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DOLE CALLS FOR NATIONAL
CATASTROPHIC HEALTH INSURANCE PLAN

WASHINGTON--Senator Bob Dole (R-Ks.) today called for the
enactnment of a catastrophic health iasurance plan before the
Senate Finance Committee. The following is the text of
Senator Dole's statement before the Comaittee:

"Mr. Chairman, over a century has passed since Ralph Waldo
Emerson told an audience “the first wealth 1s health.® Emerson's
maxlm remains true; the health of a nation 1s intimately related
to the wealth of i1ts economy. America 1s a rich nation, whose
people are nonetheless drained by the costs of an enormcus
governmental structure. She 18 a nation proud of her achieverents
in the medical field; yet, as many as 46 million of her people
have bcen estimated to have little or no protection frum the
aconumlc ravages of catastrophic 1llness.

It 1s to correct this sad cveisight, that Serators Canforth
and Dorenici have joirned me 1n introducing S. 748,

It has been estimated that as many as seven rillion Arerican
families pald 15V or more of their incume for medical care last
year. because all Americans share the fear of firarcial destruction,
I telieve we have an obligation to address this 1ssue and Muve
beyond the arguments of the past, which tell us that we s:culd
do noth:ng unless we do everything.

In scveking agreeirent on a proposal, 1 ask the Cummittee to
keep 1n mind twoc f{undarental principles: first, 1t scarcely
Lears repeating that our nurber one problem today 18 persistent,
do.ble digit 1inflaticn. It tears at the very fabric of American
society, dividing peopie arcig artific:al and deadly lines. And
the n.rber cne casse of our current 1ntlation 18 excessive
Federal sgending.

AS a result, we wno Jesire a systum of lLealth irsurance must
also :v-errer this: we accorplish little or nothing 1f we protect
our citizerns from catastrophic health custs, while driving up the
cost of all other goods and services. we would cnly rob an
already impoverished Peter to pay Faul.

The <eccnd basic principle I ask you to keep 1n mind 1s
this:  experience teaches .s that cost cantrols int ariably load

to scarcity, rationing and f{urther inflaticn. we need lock no
further than the current ©oil shortaje for confirration. 7o

those waiting 1n line to buy ja.oli-e--and that may well 1include
sume of the faces 1n this roum--I ask yuu to thirk twice before
adupting any grandicse new scheme of r1ejiiating a free rarket.
Contrary to sune, the Federal goverr.wnt 18 not divine--ae

cannot feed the multitudes with a few loaves and fishes., ‘leither
can we guarantee quality health care for every Arerican, while
rigidly controlling prices. For all the public disagreement,
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both Senator Kennedy and Presidsat Cartsr would do this, and
they would do something else. They would overlook the basic
economic fact that cheap health services, like cheap gasoline,
benefit no one if they are unavailable.

The proposals introduced by the distinguished Chairman,
Senator long, and 8 748, focus on catastrophic protection.
The proposals outlined, but not yet introduced by the Adminis-
tration, Senator Schweiker, and Senator Kennedy include
protection against catastrophic expenses as well as various
elements of comprehensive protection. 1In my opinion, a program
providing catastrophic coverage as well as some needed changes
in Medicare will resolve most of the real problems that we
face in this area. It is also my opinion that such a program
can be accomplished by relying almost entirely on the strong
parts of our private health sector.

The first decision, then, that the Committee must make is
whether we will propose a program of catastrophic coverage,
or whether we will report out a bill that provides comprehensive,
government controlled health care for everyone in this country.
A complete government takeover of the heaith industry is
unneeded and unwise. The cost controls measures included in
these comprehensive bills may result in a decrease in the
quality of health care and the availability of this care.
One objection to comprehensive bills and which rises above
all of these others, however, is that we simply cannot afford
the price tag.

. -
-

During the recent press debate over various health insurance
proposals, the bill introduced by Senators Danforth, Dumenici
and me has often been ignored. The _2litical pundits have
chosen rather to concentrate on the grander proposals made
by Senator Kennedy and President Carter.

As the debate now shifts from the media to the Congress,
the responsible legislation that we have introduced will,
hopefully, be seriously ccnsidered. One thing is certain,
however; no health insurance proposal will lrecome law without
strong support from Republicans as well as Demc~rats. Wwhile
the press may choose to ignore Republican propusals, the
Congress must weigh the input of all its members.

The principle assets of the 3 "D" bill, I believe, closely
reflect the needs and wants of the American people. Our
proposal provides protection for all Americans against
financial ruination from the costs of catastrophic 1llness.

It accomplishes this goal i1n the least expensive way and
1t accomplishes 1t through the private sector without creating
another mammoth governmental bureaucracy.

In these times of fiscal restraint and talk of balanced
budgets, the 3 “D" bill would cost the Federal Treasury about
$3 billion and private employers approximately the same amount.
By contrast, the Administration proposal is estimated to cost
$30 billion and Senator Kennedy's bill is estimated at $40 }
billion. Even the Chairman's most recent proposal has a price
tag in excess of $10 billion. I suggest tha. the country
cannot afford so lavish a progranm. -



There is no secret to the relative frugality of the
3 "D" bill. It cost less because it does not attempt to
pay for all of the health needs of all Americans. It
sets out to protect our citizens against the cost of
catastrophic illness and it accomplishes its goal without
frills or excess.

Secondly, our proposal is preferable to the others
before the Committee because it accomplishes its end
almost entirely through the private sector. No new
bureaucracy is needed and none was created. The 3 °D°
bill relies on the strengths of our present health system
to provide needed catastrophic coverage.

There are basically three population groups of Americans
that need catastrophic health protection: the elderly,
the workforce and the poor. Using these three catcgories
as a framework, I will describe the Dole, Danforth, Domenici
proposal.

MEDICARE RECIPIENTS

The Medicare program currently provides coverage to
27 m:1lion elderly and disabled. The program covers
apprcximately 38 pecrcent of the health care expenses
incurred by the elderly--leaving them responsible for
72 percent; on the average of $1,360 per year per individual.

In spite of these statistics, Medicare has, to a great
extent, been a relatively successful program, and with some
limited improvements such as those that we suggest, could
solve many of the problems faced by the elderly.

The Dole-Danforth-Domenici bill, unlike the other
proposals, maintains the Medicare program, essentially
exparnding it to include catastrophic benefits.

HOSP1TAL CAKE BEMEFIT

Current law requires an ini*tial patient deductible
($160 1n 1979) and then Medicare pays 1in full for hospital
services for the first 60 days. Medicare continues to pay
for these services from the 61st through the 90th day,
except for a daily copayment (40 in 1979). After the
90th day, beneficiaries are required to pay an additional
amount per day ($80 in 1979). It 1s easy to see that an
extended 1llness of more than 60 days could quickly exceed
most senior citizens' budgets.

