term care program is designed to build on state innovation and cre-
ativity in responding to the needs of people with-severe disabilities and their fami-

- lies. The range of services that may be covered includes everything from skilled
home care, to occupational and physical therapy, to respite care to relieve stressed
families.

The federal share of this program is capped, and the new funding is phased in
over seven years. When fully implemented, we anticipate that this program will go
far in addressing-approximately $38 billion per year-in the oft-cited "institutional
bias" in federal long term care spending.

In addition, the Medicaid long-term care program will continue for low income
children both institutional services, including ICFs/MR; and community-based serv-
ices, including personal care, home health, and Medicaid home and community
waivers.

OTHER INVESTMENTS FOR CHILDREN

The President recognizes that insurance alone can not meet the needs of our chil-
dren. To help improve access to appropriate care and to help prevent disease and
promote health, the Health Security Act includes several new investment proposals.

First, the Act includes two new grant programs to support school health education
programs and to fund school health services. Under the Act, $50 million per year
will be authorized to support the planning and implementation of comprehensive
school health education programs for children in kindergarten through grade 12.

In addition, the Act authorizes $100 million per year rising to million per
year by 1999 to help fund school health services including preventive health serv-
ices, mental health and social serVice counseling substance abuse counseling, care
coordination and outreach, management of simple illness and injuries and referral
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and follow-up for more serious conditions. These funds will be targeted to adoles-
cents and communities most in need of support.

In addition, new funding will be authorized to help support public health initia-
tives of special importance to the health of children including unmunizations, lead
poisoning screenings health education and violence prevention.

Finally, the Health Security Act invests in primary care and enabling services
such as transportation and outreach services and in the training of primary care
doctors including pediatricians, obstetricians and family physicians to ensure that
children and expectant mothers will not lack appropriate medical care.

CONCLUSION

Mr. Chairman, the Health Security Act was designed to guarantee all Americans
access to comprehensive medical care. In particular, the Act's investment in the
health care and health security of our children is one of the best investments we
can make in our future.

PREPARED STATEMENT OF BErY A. LowE
Mr. Chairman, members of the Committee, I am Betty Lowe, M.D., President of

the American Academy of Pediatrics. I am here today representing our 47,000 physi-
cian members who are dedicated to the health, safety and well-beng of infants, chil.
dren, adolescents and young adults. Thank you for inviting me to address the impor-
tant issue of health care reform and its effect on children.

Children face many obstacles in the health care system, but one of the hardest
to overcome is how most people view child health issues. They assume that in
health care reform, what's good for adults is also good for children. The record sug-
gests the contrary. The bedrock of the health care reform debate should be: as chil-
dren go, so goes our country.

The importance of addressing child health issues must not be viewed sim ly as
an act of compassion. Providing children and adolescents access to quality health
care, with an emphasis on prevention, is the single most important economic deci-
sion that will be made in the health care reform debate. As you write this legisla-
tion, specifically here in the Finance Committee, you face a choice: deal with these
problems while children are young, or America will pay ten-fold down the road. Mor-
ally, economically, medically, keeping children well and preventing illness makes
sense.

But if that's true, then why do children have to struggle to become integrated in
the current health care system? Why are children with relatively minor problems,
like ear infections, showing up in emergency rooms with chronic problems? Why
should children with cancer or other serious diseases be at risk because their.par-
ents lose their insurance coverage? Why do young parents have trouble immunizing
their children? I don't presume to know all the answers to these questions, but
do know these problems seriously effect children and their families.

Having a sick child is one of the toughest things parents have to deal with. Unfor-
tunately, their anxiet is compounded by a health care system gone awry.

Families have to fight with insurance companies--because insurance companies
are too often making decisions about what, when and by whom their children will
get care. These families work with pediatricians who are being crushed by an ava-
anche of paperwork and regulation. The Academy applauds President Clinton, First

Lady Hillary Rodham Clinton, and other Members of Congress who are working to
put an end to this bureaucratic overkill, and enact comprehensive health care re-
form.

I know through your questions we will discuss the details of the various reform
proposals, so let me turn for a moment to the Report Card on Health Care Reform
or Children that was released a short while ago. While we realize that the health

care reform debate is very fluid right now, we thought it would be helpful to provide
Members of Congress with an independent snapshot of how children fare under var-
ious Senate health care reform plans. Although there are some significant and
meaningful substantive improvements that need to be made, of all the health care
reform plans currently under consideration, President Clinton's health care reform
plan is the best for children. I hope that you will use this report as a measure for
assuring that children don't get lost in the health care reform debate.

ACADEMY EFFORTS

The American Academy of Pediatrics has long been a proponent of health care re-
form focusing on the health care needs of our nation's children and youth. As you
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know, of the approximately 37 million Americans who have no health insurance
11.8 millon children under the age of 21 are uninsured. Who are the uninsured
In 1991, 58% of uninsured children were dependents of full time, full year workers.
In essence, they are the children of working class America. Many children are with-
out adequate insurance coverage for necessary treatment services and for even the
most basic care needed to prevent unnecessary disease and death. Still others are
"uninsurable" because of preexisting, chronic or recurring conditions. For too long
children (and women) outside the labor force have been only incidental, indirect and
insecure beneficiaries of health insurance. The objective should not be to simply in-
sure against risks of unexpected costs, which is the premise of the insurance model
today, but to provide for routine preventive care as well. The record simply does
not support the contention that if society takes care of adults, children will be cared
for as well. We must not forget our nation's children in this debate.
S. 1456: "The Children and Pregnant Women Health Insurance Act of 1993"

To assure that the needs of children would not be lost in the health care reform
debate, the Academy worked with Senator Chris Dodd (D-CT) in an effort to estab-
lish health care as a right for all children under age 21 and pregnant women. Sen-
ator Dodd introduced S. 1456, "The Children and Pregnant Women Health Insur-
ance Act of 1993 on September 14, 1993." We commend Senator Dodd for his ongo-
ing efforts to speak out for children in this debate. While we support comprehensive
health care reform for all Americans, S. 1456 serves as our benchmark for children's
health care, by which the American Academy of Pediatrics will evaluate all other
health care reform proposals.

Let me also at this time, salute Chairman Rieqle and this subcommittee for your
determined efforts to focus the debate on children a needs.