The proposed plan deletes the limitation on the number
of days covered by inpatient hospital services and eliminates
all copayment requirements after the 60th day. The
deductible rerains 1n recognition of the importance of some
cost sharing at the noncatastrophic level for the patient.



It is clear that after the 60th day, the cost starts
to escalate and many senior citizens would be literally
wiped out financially without some additional assistance.

SKILLED NURSING HOME SERVICES

The same is true of nursing homes. Under current law,
Medicare will pay for inpatient care in a participating
skilled nursing facility following hospitalization. After
the 20th day, however, there is a daily patient copayment
requirement ($20 in 1979). Our plan makes skilled nursing
facility services more available by elimianting the copayment
requirement and lengthening the time after discharge from a
hospital during which you can transfer to an SNP. It is
also our intention to ease restrictions on reentry into an
SNF after discharge from such a facility.

By making these services more readily available, P
unnecessary use of acute hospital services can often be
avoided. . he

HOME HEALTH SERVICES

Home health services benefits are improved by deleting the
current 100 visit limitation and 3-day prior hospitalization
requirement. Also, the home bound requirement for such services
will be liberalized, occupational tnerapy will be considered a
pramary service, and all home health aids will require appropriate
training.

By upgrading horie health services, more patients will be offered
the opportunity of being cared for in the home. Patients should be
encouraged to participate in limited activities such as adult day
care as they might desire and not be forced tn return to more expensive
skilled nursing facilities or acute care facilities because of rules
that do not accommodate reasonable circumstances.

MENTAL HEALTH BENEFITS

The plan calls for a mcdest increase 1n coverage of out-patient
psychiatric benefits to $750 per year with cost-sharing that i3
consistent with other physician services.

Additionally, community mental health centers are recognized
as providers. The Secretary of Health, Education, and Welfare :s
directed to determine the appropriate number of visits which will
be covered. We believe we must move cautiously in this area to avoid
the potential for abuse or overuse in the future, while still rovirng
forward 1n making these important services more available.

LONG-TERM DRUC BENFFIT

*Catastrophic® coveraje will begin for Medicare beneficiaries
when they have incurred $5,000 in expenses for certain covered services
or have spert an amcunt equal to 20 percent of that deductible ocut-of-
pocket for these came services. The ceductible amount is for fiscal l
year 1980.” In future years, this amount will be indexed to the medical
care component of the consumer price index and other health care economi
measures. L
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Certain prescription drugs, while not norrally a covered expernse,
woLld count toward calculating the deductible and would be (chvoered
ander the catastrophic program after the decductible s been met.

This limited drug benefit (similar to one passcd by tlie Scrate

as part of the 1972 Medicare/Medicaid Anendments) would include

payment for drugs traditionally used on a lorg-term basis for chronic
prcblems, such as hypertension. Such drugs often ccnprise a significant
jorticn of the patient's out-of-pocket expenses. Once the beneficiary
neets the $5,000 incurred expense deductible or the cut-of-pociet
dedictible, payment for these druygs would be rade until termination

of the catastrophic benefit period. Althocogh this drug provision 1s
limited because of cost, 1t 18 cur hope that fuller coverage could Le
provided :1n the future.

Cnce the catastrophic test has becn met, !'cdicare would pay 100
percent of the usual and customary chargyes or rcascuable cest, whichever
18 appropriate, for scivices coveral .rider Medicare, Part B, such as
docter bills, Since Medicare usually pays 80 percent of such charges,
th1s .ruvis:izn would serve to protect the Medicare herneficiary frem
azditicrnal wut-of-pocket €xpernses during a catastroghic situation.

The financing rochanism for-these modificat:i:ons 1n the present
vodicare benefits will be unchanged from the existing program. Asthough

vstimat-s are still very preliminary, our carrent projecticns for the
ccst of thi e progrem ch-mjes are Letween $100 o $700 maillion an fiscal
year 1281, All of these ‘wdicare chur jos will j0 into offect Cur.miy

3
1, 1981, ¢x ept for the drug bern»fat which w.uld tegan Janlary 1, 1982,
FRIVATE CATASTRULFHIC IMSU®ANCE

The .reecnt of the seccnd part of the plén 18 to assure that
*te large rajor:ity of the «mployed populatior has avs lahle the ¢ption
of protectirg thermselves and therr farilies from catestropiiac 11lness
thrc.sh the purchase of private insurance.

This, 1 am sure, will ca.se sure cuntrousrrsy o:é 3.7€ C©lpuesition
to cur pragosal, but all erplrjers will e & gui:ed ro Lifer thear
STpiGyers group health insurance with m:inu al -3t :str phic benefits.,

Tiuse plans will include couvers,e for 1npaticnt hospitalization
after the 6Cth day of hospitalization and rayrent for certa:n
services which are identical to thcse provided under Fart B of
“edicare without ccpuyrent after $5,000 1n medical expornees for
those services has teen incurred.

Because of the pioblers evicent with a two ;:rt d-luctible,
1 row believe a single dollar lirat would L2 a better apgpreach.
I t1.jcse that we roport a bill with a @ z2xi—um »2rscral liabilaty
deiuct:ible of $3,000 for an 1adivad.al and $5,000 for a family.
“his would mcan a rew cost of appronirately $2 billion to the
cmpleyer and «rplcyce ccrbined.

This ranimal cu.r:iaje wculd have to be offered to all who
tave becn enployed for 30 da;s ard work at least 25 hours per weck
without regard to health status. Employees would Le {ree to
choose to participate or not, and plans could not exclude benefits
for preexisting medical conditions.



The plan calls for & cost-sharing which would limit the
ezployee's share of the premium to a maximum 2% percent of
the cost of catastrophic coverage.

The bill includes provisions to allow tax deducticns for
premium costs for both the employer and employee. The
employer would be allowed to claim a busincss expense for
health 1nsurance premiu~s only 1f the policy contains the
requisite catastrophic coverage. As under current law,
cnployees would be able to deduct one-half of the cost of
their premiums (up to $150). However, we require that the
plan, in order to qualify for deduction purposes, must
include the minimum catastrophic benefits defined by
this Act.

There are provisics to continu coveiaye during periods
of unuvrmployament. The cmployer will be required to continue
his coatribution for a raxizum of 3 rzonths; afcer which the
¢ p.Oyee could continue coverage at his cwn cxperse.

The 3 °D" proposal provides a limited, five year,
sliding scale tax subsidy to employers whose payroll costs
increase 2% or more because of compliance with this mandate.

The erployer should receive assistance at the time of
noSt severe airpact. A five year limit on the subsidy
pProgram provides ample opportunity to the employer to adjust
taeir budget, and protects the Federal Treasury against
lcrg teim revenue losses.

L-.ployers would be subject to a civil penalty for
nrot offering an appropriate plan to their employees.
Erplcyves would also be able to bring a private right of
action ayainst any employer, who fails to make available the
required catastrophic coverage, for amounts that w.uld have
bcen payable under such coverage.

It 18 our believe by requiring at least minimum
catastrophic insurance coverage for those who are employed
=e will significantly decrease the total number of unprotected
individuals since over one-third of those without any
health insurance are full-time wage earners and heads of
families. Also, when an employed family head is without
insurance, the chances are 8 in 10 the family members are
also without 1nsurcnce. This proposal recognizes the
inportance 1n rexcaing those without adequate coverage
by including the e¢ntire family unit in approved plans.

All employers will be requi-ed to ccmply by January 1, 1982.

RES1DUAL MAKRKET PLAN

while there appears to be a consensus growing, or at
least the ground work for consensus in the areas of
Medicare reform and employer based insurance, there is
little agreement in the area regarding protection for the
poor and near poor.

B
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The Administration bill, the Kennedy bill and two of
the three Long proposals, suggest we substantially expaad
the Federal role in providing care to those individuals
and their families through Medicaid or a similar prograa.

while I agree that soms changes in the Medicaid program
are necessary, I do not believe that further ‘expansion of this
government program or creation of yet another program is the only
solution to assisting those not currently eligible.

Those who choose (except those covered by Medicare, Medicaid,
or private insurance) can participate in the third portion of
this program. The purpose of this portion of the plan is to
provide the opportunity for those who are not otherwise covered
to purchase a private catastrophic health insurance plan.

The Secreatry of Health, Education, and Welfare will enter
into agreements with private insurance companies for them to make
available policies which provide catastrophic coverage. These
berefits would include coverage for hospital services after the
individial or family unit has been hospitalized for 60 days in
a year and coverage for medical services after $5,000 expenses
have been incurred for these services. Ibelieve these deductibles
should also be changed to a single indexed deductible as I
explained earlier.

The second -~ alternative -- deductible included in these
plans would allow coverage to begin once the individual or
family has an ocut-of-pocket for covered services equal to 15
percent of their adjusted gross income. This allows for a much
truer definition of catastrophic for the low income.

Possible improvements in the administration of this section
have become evident to us since introduction of our bill and
should be considered. iHowever, the concept of assisting people
rurchase private insura:nce rather than expanding government

prograns is clearly preferable. -

Insurance companies would establish premiums which would he
community rated. The premiums might vary frca one area to
another, but they would not vary based on the individual's
or his family's health status.

A subsidy would be provided to those with lower incomes
to assist theam in purchasing a policy. This subsidy would be
indexed according to income such that someone without income
could have their entire premium paid for by the Government whilie
someone shoe income was 120 percent of the national poverty
level would pay the entire premium. The indexing would be phased
in such a manner as to avoid an "notching.®™ WwWe believe that
this approach will enable all those who so desire to purchase
catastrophic health insurance for a pr.ce they can afford.

The 3 "D" would alos expand the existing Medicaid program.
The bill mandates that states provide catastrophic coverage
for their recipients once an individual or family meets the $5000
or 60 day deductible. However, I now believe we might consider



other changes in the Medicaid program which would afford the
states the opportunity to test out alternatives to their present
systems best suited to the problems they have experienced.

A block grant approach to Medicaid Title XX monies and Title
V monies, similar in design to the welfare block grant program
that Senator Long and I intend to introduce tomorrow, should be
considered.

Our gcal with the welfare block grant program is to provide
a strong incentive for the states to eliminate error, waste and
fraud 1n welfare programs, and to reduce overall welfare spending,
while at the same t:me allowing the states to mold their own
programs to their particular needs.

The welfare bill also provides fiscal relief to all states
which may be used to reduce overall state welfare spending and
incicase bac.c benefits for the truly needy.

A samilar approach with sinilar goals might well be
appronriate in an attempt to solve the many prcblems facing the
Yed,card program,

COCLUSION

The bill that Serators Danforth, Domenici, and I introduced
~a$ & wor¥.n3 document. wWe scught cut and received rany
s.icested .nproveaents «hich 1 believe should be included in
our bill. I believe the authors of the other proposals pending
before us feel much the same way about their bills.

Let us deliberate over the merits and flaws of the health
progusals before us. Let us try for a moment or two to put away
the siren call of partisan politics and keep in mind what it
1s we're doing here.

we're here to confront a scrious national problem. We're
<harged with addressirg that problem in a manner that is cost
efficient and protective of the quality of American health care.

I lock forward to working with each of you in addressing
these concerns.

¢
-
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WWMIMI.WGIIMJIW
BEFORE THE COMMITTER ON PINANCE

June 19, 1979

The Pinance Committee and its Meambers have, over the
years, devoted a substantial amount of time and effort in the
consideration of various National Health Insurance proposals.

We have had the unique ability to evaluate those proposals
on the basis of the good and the bad experience encountered with
the now huge and costly Medicare and Medicaid programs. And, now
I believe it is time to act. In fact, in my opinion, action to
extend vitally needed health insurance protection is overdue.

Some six years ago Senators Ribicoff, Talmadge and I,
along with many other Members of the Senate, first introduced a
progras designed to improve the financing of health care for all
Amsricans.

The proposal we sponsored then, and which we continue
to sponsor, includes catastrophic health insurance protection for
all Americans, reform of our medical assistance program for the
low-income population, and standards for basic private health
insurance policies. I still believe that, in the long run, that
is the approach which will be adopted.

But we now have realities confronting us which cannot
be ignored--realities which were not present when we first offered
our proposal, and which I believe must be taken into account at
this time. These realities include a continuing level of inflation
which we must act to moderate and not aggravate through an enormous
increase in Federal spending levels. Under these circumstances
of high inflatiun and a need for budegtary restraint, priorities
have to be assigned to what we do in the way of national health
insurance initiatives.

The first priority, and the most urgent of priorities, is
to assure Americans that they will not be wiped out financially by
the overvhelming costs of serious and prolonged illness. Survey
after survey, and poll after poll, has shown the concern of the
majority of Americans with the need for catastrophic health
insurance.