The American Academy of Pediatrics' role in the coming months will be to ensure
that children's needs are addressed in the health care reform debate. Toward that
end, we need to develop a "child proof" proposal that will protect children's health
care services. The Academy urges Congess to consider the following key issues:

COMPREHENSIVE BENEFIT PACKAGE

It is critical that health care reform include a mandated, comprehensive benefit
package that emphasizes prevention and primary care and spells out specific health
benefits that address the unique health care needs of children. If they are not spe-
cifically defined up front, children may not get appropriate benefits, or even access.
Without such a mandate, it becomes difficult, if not impossible, to guarantee cov-
erage. Preventive care, the core of pediatric medicine, currently is poorly covered by
many insurance companies, despite the cost-effectiveness and medical efficacy. The
Academy believes that preventive care is critical to any proposal designed to provide
a healthier future for our children. Benefits should meet the unique health care
needs of children recognizing that children are not 'little adults." To ensure that the
benefit package continues to provide appropriate benefits for children, there needs
to be adequate pediatric representation on all national and state boards created
under health care reform. The fact is, whenever the standard benefit package is fi-
nally established, that is probably all that most children will get. While adults may
purchase supplemental benefits, chances are that children will be left with whatever
benefits they get from the standard benefit package.
Age appropriate schedule of benefits and services:

Also key to any continuous, comprehensive benefit package that addresses chil-
dren's needs, is a timely schedule for the delivery of those benefits and services. A
schedule has been developed by the Maternal and Child Health Bureau (MCH) of
the U.S. Public Health Service and the Health Care Financing Administration
(HCFA). The report, "The National Guidelines for Health Supervision of Infants,
Children and Adolescente or "Bright Futures," involved over 150 distinguished pro-
fessionals representing child health and related perspectives, and is due out early
next year. This report examined the issue of an appropriate schedule of visits for
children in greater detail than any other report, including the much-quoted U.S.
Preventive Services Task Force Report, which ironically, never studied this particu-
lar issue in depth.

The use of an age-appropriate schedule of visits for delivery of benefits and serv-
ices-to children is critical to achieve the greatest value for the benefits provided. An.
ticipatory guidance visits, for example, can play a key role in avoidin 'injuries and
disease, and detecting child abuse and neglect. The earlier we get children in for
visits, the better chance those children have for a healthy and productive future.
The Academy urges Congress to adopt the National Guidelines for Health
Supervision of Infants, Children and Adolescents (Bright Futures Project)
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schedule of visits for delivery of benefits and services as the niorm for chil-
dren.
Children with chronic illnesses and other disabilities

: Children with chronic illnesses and other disabilities, as well as their families
-need access to a broad, multidisciplinary group of services, mainly community-
based that allow them to participate in all aspects of community life, especially

% school. Two to three million U.S. children under age 21 have significant and rel-
atively severe long-term health conditions. Many require few long-term benefits be-
yond regular health care services. However, of this larger group, about 50,000 are
assisted on a daily basis by major technologies, another 50,000 to 100,000 require

,2 other home and community services, and about 400,000 require limited non-physi-
cian services. -: .The President's plan holds important promise for children with disabilities, main-
ly through the assurance of universal access to basic health services. Plans for reha-
bilitation services, long term dare benefits, mental and substance abuse services and
organized systems of care however, need to be clarified.

It appears that under the main acute care benefit plan, home health care and re-
habilitation benefits (such as speech, occupational, and physical therapies) would be
available only after hospitalization or injury. Most children with disabilities will
survive to adulthood and with appropriate preventive and habilitative services can
become functioning and productive adults. We recommend that language be
clarified to specifical y include these children and that overly restrictive
limitation be modified.
Long-term care

The Long-Term Care (LTC) program within the Health Security Act is primarily
designed for older adults. Adult standards for eligibility, with the exception of tech-
nology-dependent children under age six are used. LTC services should be available
to all children through age 21, and standards for eligibility should be appropriate
for children.

The current long-term care proposal has very narrow eligibility, requiring limita-
tions in three or more activities of daily living or (for younger children) evidence
that services are needed to prevent institutionalization. These limits virtually ex-
clude children who need services. Furthermore, the plan allows a great deal of state
variation in determining eligibility and services, even to the degree of excluding
children. We suggest broader eligibility criteria, specifically similar to those
for determining eligibility for SSI disability payments for children. Fur-
thermore, more specific program standards should be set to ensure appro-
priate programs for children and adolescents with severe disabilities in
each state.
Mental Health and Substance Abuse Treatment

It is extremely important to ensure that there are viable alternatives to inpatient
hospitalization for children who need mental health services, so that they can re-
main with their families to the greatest extent possible. Intensive day treatment,
for example, can be better for the patient therapeutically, and more cost-effective
than hospital care in many cases. We strongly urge that children promptly
have access to the comprehensive mental health services they need without
restrictive limits.
Elimination of pre-existing condition exclusion clauses in insurance

Pre-existing condition exclusion clauses in insurance represent a serious and un-
necessary barrier to care for uninsured children. Uninsurability due to pre-existing
medical and mental illness conditions must be eliminated, and we commend the
President for his determination to do that in his proposal.

I Public Health
Only the MCH Block Grant contains funding targeted specifically for children

with special health care needs. Maintenance of funding support for the MCH
Block Grant program during the transition to health reform should be
adopted to ensure an explicit focus on MCH populations. In addition, fund-
hag for MCH population-based services (e.g., neonatal screening, poison
control centers) should be identified and covered.

There Is a further need to support the infrastructure of care. Needed programs
include regionalized systems of care for children with chronic illnesses, specialized
programs for children with developmental disabilities, regionalized perinatal pro-
grams and genetic screening and support programs. Health care reform measures
should explicitly describe means to support access to these activities, along with

j
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mechanisms to integte these structures with the basic health plan. As the Presi-
d dent has proposed, the plan also should provide funds for health promotion and dis-

5 ease prevention activities, including investigation of and control of adverse health
conditions, such as cooperative activities to reduce violence in communities.

QUALITY
We must ensure that health care reform provides quality care for children. Qual-

ity care for children involves specific referral to pediatric specialties. We need to
know, for example, that, in a life or death situation when a child with a heart prob-
lem is rushed to the emergency room, they will have access to a pediatric cardiolo-
gist. We need to ensure that all children who need emergency medical services will
receive care from properly equipped and age-appropriate facilities and trained per-
sonnel.
Medical Home

The Academy encourages the medical home concept for health care reform, be-
cause it gets to the very heart of the issue of quality. A medical home is a regular
and ongoing comprehensive source of health care, available around the clock, 365
days a year. It provides preventive care, early treatment of acute diseases and the
coordination of care for those with chronic or disabling conditions. The Academy be-
lieves that for children and adolescents, this medical home is best provided by pedi-
atricians.
One-tier system

The Academy believes that a one-tier system of health care must be established
in this country. Regardless of initial safeguards, any public plan designed primarily
for low-income people would eventually degenerate into a two-tiered system of care
as the result of inevitable political and economic pressures. Our experience with
Medicaid demonstrates this.