Just recently, a report prepared for the General Mills
Company by the distinguished survey firm of Yankelovich, Skelly and
wWhite, Inc. found, and I quote: “Most American families are worried
about catastrophic illness-~but not about the more mundane but
possibly serious 'ordinary' illnesses. Fear of cancer is the over-~
riding concern of most families, followed by fear of accidents and
heart trouble. Only 11 percert mention ‘everyday’ illnesses as a
principal health worry.*

Time after tim- we hear of the ruinous costs of prolonged
illness. Again and again we hear of serious injury all but wiping
out lifetime savings and property.
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T Chiak there 1s gessrsl conseasus ‘the Masbers of
this Committes, as well as ths Carter Admiaistra o 6f & noed for

action in this aczea.

I think we are in general agreement that the basic approach
to providing catastrophic health insurance should be through requir-
ing that employers provide, through private health insurers, coverage
for their employees meeting basic requiremants as to adequacy. I
believe there is a consensus concerning the msed to provide assistance
to small employers and other esmployers where the costs of mandated
catastrophic health imsuramocs coverage exceeds amounts vhich they
caa reasosably be expected to afford. .

-

We say have soms differences as to
which would apply. We may have differences as to effective dates. Por
my own part, I believe that we should not waste any time in providing
this vitally neceded protection. 1 believe, and I will urge that cata-
strophic health insurance protection be provided to working Americans
and their families by not later than July 1, 1980.

I should point out that, while I have my own ideas concerning
the nature of the catastrophic insurance program, my position is not
frozen at all. I look forward to receiving, and hopefully supporting,
the constructive suggestions of my colleagues. But, let me stress that
catastrophic health insurance is s program of protection for those many,
many millions of middle-income Americans who have a real sense of being
left out of the legislative process.

These are the people who seea to be paying the most and getting
the least out of Government. These are the people who are not only
paying their own way, but paying for the other fellow as well. These
are the millions of Americant we should protect from the fear -- and
all too often the reality -- of bankrupting medical expenses.

Now I alsobelieve that we will be able to make some signifi~
cant improvements in the programs for low income Americans. I think
that the present Medicaid program has inequities which we might be
able to relieve in good part.

In this regard, I am now working to see what reasonable and
budqctable 1mprovemcnts can be made in our healith insurance coverage
for the poor. Here too we arc encountering unavoidable considerations
of how much new money we can spend. I am hopeful that we on the
Committee will be able to work out significant and affordable improve-
ments for the low incomse population,

I think we will be able to come to general agreement in this
area.

I also believe that we will be able to agree upon significant
improvements in the existing Medicare program for older and disabled
Americans. I think we will be able to agree on a need to assure that
everyone has access to private basic health insurance such as Blue
Cross and Blue Shield, regardless of health conditions and with
premiums which are reasonable in relation to the benefits paid out.

There will obviously be those who want to go beyond what 1
have described. There are those who believe we should do everything
for everyone from the cradle to the grave.

the smount of the deductibles

[ 29

‘e
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Thare are thoge vho believe that . _
ctadle-to-grave approach into effoct aew, we should 3t the sams tisme, .. -
provide now for automatic expansions of coverage and costs im future
years.

Quite simply, I don't think the Natioa can atford -- mor
does it wvant -- womb-to-tomb health insurance coverage.

Quite simply, I doa't think we should bind future budgets
and future Administrations to wvhat may be inappropriate or unaffordable
expenses for health insurance. I have sufficent faith in the judgment
of future Congresses and future Presidents as to what will be appro-
priate action at those times.

Again, we currently appear to have a consensus for actiom
on catastrophic health insurance.

Again, I think that consensus should be translated into early
action by this Committee and this Congress.

I look forward, during the next few weeks, to hammering out
a Committee bill with catastrophic health insurance for Americans
as the centerpiece, with improvements in protection for the poor, and
assurance of the availability of adequate private health insurance to
those who have difficulty purchasing the coverage now.

I thank, as always, common sense and a common sense of coa-
cern will prevail in the Pinance Committee.
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JUNE 12, 1979

SUMMARY FACT SHEET:
PRESIDENT CARTER'S
NATIONAL HEALTH PLAN LEGISLATION

I.  THE BASIC APPROACH

President Carter is committed to a universal, comprehensive National

* Health Plan that

. provides basic health coverage--hospitalization, physician services,
lab-tests, X--ay and preventive care--to all Americans;

° systematically contains health cost inflation; and

° reforms the health systes to improve the quality, efficien-y and
availability of health care services.

In 8 time of budgetary restraint and concera about inflation, it is
not possible to enact a full universal, comprehensive plan. Accordingly,
in order to address the most pressing health needs of the nation, the
President has decided to send the Congress an outline of a complete
National Health Plan and propose legislation embodying Phase I of that
Plan. The Phase I legislation will

. achieve universality by setting a limit on the out-of-pocket costs
faced by American families as a result of major illness. This
dramatically improves protection for 56 million workers and their
families (who will have a $2500 limit) and 24 million aged and
disabled who do not now have such protection (and who vill have a
$1250 per person limit);

] achieve universality by providing all pregnant wvomen and children
in the first year of life with critical pre-natal, delivery, and
infant services;

. achieve greater equity by extending fully subsidized comprekensive
care to an additional 15.7 million aged and non-aged poor;

. hold down costs through physician reimbursement reform and limits
on capital expenditures as a complement to the already pending
hospital cost containment bill; and

° reform the health care system by enhancing competition, increasing
access to needed health care services, emphasizing prevention and
improving the management of public health care programs.

In so doing, the Phase I legislation will take a major step toward
a fully developed, universal, comprehensive National Health Plan.

47-14710-79-2
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11. THE BASIC PROBLEMS
A Natiooal Health Plaa--not just & Mational Health Insurance proposal--

is needed because this nation's Health Care system, despite its many
strengths, also has serious flaws:

° Inadequate Coverage:
== 18 million Americsns have no health insurance
~= 19 millios Americans have inadequate health insurance

-= An additional 46 million have inadequate protection against
the cost of major illness.

. Escalating Costs

-=  Total health costs im 1979 are 9.1 percent of the GNP ($206
billion)--and will rise steeply to 10.2 percent of the GNP
($368 billion) by 1984 without hospital cust containment.

==  Federal health costs in 1979 are 12.7 percent of the Federal
budget ($62 billion)-—and vill rise steeply to 14.5 percent of
the budget ($110 billion) im 1984 without hospital cost containment.

. Other System Failures. For example:

==  There is little competition evean though the Administration is
removing barriers to the growth of alternative methods of
heslth care deiivery and reimbursement. There are not yet
enough Health Maintenance Organizations to give many consumers
a real choice, alt!ough with 8 million members, HMO's are
emerging as a significant element in health care.

== There is an insufficient emphasis on prevention, primary care and
outpatient services. Existing insurance often does not cover
these more effective, less expensive services.

-= 51 million Americans live in medically underserved areas.