Medicaid has perpetuated a two-tiered system of care in which eligibility, benefits
and reimbursement limited by lack of funds, vary from state to state. Medicaid still
retains a welfare stigma andmust be applied for with a means-test administered
by the public aid system. Working class families struggling to stay independent find
this aspect of the program distasteful and resist enrolling their children.

The Academy understands that under the President's proposal, parts of Medicaid
will be rolled into the new system of alliances. While this is an important step in
achieving a one-tier system of care, we must ensure that no child loses any benefits
they currently have on Medicaid (including Medicaid's Early and Periodic Screening,
Diagnosis and Treatment [EPSDT] services) either during the transition, or once
they are in an alliance. Also, if health care reform limits the increase in Medicaid
funding, we must ensure that children still receive adequate and appropriate fund-
ing for the health services they need.

WORKFORCE
Passage of health care reform may eliminate financial barriers to needed health

care for many children and generate an increase in demand for primary care physi-
cians. These children and adolescents will need quality health care, the provision
of which can be complex and time consuming. Pediatricians are the most appro-
priate providers of primary care for infants, children and adolescents.
The Academy recommends

* The creation of an independent National Health Care Workforce Commission,
insulated from the political process and with broad and balanced representation
from the primary care community, including pediatrics, as well as the non-pri-
mary care community. Among the activities the Commission would be respon-
sible for are: projecting the aggregate need of the medical care workforce for the
delivery of health care; determining the necessary number of residency positions
on a national basis, including international medical graduates; and allocating
residency positions by specialty and subspecialty with regard to medical person-

- nel and population needs;
The costs of graduate medical education should be shared by all payers;

* Primary care residents should receive total compensation that is equal to or-
greater than other residency positions in the institution-

" Incentives should be encouraged, both short-term and long-term, for medical
students, :.sidents, and physicians (especially under-represented minority
groups) to choose primary care.

- K
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F Presently there is a national shortage and geographic maldistribution of pediatri-
cians the effects of which could be acutely aggravated by health care reform. The
academyy believes that there is a need for increased support for primary care spe-
cldalties as a whole, and pediatrics in particular. To this end, we believe a short term
ietrategy must be accompanied by long term incentives for medical students, resi-
dents, and physicians (especially under-represented minority groups) to choose pri-
mary care.A full array of support for primary care should be considered including:

expansion of the National Health Services Corp; continuation and expansion of pri-
.a care training programs, such as Title VII; loan forgiveness in return for prac-
ticin# in identified under-served areas; loan repayment based on a percentage of
earnings; forbearance and deferment of low interest loans for entering primary care-
development and implementation by all payers of a pediatric RBRVS and increased
payment for pediatric services; increased funding for primary care research and
other system-wide supports for pediatric and other primary care specialties includ-
ing the reduction in administrative burden to primary care physicians.

COST CONTAINMENT

We recognize the importance of cost containment in any health care reform pro-
posal. However, we must not compromise our children's health care. With respect to
children, specific cost-containment measures should include the following:

* An emphasis on preventive care, as exemplified by the cost benefits of immuni-
zations, as well as long term gains in early identification and amelioration of
chronic disabilities;

* Targeted, income-adjusted cost-sharing;
• Delivery of health care services in appropriate sites, such as substituting costly

emergency room services with primary care in- an office setting and promoting
the medical home concept of continuity of care, and;

* Coordination of care for children with special health care needs.

CONCLUSION

As pediatricians, our intention is to focus the Congress and the American public
on the health care needs of children. To that end, as I mentioned earlier, the Acad-
emy has developed a Report Card on Health Care Reform for Children which offers
a snapshot analysis of how we view the adequacy of various health care reform
plans current under Senate consideration. It is important to note that this chart
is not exhaustive. We have, however, identified several issues important to children
and families. Our Report Card makes clear that although there are some significant
and meaningful substantive improvements that need to be made, of all the health
care reform plans currently under consideration, President Clinton's health care re-
form plan is the best for children.

The categories included in our Report Card highlight key issues for children:
Guaranteed coverage is critical to ensuring that all children receive the cov-

erage they are entitled to. Leaving such coverage optional will produce a health care
system where there will be children still without the health care coverage they so
desperately need.

A comprehensive benefit package must be spelled-out, up-front for children in
the package, if we are to guarantee that they will receive benefits appropriate to
their unique health care needs. The President's plan, along with S. 1456 and S. 491
specifically detail their benefit packages, rather then leaving such benefits to be "de-
termined later" by a national board or some other entity.

The comprehensive benefit package should include age-appropriate benefits,
where children get the care they need based on a timely schedule for the delivery
of those benefits and services. Children with special needs must not be left out.
It is important that appro riate coverage be provided to children not only after hos-
pitalization or injury but for chronically ill children as well.

All of the proposals on our checklist address the issue of insurance reform, but
not all of them produced a one-class system of care replacing Medicaid and guar-
anteeing that all children have access to a standard benefit packa e.

Promoting healthy lifestyles is critical for our nation's children, particularly
. adolescents. Issues such as smoking, drug abuse, and violence need to be addressed.

The President's plan provides a number of important initiatives in this area, par-
ticularly authorizing funds for school health education programs, including planning
grants for states and local education agencies.

Other issues such as mental health, choice of provider, pediatric research,
pediatric workforce and the role of the Public Health Service are key ingredi-
ents to developing health care reform that meets the needs of our nation's children.
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We are faced with a historic opportunity to reform our health care system. Provid- - -

ing al children and adolescents access to health care should be the foundation upon
which meaningful health care reform will be built. Because health care reform for
children is really about giving children a chance to reach their potential in life. If
we can keep children well, they can have a fair shot at m the best of their
ives, and that's all anybody can ask for. The 47,000 pediatriciats at the American

Academy of Pediatric earnestly look forward to working with the President and
this committee as health care reform moves through the legislative process.

Thank you.

PREPARED STATEMENT OF RANDALL L. O'DoNNELL

Mr. Chairman, I am Randall L. O'Donnell, President and Chief Executive Officer
of The Children's Mercy Hospital in Kansas City, Missouri. Children's Mercy is aregional pediatric medical center which offers comprehensive and specialized serv-iceshto all children, regardless of race, religion, residence, or ability to pay. Our hos-

pital is committed to education, research, and service as a child health advocate on
local, state, and national levels.