I1I. THE BASIC STRUCTURE

President Carter's National Health Plan legislation proposes two
basic structures that will help meet immediate needs and that can be
expanded to achieve a universal, comprehensive plan (ss described in the
outline submitted to the Congress vith the proposal).

. Healthcare will be a new umbtrella Federal insurance progras that
vill consolidate Medicare and Medicaid in a single administrative
structure, that will introduce needed ecofiomies and efficiencies
aud that will reduce fraud, abuse and waste in public health finsncing
program.
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-= It will, to the saximum extent possible, use the private sector—
on a competitive bid basis—co perfors critical administrative functiom:

-- It will provide comprehensive coverage to the aged, the disabled and
the poor.

-~ It will offer insurance against major medical expenses, on an
optional basis, to other individusls and to ssall firms unable to
obtain such coverage from private carriers st a ressonsble price.

[ The Zmployer Guarantee builds on present group coverage snd the strengths
of the private insurance system. It is the fundamental sechanisa for
ensuring coverage for American workers and their families.

--  Many employers presently offer insurance to employees; the "employer
guarantee” mandates that all employers provide minisum coverage.
In Phase I, employers will be required to provide full-time employees
and their families both a standard package of benefits and protectioa
against the costs of major illness.

-~  Subsequently, the employer guarantee can be expanded to require
provision of comprehensive health care coverage by reducing the
level of employee cost-sharing.

IV. IMPACT OF PHASE 1

President Carter's National Health Pian Legislation will significantly
improve health protection for every American: the aged and the ¢d.sabled, the
poor, the employed and their families, and all others.

A. The Aged and the Disabled

. Phase I will improve coverage for all 24 million now receiving Medicare

-- For the first time, the cost-sharing faced by the aged and the
disabled will be limited--to $1250 per person.
(At present the aged and the disabled must pay coinsurance »f
20 percent on all Medicare physician services.)

-- After the first day, the aged and the disabled will be eatitled
to an unlimited number of fully subsidized hospital days. (At
present, the number of fully subsidized days is limited.)

-- The aged and the disabled will not face extra physician bills
beyond those covered by Healthcare because physicians treating
aged and disabled patieants will be able to charge no more than
the publicly set fee. (At present, physicians treating Medicare
patients can charge extra, and about half do.)
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Phase I will increase the number of iow-income aged and the disabled
receiving fully-subsidized care by 1.2 million, from the 4 million
presently receiving Medicaid to 5.2 million who will be covered
under Healthcare.

B. Low-Income

Phase I will provide fully subsidized comprehensive coverage to an
additional 14.5 sillion non-aged low-income persons, as well as
continuing to provide such coverage to the 15.7 maillion presently
receiving Medicaid.

-= The legislation will autumatically make eligible for compre-
hensive care an additional 10.5 million non-aged poor with
incomes below 55 percent of the poverty standard, who are not
on Medicaid.

-- In addition, the legislation will propose a 'spend-dowm"
provision to cover all those poor with jncomes above 55 percent
of the poverty standard. If a family of four has income of
$5100 and it expeands $1000 or more on medical expenses, it
then "spends-down" to or below the 55 percent of poverty level
($4100 for a family of four) and becomes eligible for a year's
fully-subsidized comprehensive care under Healthcare. An
estimated & million will enter Healthcare by this route each
year.

C. Employed

‘The mandated employer coverage required by the Phase 1 legislation

will protect 156 million full-time workers (25 hours per week, 10 weeks)
and their families by limiting out of pocket expenses to $2500 in a

year.

It will also provide prenatal, delivery and first year care without

any patient cost-sharing.

56 million will receive protection against major illnesses that
they do not have at present.

These 56 million and tens of millions who already have group coverage
against major illness will receive other improved benefits because
the employer guarantee requires that:

~- the employer plan offer a full benerit ps-kage (hospital,
physician, lab, x-ray, preventive and mental health services)
that would be available after $2500 in out-of-pocket expenses
had been incurred.

-= the employer plan pay at least 75 percent of the mandated
preaium costs; and
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-- The employer plan continue to provide insurance 90 days after
termination of employment.

-- The employer plau cover all dependents until age 22 (26 if ia
school) and for 90 days subsequent to the death of the worker.

-= The employer plan cover the mother and infant benefit d.scussed
above.

D. All others

For the non-aged/non-disabled, non-poor, and non-employeu--
many of whom often have a difficult time obtaining individual insurance--
Healthcare will

[ Offer protection against the costs of major illness~-by paying ¢
premium to Healthcare, individuals can obtain a policy that lisits
out-of ~pocket expenses to $2500.

. Of fer just prenatal, delivery and first year care without ..y patient
cost-sharing.

These individuals include the part-time employed, early retirees,
divorcees and partially disabled individuals who do not qualify for
Medicare.

V.  OTHER PLAN FEATURES

A. Financing

1. The Aged and the Disabled. The present payroll tax of
1.05 percent on both the employer and the employee will continue to be
paid to the Health Insurance Trust Fund. Byt there will be 1> payroll
tax increases under Phase I. Similarly, the aged and the disabled will
continue to pay a premium for physician services (presently $98), but
the cost of this premium will count towards the $1250 per person out of
pocket limit. Im short, other than the premium for physician services,
benefits for this group will be financed out of Trust Fund and general
revenues.

2. The Low-Income. Benefits will be financed out of general
Federal and State revenues. States will continue to contribute in an
amount approximating what they othervise would have paid under Medicaid,
reduced by fiscal relief.

3. The Emploved. Employers will pay at least 75 percent and
employees at most 25 perceat of the premium costs of the mandated plan.
The National Health Pl n lLegislation will also address two special
aspects of the employer mandate.

~= For uie low wage or high risk employer, Phase I will
gsrovude a full subsidy for premium costs that, due to the
mandate, exceed 5 percent of payroll.
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— For the low-income vorker vith a family, Phase I will expand
the Zarned Income Tax Credit--beyond the expansion already
proposed in the Adainlstratioca's welfare refora proposal—
to help defray employes premium costs.

4. All Others. The benefits offered to this group will be
financed out of general revenues and iudividual premium payments to Health-
care.

B. Administration

° The private insurance industry will administer the "employer guarantee”
congistent with MNational Health Plan standards. It will, of course,
continue its role of undervriting and marketing private coverage to
employed groups and individuals both within the standards and beyond
those ainimum requirements.

(] The Fcderal government will administer Healthcare but make maximum
use of private industry as carriers and claims handlers on & competitive
bid basis. It will take over from the States the claims processing
and reimbursement function and serge this function for both the low
income and aged and disabled populations in order to reduce error
and vaste to the greatest extent possible in Federally-financed
health prograas.

° The States vill continue their traditional functions of certification
and licensure of health facilities and personnel as well as general
regulation of private insurance. They will continue to determine
eligibility for those who qualify for Healthcare through AFDC.*/ The
Federal government vill determine eligibility for other low-income
entrants to Healthcare, although States may undertake this function
for the nevly eligible if they meet performance standards.

C. Reimbursement

1. Hospitals. The Administration's Hospital Cost Contsinment
legislation will establish the conditions for reimbursing hospitals and
holding down costs in this most inflationary sector of the health care
industry.

%/ Long-term care is not part of Phase I. The present Medicaid long-
term care program will continue as 8 separate State-run program
for the categorically eligible with the present Federal-State matching
rates.
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2. Thysicians

== A mandatory fes schedule vill be established im order to
protect the aged and the disabled from extra physicisa
charges and to increase physiciaa participatioa ia the
low-income program. This schedule will be developed, ia
the first instance, by setting a standard fee at the
Medicare average in States or Sub-State areas and thea
raising substandard Medicaid fees in those areas to that
level over tims. Physicians cannot charge~-or be reimbursed--
above the fees established in the schedule. A process of
negotiation vill be established for subsequent fee schedule
changes.

~= On the private side, the Healthcare fee schedule vill
serve as an advisory schedule for jhysiclans serving
those covered by the "employer gusrantes.” The names of
physicians vho are willing to adhere to the schedule will
be published in order to increase consumer choice. A
commission vill be established to look at reimbursement
questions and to advise vhether more stringent mesasures
are necessary to hold down health costs and increase
physician participation i{a the public programs.

D. System Reforms
1. The Phase I legislation will include the following system

reform elements:

Increased competition througl develops:=t of HMOs and other alternative
delivery snd reimbursement systems, greater employee access to and

i :centives to use efficient health plans and grester consumer
~aformation about doctors fees.

Limits on capital expenditures to reduce excess hospital capacity
and to curd proliferation of expensive, unnecessary high technology

equipment.
Strong eaphasis on preveantion.

Creation of a voluntary Reinsurance Fund that will allow HMOs and
firms to buy protection against ths costs (over $25,000) of truly
extraordinary illness, thus providing protection for businesses to
self~insure and have a direct interest in cost containment as well

as giving HMO's umbrella protection in handling high risk populations.
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) A five year plan to assess needs and the adequacy of Federal health
programs.

2. Other Administration initiatives will complement the
Phase 1 bill, including:

. health planning legislation

[} health manpower legislation to improve physician distribution, both
in terms of needed specialities and geography

° mental health legislation

[} health promotion and other initiatives to prevent disease, fllness
and injury.

B. Fiscal Relief
There should be significant fiscal relief in the progra=.
Approximately $2 billion dollaxs in fiscal relief will be distributed
to State, county and local governments in each of the first two years
of the prograa.
V1. COSTS

There will be no Federal expenditures under the National Health Plan
Legislation until Fiscal 1983.

The costs of the program in the first full year of operation are
as follows (this assumes '980 population as well as 1980 dollars):
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NET FEDERAL BUDGET AND EMPLOYER COSTS
(in billions: 1980 dollars)

Federal Employer

AGED AND DISABLED $3.9
-- Improved catastrophic (1.8)
-- Improved subsidy for poor and near (2.1)

poor
LOW INCOME (NON-AGED) $10.7
-=  Full coverage (6.9)
-- Spend down protection (3.8)
EMPLOYED
-- Employer Guarantee $6.1
-=- Low income worker: presium subsidy $ .9
-- Saall employer premium subsidy $ 7

(for wandated coverage)
ALL OTHERS $ _.S
-- Healthcare buy-in ( .3)
--  Prevention (.2)
ADMINISTRATION $2.1
TAX EFFECTS -$.6

TOTAL 18.2 6.1

Assuming 1983 dollars aud 1983 population, very preliminary estimates
of the Federal cost of Phase I are in the.range of $23-25 billion. In the
coming veeks, the Administration will work with CBO and others to refine
these estimates. .
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VII. RELATION OF PHASE I TO A FULLY IMPLEMEMTED MATICMAL HEALTH PLAM

Phase 1 1is structured so that it can easily be converted into a
uaniversal, comprehensive plaa.

[ For the aged and the disabled, cost-sharing could be reduced further
and 8 drug benefit added.

[) For the poor, the low income standard could be raised from 53
percent of the poverty line to the poverty line itself, increasing
the number of low incomn Americans wvho receive fully-subsidized
comprehensive coverage.

[ For the employed, the employer guarantee could be extended beyond
full-time vorkers to part-time workers. Cost-sharing could be
reduced and deductibles eliminated, converting catastrophic coverage
to comprehensive coverage.

° For the noo-aged, noo-poor, non-employed, comprehensive coverage
could be required, but there could be subsidized premiua costs and
cost-sharing for the near poor.

. For all mothers and children, the prenatal, delivery and infant
benefit could be extended through the child's sixth year without
patient cost-sharing.

The fully implemented National Health Plan would also meet s funda-
mental requirement: Total health system costs under the fully implemented
plan, vwith both dramatically expanded coverage and effective cost con-
tainment, would be less than the present health system with its inadequate
coverage and without effective cost containment.

This will result in the achievement of one of President Carter's
fundase~tal goals. The costs of vitally needed health care benefits for
those lacking adequate health insurance must, to the greatest exteat
possible, be offset by savings from cost containment in the inflationary
health care industry.
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APPENDIX:

COMPARISOM OF THE COSTS OF PRESIDENT CARTER'S
NATIONAL HEALTH PLAN LEGISLATION (PHASE I)
ViTH
THE HEALTH CARE FOR ALL AMERICANS ACT

The Administration's legislative proposal and the proposal announced
several veeks ago present their costs in two different ways. Io order to
understaad the differences betweea the two propossls it is helpful to
compare them both ways. This is doane below assuming 1980 dollars and
1980 population counts.

(When the Health Care For All Americans Act vas announced it vas
costed in 1980 dollars using estimated 1983 populatiom counts. By using
1980 population counts, the estimates below reduce the costs of the
Health Care For All Americans Act slightly.)

[ The Administration's approach looks primarily at net Federal budget
and employer costs because taxpayers and employers are the ones bsing
asked to shoulder the cost of new benefits. The costs to employers
are especially vital in determining the employment and inflation
effects of National Health Plan proposals. When viewed this vay,
the net costs of the two proposals are as follows:

Health Care For

Phase 1 All Americans Act
Federal +$18.2 +$30.7
Employer +$ 6.1 +$33.1
cost +§24.3 billion +$63.8 billion

o The approach taken by the advocates of the Health Care For All
Americans Act is to look at these and other costs now borne by
individuals and state and local governments as well im order to
determine the effect of National Health Plan proposals on total
health systea costs.