Thank you for the opportunity to testify before you about children's health needs
and health care reform on behalf of NACHRI, the National Association of Children's
Hospitals and Related Institutions. I am a member of NACHRIs Board of Trustees
and serve on its Council on Child Health Care Financial Requirements.

NACHRI represents more than 130 institutions in the United States and Canada,
including: free-standing acute care children's hospitals such as my own, pediatric
departments of major medical centers, and specialty children's hospitals devoted to
specific services such as rehabilitative care for children.

Children's hospitals play an essential role in the delivery of care to the most vul-
nerable of children-the sickest, the poorest, and those with the most specialized
care needs. For example, on average, children's hospitals devote nearly one-third of
their beds to children in intensive care units, more than 44 percent of their inpa-
tient care to children who depend on Medicaid, and more than 70 percent of their
care to children with a chronic or congenital condition. Children's Mercy is rep-
resentative. For example, it devotes 60 percent of its care to children assisted by
Medicaid, and 40 percent of its beds to intensive care.

Children's hospitals are essential to children's access to both the basic and the
specialized care they need today. They also are essential to children's access to care
tomorrow, because they are devoted to training the next generation of pediatric
health care professionals, and they are engaged in ground-breaking medical re-
search for children. For example, children's hospitals and pediatric departments of
major university medical centers represent only seven percent of all hospitals, but
they train the majority of pediatricians and the vast majority of pediatric sub-
specialists.

Because of their missions of clinical care, education, and research devoted to chil-
dren, children's hospitals bring two fundamental observations to the debate over na-
tional health care reform:

* First, children desperately need national comprehensive health care reform, be-
cause children are at the very frontlines of erosion in private health care cov-
erage and change in the health care marketplace.

0 Second, health care reform must be tailored to fit children's different health
care needs, because when it comes to children's health care, one size won't fit
all.

I would like to discuss each of these observations in more detail and then conclude
my testimony with a discussion of our views on the major health care reform legisla-
tion pending before Congress.

CHILDREN NEED COMPREHENSIVE HEALTH CARE REFORM

Children desperately need comprehensive health care reform, because they are at
the frontlines of the erosion in commercial health care coverage. Studies show that
in the struggle to cope with rising health insurance costs, both employers and indi-
viduals often draw the line first at paying for dependent coverage. Loss of depend-
ent coverage, coupled with pre-existing condition exclusions and life-time maximums
on coverage, hits children hard, especially those requiring the care of a children's
hospital.

As a consequence, more-than one in three children in the United States now de-
pends either on Medicaid, which is a critical but often underfinanced poverty pro-
gram, or on charity to pay for their health care. That proportion continues to grow.

-~ - "
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-In other words, in 1992, 13.6 million children depended upon Medicaid and another
9.5 million children were uninsured, representing 35 percent of the nation's 65.1
million children, according to estimates based on U.S. Census Bureau data.

Medicaid has become the nation's safety net for children's access to health care-
particularly children with special care needs. The emergence of Medicaid as the chil-
dren's safety net has been a tremendously important development. The children's
hospitals and the families they serve are deeply grateful to the members of this sub-

'committee, including its leaders, who fought for so many years to enable Medicaid
$ to cover more and more children left without private insurance. But we know that
.'tMedicaid often has been challenged to fulfill its promise to children because of inad-

equate resources for eligibility, outreach, and payment. We also know that many
states are now stretched to the financial limit by their Medicaid programs. In to-
day's fiscal and political climate, Medicaid and charity are an imperfect and ulti-
mately financially unsustainable safety net for children.

Children also are at the frontlines of change in the health care delivery market
place, and the pace of that change is about to step up substantially because of Med-
icaid. In health care marketplaces around the country, we are seeing a significant
new surge in the conversion of traditional indemnity coverage for fee-for-service
health care into managed care coverage, including enrollment in risk bearing,
caitated health plans.

Now, many state Medicaid programs are contemplating what the State of Ten-
nessee has just received federal permission to do-enroll all Medicaid recipients into
capitated managed care plans in a matter of only months. Since half of all Medicaid
recipients are children, and 70 percent are mothers or children, the conversion of
Medicaid fee-for-service to capitated managed care will be especially significant for
children and their ability to receive the care they need. If done right, managed care
holds great potential for children by creating incentives for them to receive the
health services when they can benefit most from them. But make no mistake about
it, the statewide Medicaid managed care experiments upon which states are em-
barking are experiments that affect primarily children.

That is why we believe health care reform is so important for children, both to
give all children coverage of uniform health care benefits and to influence the way
n which health care is financed so that universal coverage translates into access
to appropriate care.

HEALTH CARE REFORM SHOULD BE TAILORED TO FIT CHILDREN'S NEEDS

Many members of this subcommittee have visited a children's hospital-as a par-
ent, family member, or friend of a -patient or as a guest of the hospital. You know
that our institutions look and feel very different from other hospitals. You know
that the care givers who work with our institutions often have different training and
different experience than care givers in other hospitals have.

All of these differences that define the character of a children's hospital might be
summed up by the slogan: "When it comes to children, one size won't fit all. We
must tailor health care to fit their needs." This slogan may have a simplistic ring
to it, but it has profound implications for the way we deliver care to children. Just
this past summer, the Institute of Medicine issued a major report on emergency
care for children that concluded our health care delivery system is failing to meet
the needs of children who suffer from injury or trauma, because all too often our
emergency and trauma care services are designed to fit the needs of adults or "aver-
age" people, not the needs of children.

For example, because children have smaller veins that often are not receptive to
emergency injection of fluids, such injections may need to be made directly into their
bone marrow. And because children's blood is smaller, injured children frequently
experience a much faster drop in blood pressure. As a consequence of emergency
services not being designed to fit these kinds of different needs, children's survival
and recovery from injury or trauma can suffer.

The children's hospitals believe it is equally true that when it comes to healthcare reform, one size won't fit all. We must tailor the requirements of reform itself
to fit children's needs. I would like to give you four example of what I meany
focusing on four areas of consensus on health care reform between leaders in bot
political parties. These areas of consensus involve commitments to uniform benefits,
managed care, cost containment, and Medicaid's replacement.

Uniform Benefits.-Leaders in both political parties have advocated that the fed-
eral government establish, by act of Congress or independent commission, a uniformbenefit package for all Americans, with special emphasis on primary and preventive
care. That is a very important, bipartisan commitment which is sure to benefit chil-
dren, for whom preventive and primary care often is the least expensive and prom-
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ises the best financial returns in terms of well-being and future productivity. How-
ever, as experts in the care of children with special care needs, we know that it is
equally important to focus attention on how the benefits will cover the needs of the
child with a chronic or congenital condition, such as cerebral palsy.

For example, if standard benefits limit coverage for rehabilitation to treatment of
"illness" or injury," they could be subject to the risk of interpretation that they do
not cover congenital conditions, whi/h are the result of neither illness nor injury.
Or a limit on coverage to treatment that results in "improvement" of function could
deny coverage of therapies that would enable children with special needs to 'main-
tain" a level of function, allowing them to attend school or live at home. Or it could
deny coverage of therapies prior to surgery that could be essential to a successful
outcome. In addition, an "improvement standard may not recognize the need for
"habilitation" to help children attain function for the first time.

That is why children's hospitals say that the uniform benefits in health reform
must be tailored to fit all children.

Managed Care.- Leaders in both political parties believe that in order to restruc-
ture the way in which we deliver care, we need to promote more enrollment of indi-
viduals and families into risk-bearing, capitated health plans. Whether they call it
managed competition, managed collaboration, or something else, both Democratic
and Republican leaders on health care reform believe we should give health plans
an incentive to manage the care needs of individuals cost-effectively by giving them

single, fixed per capital payment-adjusted for the risk associated with the individ-
ual's health needs-for every individual enrolled.

Managed care has great promise to meet the needs of children if financial incen-
tives facilitate their access to primary and preventive care. Indeed, through the pro-
vision of multi-disciplinary care involving the family, many children's hospitals have
pioneered in managed care in the best sense of the word by trying to make sure
the child receives the most appropriate care, including inpatient care, only when it
is truly necessary.

But if managed care is purely cost-driven, it can have the opposite effect for chil-
dren, denying them access to appropriate care instead of assuring it. The fact is that
many of the protections essential to managed care-risk adjustment, public cost-
reporting, measures of quality and outcomes-have not been developed for children.
At the same time, because so few children comparatively require hospitalization,
they are more dependent than adults on having access to regionalized centers of
care. These are providers, both institution and individual, who see a large enough
volume of pediatric patients with specialized conditions that they are able to achieve
and maintain both expertise and efficiency in pediatric care.

Such institutions--children's hospitals-also carry the added costs of their com-
mitments to serving a disproportionate share of low income patients, training the
future generation of pediatric health care professionals, conducting pediatric medical
research, and caring for the sickest of patients. If driven only by costs and lacking
adequate tools for risk adjustment or measures of quality for children, managed care
plans often will refer only the sickest and most expensive patients to children's hos-
pitals and other pediatric specialized facilities, making them financially
unsustainable. Or, to gain competitive advantage, managed care plans will seek to
prevent children's hospitals from contracting with multiple plans which often is es-
sential for the hospital to serve a large enough population of children to sustain its
specialized services. These are not concerns borne out of speculation; these are the
real life experiences of children's hospitals seeking to fulfill their missions in man-
aged care driven markets today.

That is why children's hospitals believe it is so important that health care reform
built upon capitated managed care must manage the competitive market to ensure
children's access to the care they need. It is important to ensure that health plans:

provide access to pediatric specialists and subspecialists, so that when a child
needs a cardiologist or pulmonolgist or other subspecialist, it is one who is
trained in pediatric cardiology or pediatric pulmonology;
allow pediatric providers to contract with multiple plans;
avoid unnecessary duplication of regionalized services;
contract with and refer patients to hospitals that have demonstrated themselves
to be "essential" to the children of low income and medically underserved com-
munities;
contract with and refer patients to academic health centers and other providers
specialized in the treatment of rare and unusual conditions, including pediatric
specialized providers;

* separate the financing of graduate medical education from patient care reim-
bursement; and

-'t
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9 require health plans in accounting to the public for the costs and quality of
care, consumer satisiaction and health status of the population served, to re-
port in terms that are specific to children and their needs.

Cost Containment. -There has been much disagreement both between Democrats
and Republicans, and within their respective parties, about whether and how to cap
the growth in health care spending nationwide, the growth in commercial insurance
premiums, or the amount of reimbursement given to individual providers.

However, as institutions that devote a major portion of care to children assisted
by Medicaid, children's hospitals are struck by the fact that leaders in both political
parties strongly agree on capping the growth in Medicaid, at least at a per capita
level. That is the equivalent of a de facto spending cap on health care spending for
children. Therefore, even if they may not support the principle of government caps
on health care spending, children's hospitals already live with-the reality of caps
on Medicaid. We believe it is imperative to talk about the need for cost containment
strategies to be adjusted to fit children's needs.

Let me explain why this is so important. Children have different health care re-
source requirements than adults have, and the patients of children's hospitals have
different resource requirements than children receiving care in general hospitals.

-For every hour in the hospital, a child on average requires 31 percent more routine
nursing care than an adult; a child younger than two requires 45 percent more care
than an adult. The patients of children's hospitals require even more intensive care,
because they are younger, sicker, and more likely to have a chronic or congenital
condition than the pediatric patients of general hospitals. Since nursing care is a
major portion of the expense of hospitalization, these differences can have signifi-
cant implications for the resource requirements of children.

Too often, strategies to cap health care spending fail to take into account these
differences. We see proposals to cap national health care spending based on an ex-
trapolation of historical rates of health care expenditures, in which the costs of chil-
dren's and adults' care have been averaged together. In addition, children have been
disadvantaged in historical spending-because they have been disproportionately
poor dependent upon Medicaid which has inadequately reimbursed care, and de-
pendent upon primary and preventive care, which indemnity plans traditionally did
not cover. Caps on health care spending will not make sense or children if they are
based on historical spending, instead ofan assessment of children's real health care
needs.

Most advocates of capitated payment for health care have recognized the impor-
tance of risk adjustment-adjustment of ca itation for the risk of higher or lower
costs of care associated with an individual. Without such risk adjustment, a health
plan or health care provider who cares for a population that is disproportionately
sicker would be at financial risk. This is exactly what a children's hospital is-an
institution which specializes in caring for higher risk children with the most com-
plex care needs. However, experts in capitation and risk adjustment have testified
before Congress that risk adjustments specific to the needs of children-particularly
children with special care needs-simply do not exist, and will take years to de-
velop. That is why children's hospitals believe we must begin now to invest in risk
adjusters for children, even before embarking on health care reform. And if reform
is implemented before pediatric risk adjusters are developed, interim measures
such as mandatory reinsurance for a wide range of children's chronic and congenital
conditions or exclusion of these cases from capitation, will be necessary.