Health Care For

Phase 1 All Americans Act
Federal +$18.2 +$30.7
Employer +$ 6.1 +$33.1
Individuals -$ 4.0 -$25.4
State/Local -$20 -$2.1
cosT +$18.3 billion +$35.7 billion

% Includes reduced out-of-pocket and premium costs.
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NATIONAL HEALTH PLAN:
THE BASIC APPROACH

Describes Ultimate Goal: Universal and
Comprehensive Plan that —

® Provides Basic Health Care to All Americans

® Systematically Contains Health Cost Inflation

Proposes Phase | Legislation that "

® Lays Foundation for Long-Term Plan

® Improves Coverage for Those Most in Need: Poor, Aged
and Disabled

@ Provides All Americans with Protection against Cost of
Maijcr lliness

@ Initiates Key Cost Containment and Other Health System
Reforms



NATIONAL HEALTH PLAN:
PROBLEMS WITH THE CURRENT SYSTEM

Inadequate Coverage
® 18 Million Americans with No Health Insurance

® 19 Million Americans with Inadequate Basic Health Insurance
(Hospital, Physician and Diagnostic Services)

® An Additonal 46 Million Americans with Inadequate Catastrophic Health
insurance
Escalating Costs
@ Health Costs Are 9.1 Percent of GNP ($206 Billion), Federal Health Costs
12.7 Percent of the Federal Budget ($62 Billion) — and Rising Steeply

® Total Health Costs Will Jump to $368 Billion in 1984 without Hospital
Cost Containment

Other Health System Failures
® Lack of Competition: Only 4 Percent of Population in HMOs
® Insufficient Emphasis on Prevention: Often Not Covered by Insurance
® b1 Million Live in Underserved Areas

9¢



PHASE I: GOALS

Expand Coverage to Achieve —
Universality In: °

® CATASTROPHIC PROTECTION: $2500 Limit on Out-of-Pocket Expenses for Major
liiness Available to All Americans

©® PREVENTION SERVICES: Prenatal, Delivery and 1st Year Services Available for
All Mothers and Children without Cost Sharing

Equity:

Expanded Comprehensive Coverage for Aged, Disabled, Poor and Near Poor

Hold Down Costs

® Hospital Cost Containment
@ Physician Reimbursement Reforms
©® Limits on Capital Expenditures

Reform the Health Care System

® Enhance Competition among Insurers, Physicians, Suppliers
® Provide Care in Underserved Areas
® Improve Management of Public Programs

Major Step Toward Universal,
Comprehensive National Health Plan




PHASE I: STRUCTURE

HealthCare

— The Umbrella Federal Insurance Program for Aged,
Disabled, Poor, Near Poor, Small and High Risk Businesses
and Others Not Served by Private Insurance

Employer Guarantee

— All Employers Must Provide Insurance against Major
Medical Expenses for Full-Time Workers (25 Hours Per
Week, 10 Weeks) and Their Families

System Reforms

— Capital Controls, HiN0s, Competition, Reimbursement
Reform, Voluntary Reinsurance Fund
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PHASE I:
BENEFITS FOR THE AGED AND DISABLED

Iimprove Coverage for All 24 Million Non-Poor Aged and
Disabled

® Limit Cost-Sharing to $1250 Per Person ($2500 Per Couple)

® Physicians Can only Charge Publicly Set Fee — Aged and
Disabled Won’t Face Extra Bills

® Remove Limit on Fully Subsidized Hospital Days
® Ambulatory Mental Health Coverage Increased from $500
to $1000 Annually
Provide Fully Subsidized Care for an Additional 1.2 Million
Poor Aged and Disabled

® A Total of 5.2 Million Poor Aged and Disabled Will Be
Covered under HealthCare



PHASE I:
BENEFITS FOR THE POOR AND THE NEAR POOR

Provide Fully Subsidized Coverage for an Additional 14.5
Million Poor

® Those under 55 Percent of Poverty Standard not Covered
by Medicaid Now: 10.5 Million

® Those Who ‘“Spend-Down’’ to 565 Percent of Poverty: 4 Million

improve Care for 30.2 Million Covered Poor — Including
16.7 Million Currently on Medicaid

® Unlimited Hospital and Physician Services

® Complete Coverage for Prenatal, Delivery and 1st Year
of Care

® Physician Participation Increased



PHASE I:
BENEFITS FOR THE FULL-TIME EMPLOYED

Mandate Coverage of 166 Million Full-Time Employees and
Families under Private Group Plans

Essential Improvements for Workers and Their Families
® Limits Out-of-Pocket Expenses to $2500
® Mandates Prenatal, Delivery, and 1st Year Care with No Patient Cost-Sharing

® Mandates Other Important Standards: e.g.,

— Basic Benefit Package (Hospital, Physician, Lab and X-Ray, Preventive and Mental
Health Services) and Full Coverage After $25600

-- 90-Day Insurance after Termination of Employment
— No Exclusion of Pre-Existing Conditions

® Requires Employer to Pay at Least 76 Percent of Premium
® Provides Subsidies for Low-Income Workers and Small Employers

Resuit

Catastrophic Coverage for 56 Million with Inadequate Protection
Better Basic Coverage for These and Tens of Miilions More

1€



PHASE I:
BENEFITS FOR OTHERS

Makes HealthCare Available for Those Non-Aged,
Non-Poor, Non-Employed Who Often Cannot Obtain
Individual Insurance

® Can Buy HealthCare Catastrophic Plan:
$2500 Deductible

® Prenatal, Delivery, and Infant Care with
No Patient Cost Sharing

® Can Spend-Down into Comprehensive
Full Subsidy Plan



PHASE I:
BENEFITS SUMMARIZED

Phase | Coverage improvement Over Present
Aged/
Disabled 24 Million Non-Poor Get Limit on — New Catastrophic Protection for
Cost Sharing 24 Million Non-Poor
6 Million Poor Aged Receive Full — Additional 1.2 Miilion Poor Aged
Subsidy Coverage Get Full Subsidy Coverage
Low-Income 37 Million Receive Full Subsidy — 14.6 Million Additional Poor Get Full
Coverage or Eligible for Spend-Down Subsidy Protection
Employed 166 Million Covered through Empiloyer — 66 Million Get New, Adequate Catas-
Mandate trophic Protection
— 10s of Millions Get Improved Basic
Coverage
Others 9 Million (7.6 Million Aiready Self Insure) — 1.5 Million Hard to Insure Have Major
— 1.5 Million Can Buy HesithCare Medical Protection Available
Catastrophic
u.s‘