Children's hospitals have learned the necessity of adjusting cost containment
strategies to children's needs through years of living with state Medicaid programs
and private payers, which have adopted the Medicare diagnosis related groups
(DRG) payment methodolo y, even though it was not designed for a pediatric popu-
lation. According to financial experts whom the federal government often has used
for payment policy analysis, no children's hospital could survive financially if it were
subject to the Medicare payment system unadjusted for the needs of children in gen-
eral and the needs of children's hospitals' patients in particular.

That is why children's hospitals believe that in health care reform, cost contain-
ment strategies must be tailored to fit children's needs.

Medicaid. -Aecording to opinion surveys most people think Medicaid is either a
welfare program or Medicare. But to children's hospitals, Medicaid represents the
nation's largest and most important child health program. No single program, public
or private, affects more children nationwide or more children in children's hospitals.
Therefore, it is especially important that great care be given to how health care re-
form transforms Medicaid.

Let me give you an example. Many leaders in both political parties have called
for the elimination of Medicaid disproportionate share payment adjustments-extra



payments given to hospitals that serve a disproportionate share of low income pa-
tients. They contend that such disproportionate share payments are only needed to
pay for the costs of care of charity patients. With the achievement of universal cov-
erage, they believe, such payments no longer will be necessary.
, however, to children's hospitals, disproportionate share payments represent some-

thing entirely different. In most states, including Missouri, the Medicaid program
makes disproportionate share payment adjustments because the base Medicaid rate
is substantially inadequate to cover the costs of care. These payment adjustments
have been critical to the ability of children's hospitals to play such an Important role
in providing access to care for children of low income families.

If Medicaid financing continues at historically inadequate levels, exacerbated by
the elimination of dispropoi'tionate share payments, health plans and communities
with larger numbers of low income people will be particularly hard hit, as will the
institutions devoted to serving them. This will be doubly true for institutions such.
as children's hospitals, which serve large numbers of both low income and high risk
patients.

That is why children's hospitals say that Medicaid's replacement in health care
reform needs to be tailored to fit children's needs.

NACHRI'S COMMENTS ON HEALTH CARE REFORM PROPOSALS

Over the last many years, the Finance Committee and especially many on this
subcommittee have worked as hard as anyone in Congress to strengthen Medicaid
so that it could become a true safety net for children and to move the Congress to-
ward the achievement of national health care reform. The children's hospitals and
the children and families we serve are deeply in your debt.

We also recognize that despite the valiant efforts of many, no one political leader
has done more than President Clinton to move comprehensive health care reform
to the top of the nation's political agenda. We strongly support his leadership, and
we strongly support many of the principles we believe are fundamental to his health
care reform initiative: universal coverage, comprehensive benefits, employer-based
coverage, assurance of choice among health plans, recognition of the roles of essen-
tial providers of care to low income patients and academic health centers treating
rare conditions, separating the financing of graduate medical education from patient
care reimbursement, sustaining Medicaid eligible children's access to medically nec-
essary care, and more. .

A number of other important proposals, including ones sponsored by members of
this committee, also address these basic principles. But for several reasons,
NACHRI has thus far not endorsed in detail any individual legislative proposal. For
one thing, the legislative language on all of the proposals still is only just becoming
available. For another, as the committee members well appreciate, these proposals
are enormous in their scope and implications for health care delivery, requiring.
much review just to begin to understand them, much less endorse them. For a third,
we believe many of the proposals on the table could benefit from learning from one
another. We believe the President's plan is a good place from which to build a coali-
tion for health care reform, both in terms of his fundamental commitments and in
terms of his willingness to consider changes in the details.

But most fundamentally, children's hospitals believe that we need to balance con-
tinually our commitment to advocating for comprehensive reform with our commit-
ment to making sure that all children -have access to the kinds of services they spe-
cifically need. Our institutions and the care givers we house have devoted profes-
sional and personal lifetimes to the details of children's health care needs. It has
become a cliche in health care reform to say that the "devil is in the details," but
it is nonetheless an absolute necessity in children's health care-whether it involves
making a diagnosis, prescribing a treatment, or assessing health care reform.

Children's hospitals welcome the opportunity to work with the Senators of this
subcommittee to advance health care reform for all Americans and to make sure it
fits the needs of all Americans, including our children.

Thank you for the opportunity to testify today. I would be pleased to try to answer
any questions you may have.
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PREPARED STATEMENT OF IRWIN RDLn-R

Good morning and thank you for the opportunity to testify before
this Committee.

I am Dr. Irwin Redlener, Director of Community Pediatrics at the.
Albert Einstein College of Medicine and Montefiore Medical Center
in New York City. I am also President of the Children's Health
Fund, a foundation which supports mobile and other special health
care programs for severely disadvantaged children in a variety of
locations throughout the United States.

Although we support pediatric health care programs in communities
as diverse as the delta region of Mississippi and rural West
Virginia on the one hand, we also support inner city projects in
south central Los Angles, Newark and the nation's largest health
care programs for homeless children in New York City.

What we find among our various child populations who are very
disadvantaged, who are often very isolated and almost always
living within federally designated ealth Prov£der Shortage areas
are common denominators which I will review since they are
germane, in a fundamental way, to important principle, of health
care regorm.

The most important point is this: our patients, mostly infants
and young children, have either no access to care, or - as is
usually the case- access to inappropriate kinds of car* at
inappropriate times and in inappropriate places.

We believe that, nationally, because of shortages or
maldistribution of piimary care doctors and other providers
combined with lack-of insurance coverage, there are at least 12
to 15 million children who are g M not getting the health
care they should. It is probable, for example, that soe 40V or
320,000 of the 800,000 poor and near poor children in New York
City do not have functional access to appropriate levels of
pediatric care.

These children are, in a sense, medically homeless.

Here is what this means:

1. Many poor children, while they S get to emexgn care if
extremely ill, they 2a" get the on-going, comprehensive,
continuity oriented, prevention-focused, office-based care of the
type that is considered standard fare for middle class,
economically advantaged children. So poor children, children who
are medically isolated, get nzmgenay *are as a replacement for
aoaqrahenaive cars. But emergency care is absurdly expensive and
often comes too I to provide prevention of illness
complications or hospital admission.

2. The other kind of care the twelve million plus medically
homeless children get is episodic or catFricl . They may get
screening tests and lead programs; they occasionally get checked
for TB exposure and they may get school entry examinations. They
can get vaccinated in shopping centers and get rounded up during
oomunity-based immunization drives. All of this is a poor
substitute for coordinated, comprehensive care in a place where
the child is known, where records are kept and where follow-up isensured.

3. -Children who get their health care in the fits and starts of
emergency rooms and one-shot initiatives are not getting what
they need. As a result,

- immunization rates are below 40t for two-year-olds in many
inner city neighborhoods and isolated rural communities;

- acute problems, like asthma or simple ear infections, can
turn into chronic health problems which may interfere with
learning and social function;
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- there is no constancy of health provider to identify and

manage certain problems which need intensive management and
coordination. In my own NY program, by the time we see homeless
children in our primary care medical home setting, they have a
huge backlog of medical conditions which require a specialist or
special service. In fact, nearly 1,000 specialty appointments
are made annually for the 4500 or so children seen in our general
pediatric program - a rate some four time that seen in the
typical mainstream pediatric practice.

I am reviewing all of this to give you a sense of what we are
dealing with as the nation faces, finally, the prospect of
universal coverage. And none too soon.

Our children desperately need us to adopt the concept of
universal access as soon as possible. More than any other aspect
of reform, universal access must be on a Rfast--tIrack*.

I am convinced that the President's National Health Security Act
offers an extraordinary opportunity -more than any other approach
currently on tbe table- to do what needs to get done for
children. However, I urge you to pay particular attention to the
following as-the deliberations around health reform proceed:

1. No more than one-half of medically homeless children will
achieve access to appropriate care by national health insurance
coverage alone. The others will require intensive programs to
examine and overcome the non-fiscal barriers from logistic
concerns t-o lack of health providers and resources. This is why
the enhancement and reorganization of the public health
infrastructure, the funds to support enabling services and the
defining and support of essential community providers is so
important.

2. The benefit package as described in the President's plan is
very good for children, but clearly not excessive. The message
here is that nothing in the package should be considered
available for negot-iat4ng away.

3. We must be alext to what the final product of reform is for,
children. Access to disparate programs, emergency care or
assistance for catastrophic medical problems alone is not
adequate. As-pointed out earlier, children need a comprehensive,
continuity-based relationship with a quality provider, what I
referred to as a medical home.

Proposals that offer less than this for all children should be
rejected. Here's are four questions which could be used to teat
the appropriateness of health reform proposals from the
perspective of the nation's children:

1. Does it offer a fast-track universal access?

2. Does access incorporate fiscal and non-fiscal issues,
including the enabling and public health infrastructure
enhancements to make functional access a reality?

3. -Does tbproposed system encourage coordinated teem-work
among primary care providers, specialists, special services and
support services?

4. Does the plan ensure significant preventive health
initiatives as partof an explicit and detailed benefits package?

The President's plan offers strong and positive answers to all of
these questions. As a child advocate and pediatrician, and even
as a former single-payer, Canadian style health reformist, I do
not see the other proposals currently on the .table any where near
as able to meet the health needs of our country's children.

Thank you.

"'- - . " ... , . . '." ;" 
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Good morning, Mr. Chairman and members of the Subcommittee. On behalf of the
Children's Defense Fund, I'd like to thank you for holding this hearing on child
health issues in health reform. Good maternal and child health care, as you know
so well, is essential if this country is to ensure every child a healthy start in life.
As you begin to consider the President's health care plan, which we have endorsed,
andconsider bills sponsored by others on the Finance Committee, it is imperative
that special attention will be paid to the health and medical needs of children and
pregnant women.

I want to thank Senator Riegle -for his leadership this past year inpassing the
new immunization plan and for his commitment to assuring eve child preventive
health care. We hope that we can look back a year from now and thank the chair-
man and Congress again for passing a national health plan that includes not only
immunization but a wide range of preventive services for children as well as the
range of acute, tertiary and long term care services every family in America needs.

Every year the Children's Defense Fund compiles and analyzes data on children's
health, from access to prenatal care and insurance coverage to vital statistics such
as infant mortality, low birthweight, and immunization rates. And every year for
nearly two decades we have pointed to some of the same simple solutions, solutions
every other industrialized country knows to be true-that prevention and early
intervention lave money and lives and that the only way to truly hold down costs
is to guarantee universal coverage. Children who fail to get a healthy start in life
suffer health, education, economic and other consequences long after, and it is often
too late or too expensive to remedy those consequences. Finally we are beginning
to realize that we can't afford not to change courser

Small but significant gains over the past several years to expand Medicaid cov-
erage for poor children have been unable to keep up with the rising numbers of un-
insured Americans and out-of-control systemwide costs. We have more than eight
million children and half a million pregnant women without any health insurance.
Medicaid expansions, high risk pools, "barebones" insurance plans, small market re-
forms, hospital ratesetting-none have succeeded in covering all Americans or in
holding down costs, and it is time now for systemwide change. We urge you to pass
legislation that is universal for all Americans, not voluntary and less than univer-
sal; that is built on an employer mandate; that provides comprehensive not
barebones coverage; that is affordable and limits out-of-pocket costs, particularly for
the poorest families; and that brings more clinics and health professionals into
medically underserved communities where more than 20 million children live today.
We believe these are the most fundamental principles of health reform for children.

The first principle-universality-is the guarantee that every American is assured
coverage, at all times and that no insurance company or employer is able to dis-
continue an individual's or family's coverage. The way to achieve this is to require
that everyone participate in the system and that all employers pay a substantial
share of the cost. The President's plan, S. 1757/H.R. 3600, guarantees that all citi-
zens would be covered by January 1997, requires full participation of every citizen
and every employer, and recognizes that anything less could leave millions unin-
sured as they are today.

Neither the bill sponsored by Senator Breaux (S. 1579) nor Senator Chafee (S.
1770) provides that same guarantee. While the Chafee plan includes a mandate, it
is on individuals not on businesses with public subsidies for low income families
to help them purchase insurance. The proposal phases in the program by the year
2000, subject to savings in federal health spending. While this has the potential to
provide universal coverage, it also could prompt employers who now provide insur-
ance to drop it, resulting in tremendous dislocation, particularly for children as de-
pendents, and great hardship for families.

S. 1579 offers no provision for universal coverage and instead relies on market
and insurance reforms to encourage employers to offer coverage for employees to
buy. Further, this bill proposes repealing Medicaid and setting up pools through
which low income families will purchase coverage (with subsidies based on income).
This perpetuates a separate insurance system for the poorest Americans; any real
reform of our health care system ought to strive to put an end to such separate sye-
tems. Without integrating Medicaid beneficiaries into the, mainstream insurance
system, the poor-a disproportionate number of whom are 'children-will continue
to get second-rate care.

The second fundamental principle of reform is that children must receive a corn-
prehensive package of benefits which meet their diverse health and medical needs.
Design of a benefit package also must take into account the unique needs of low-
income children, whose health problems are compounded by poor health status asso-
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ciated with poverty and whose families do not have the resources to get their chil-
dren care outside of the insurance package. One in five American children is poor,
and the numbers are higher for Black and Latino children (46.6% and 39.9% res ec-
tively). Congress recognized the special needs of poor children under Medicaid's ben-
efit packsge-EPSDT-which, as you know, covers the full range of benefits a child
would get in most good private insurance packages as well as services such as case
management, rehabilitation, and screenings which have proved critical for children
with developmental, physical or emotional problems.

Neither the S. 1770 (Chafee) nor S. 1579 (Breaux) fully define the benefits fami-
lies would receive. Each requires that insurance plans cover preventive services,
which we fully support and prescriptions, eyeglasses, hearing aids and other serv-
ices commonly provided in state Medicaid plans (if approved by a federal board) to
individuals below poverty. Yet without a common and comprehensive set of benefits
which all Americans have, we face the continuation of cost shifting and major gaps
in coverage for the poorest and sickest individuals.

The standard benefit package in the President's bill emphasizes primary and pre-
ventive care and is comparable to or better than what most private insurance plans
offer. The President's plan also provides additional, or "wrap-around" benefits to
Medicaid beneficiaries, such as hearing aids and rehabilitation services, which are
not included in the standard benefit package. We would urge the Committee to -
enact a common, comprehensive package of benefits, defined by law and not subject
to a Commission; to reject attempts to scale down the basic package; and to provide
children the most comprehensive set of benefits possible (with a residual wrap-
around for poor and near-poor children if the universal package is not comprehen-
sive). There is a growing consensus that prevention services are cost-effective and
important to include, but for a child in need of a hearing aid, or a child with cystic
fibrosis in need of respiratory therapy, these services are just as critical and could
in fact be cost effective as well.

A third principle for reform is that access to care must be affordable and funding
for premium and cost-sharing subsidies must be adequate and stable. It is essential
that premiums and co-payments, particularly for low-income families, be kept very
low in any health reform the Congress adopts. Since all the plans under consider-
ation contemplate coverage through private insurance, they are all financed for the
most part through flat (or capitated) premium payments. A mandate on an individ-
ual to participate in a system that requires the same premium payment for a mini-
mum wage worker as someone earing, for example, $75,000 per year must be accom-
panied by some form of subsidy.

In addition, insurance plans with high cost sharing have and will continue to pre-
vent low-income families from getting medical care. A recent Office of Technology
Assessment background report titled "Benefit Design: Patient Cost Sharing" stated
that"... Congress should be cautious about the extent to which cost-sharing is re-
lied on to control costs, especially for sick, low-income individuals. These individuals
are the most likely to benefit from receiving health care services at no out-of-pocket
cost and the most likely to be harmed by patient cost-sharing requirements." We urge
the committee to consider nominal fees, similar to those under the Medicaid pro-
gram, for low-income families.

We applaud each plan in its recognition of the need to assist low income families
with the cost of insurance coverage. S. 1769 subsidizes premiums for those people
below the poverty level and provides sliding scale subsidies for those between 100%
and 200% of poverty. Senator Chafee's bill starts with subsidies only for those at
90% of poverty; those under 240% of poverty will eventually receive subsidies, but
only as caps on the growth in Medicaid and Medicare provide the savings needed
to fund those subsidies.

The President's plan subsidizes premiums for those below 150% of poverty and
limits out-of-pocket cost-sharing for families on cash assistance (AFDC and SSI re- -

cipients) to $2 per doctor visit and $1 per prescription in the low cost plan, as op-
posed to $10 and $5 respectively for all others in the low cost plan. We are pleased
that this has been included in the Administration's bill, but urge the Committee to
extend such relief to other low-income families--poor and near-poor-as well. A fam-
ily making the minimum wage is in just as bad a position to pay $10 per doctor
visit as is a person on AFDC or SSI. Families will forego necessary care if co-pay-
ments stay this high.

A typical family of four (consisting of two parents and two children under 5) with
a full-time minimum wage worker earing $8,500 per year would pay an average of
$265 in co-payments for doctor visits and prescription drugs (based on utilization
information from two national surveys) at the $10 per doctor visit and $5 per pre-
scription co-payment level. These co-payment estimates are based on average utili-
zation rates, so families with children with chronic health conditions, for example,
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will experience significantly higher co-payment obligations. When premiums and
out-of-pocket costs for excluded services are counted, these costs will be prohibitive
for many families. Health security for all low-income families win requre co-pay-
ment protections similar to those for cash assistance Medicaid beneficiaries.

Assuring that low-income people actually receive the services they need--both
through health plans and additional services provided through safety-net provid-
ers--is a fourth fundamental element which must be part of health care reform. The
experience of Medicaid beneficiaries in managed care has been, at best, a mixed one.
Safeguards and standards are especially necessary because low-income women and
children typically will have access only to lower-cost plans, since they will not be
able to afford the premiums and cost-sharing requirements of higher-cost sharing
plans. The lower-cost plans have the potential of becoming overwhelmingly "poor
people's plans" in some localities. Tough guidelines must be put in place to guaran-
tee that marketing approaches of health plans, geographic territory covered by
health plans, and links between health plans and essential community providers
funded through the Public Health Service Act work toward mainstreaming low-in-
come people in the health care delivery system. Health care plans will have to be
monitored, and certain protections will have to be in place, to address incentives
that plans may have to control utilization at the expense of access to necessary care.

Finally, let me mention a few additional issues relating to special populations of
children. Many children and adolescents in the foster care system receive health
care services through the Medicaid program. These children will continue to require
the Medicaid scope of benefits and they will need special attention, since they get
moved around so much, in order to assure that their coverage is portable and their
access to health services is continuous. Similarly, the many children who live with
one parent, or with non-parental relatives, or with non-relatives in informal settings
will also require enrollment and portability protections that guarantee that where
they live, who they live with and who is paying their premiums will not pose bar-
riers to access to the health care they need. We look forward to working with the
Committee to accomplish these goals.

After reviewing a number of bills under consideration in Congress, we have en-
dorsed the President's bill since it includes the fundamentals essential to assure
health security to all Americans. We know that this Committee will also work to
achieve the goal of providing universal, comprehensive and affordable coverage for
children and their families. We look forward to providing any assistance we possibly
can as you work on legislation. The health of millions of children depends on this
Committee and the decisions you will make over the-next several months.

Thank you.
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