Population
(1980) 231 Million Total




PHASE I:
HEALTHCARE

Establishes a New Consolidated Federal Insurance Program

® Continues and improves Coverage for the Aged and Disabled
® Expanded Coverage for the Poor/Near Poor

® Makes Iinsurance Available to Other Individuals and Small Firms on an
Optional Basis

® Consolidates Administration of Medicare/Medicaid with Major Expansion
of Private Sector Role —Especially in Billing and Collection

Impact
® Makes Protection against Cost of Major lliness Universal
® Uniformity in Eligibility, Benefits, and Reimbursement for Poor
® Increased Program Accountability
® Efficiency and Economy of Operation: Reduction of Fraud, Abuse and Error



PHASE I:
THE ROLE FOR PRIVATE INSURANCE

® Continue Underwriting and Marketing Private
Coverage to Employed Groups and Individuals

® Expand Private Group Coverage of 56 Million
Employees and Their Families

® Compete for Claims Processing under HealthCare



PHASE I:
STATE ROLE AND FISCAL RELIEF

Under Phase | State Governmente Will:

® Share with the Federal Government the Cost of Providing
HealthCare Coverage for Low Income Eligibles

® Determine HealthCare Low Income Eligibility for
— AFDC Recipients (Mandatory)
— Newly-Eligible Poor (Optional under Performance Contracts)

® Continue Traditional State Activities in Certification and
Licensure of Health Personnel and Facilities, and in
Regulation of Private Health Insurance

Phase | Will Provide: About $2 Billion in Fiscal Relief
to States and Localities in Initial Years

9¢
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PHASE I:
PAYMENT TO PROVIDERS

HealthCare

® Hospitals Will Be Reimbursed under the Administration’s Hospital
Cost Containment Program

® Physicians Will Be Paid According to a Schedule Based on Average
Medicare Fees in Area; Physicians Cannot Charge Extra
Employer Mandate Plans

©® Hospitals Will Be Reimbursed under the Administration’s Hospital
Cost Containment Program

® The Names of Physicians Who Agree to HealthCare Fee Schedule
Will Be Published for Consumer Use

33



PHASE I:
SYSTEM REFORM

Elements in the Plan
® Preventive Services for Pregnant Women and Young Children
— Shift Emphasis from Curing 10 Caring

® Enhance Competition
— Incentives for HMO Enroliment
— Greater Consumer Choice

® Capital Expenditure Limits
— Reduce Excess Hospital Capacity and Curb Proliferation of Equipment

® Voluntary Reinsurance Fund

Elements in Other Administration Initiatives

® Increase Technology Assessment and PSRO Review
— Ensure Effectiveness and Productivity

® Redirect Manpower Incentives
— Improve Geographical and Specialty Distribution

® Provide Access to Care in Underserved Areas

® Mental Health and Health Education Programs
— Avoid lliness: Promote Approgpriate Use of Care
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Federal

$3.9 Billion

10.7

PHASE I:
NET NEW COSTS (1980 Population and Dollars)
Aged and Disabled
©® Improved Catastrophic (1.8)
® Improved Subsidy for Poor and Near Poor (2.1)
Low Income (Non-Aged)
® Full Coverage (6.9)
® Spend Down Protection 3.8)
Employed

® Employer Guarantee
® Low Income Worker Premium Subsidy

® Employer Premium Subsidy
{For Mandated Coverage)

All Others
® HealthCare Buy-in (0.3)
® Prevention {0.2)
Administration
Tax Effects

Total

0.9
0.7

05

2.1
-0.6

$18.2 Billion

$8.1 Billion

$6.1 Billion



THE NATIONAL HEALTH PLAN:
STEPS BEYOND PHASE |

Aged/Disabled
® Reduce Cost-Sharing from $2500 to $1500 for Non-Poor Family (6760 Per Person)

® Add Drug Benefit

Poor
® Raise Low-income Standziu from 56% to 100% of Poverty Line
©® Increase Poor Receiving Fuil-Suonsidy Coverage from 30 Million to 37 Million

Employed
® Include Part-Time Employed, Increasing Workers and Their Family Members
Covered by Employer Guarantee from 1566 Million to 160 Million
® Provide Comprehensive Coverage with 26% Coinsurance and Maximum
Cost Sharing of $1600 Per Family

Al Others
©® Require All to Pur-hase Comprehensive Coverage
©® Subsidized Premiums and Cost-Sharing for Near Poor

Results: — Universal, Comprehensive Plan
— Total Costs Less Tinan Growth of Present System
Due to Cost Containment
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NATIONAL HEALTH PLAN FACT SHEET

THE BASIC APPROACH: A PHASE T BILL THAT LAYS THE POUNDATION POR A
mmmmmmmmm

President Carter 1s ccamitted to a National Health Plan
that would:

-= assure all Americans camprenensive coverage including
protection against the costs of major 1llness;

== eliminate those aspects of the current health system
that often cause the poor to receive substandard care;

-= reduce inflation in the health care industry;
== be financed through multiple sources; and

-= 1nclude a significant role for the private insurance
industry

Following the President's instructions, the Department of Health,
Education and Welfare last year developed a plan meeting these
criteria. Leaders of Congress, State and local officials, con=
sumer groups, health care providers, the 1nsurance industry,
employers and other interested parties were then consulted.

Following those discussions, Secretary Califano reported to
the President that there was a general consensus among these
groups that a comprehensive universal health insurance plan
would not be enacted in the 96th Congress. The President
accordingly directed Secretary Califano to design a Phase

I Plan that ocould lay the foundation for a camprehensive
health plan while umeediately addressing the nataon's most
pressing health needs.

The President 18 now submitting to Congress:

0 an outline of the universal, comprehensive national
health plan which should be the goal of a national
health policy; and

o0 a proposal for the first phase of this plan.
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I1. PROBLEMS: THE NEED POR A NATIONAL HEALTH PLAN

There are three sets of problems facing our health care system
today which can be effectively addressed only through a national
health program.

o lLack of Coverage. Millions of Mmericans lack coverage
for basic fﬁ;?ﬁ services and protection against the
rising cost of major illness.

— 18 million Americans have no health insurance —
most of these people are poor of near-poor.

-- 19 million Americans have inadequate health
insurance coverage that fails to cover ordinary
hospital and physician services.

— an additional 46 million Americans have inadequate
insurance against large medical bills. These indi-
viduals and families may have basic coverage but
they are not protected against major medical expenses.

Eligibility policies of public programs — coupled with
restrictions in private health insurance — are largely
reponsible for these gaps in coverage.

— Medicaid fails to cover millions of poor Americans.
For example, more than 10 million individuals with
incomes below 558 of the official poverty standard
are not covered by Medicaid.

—- Many employers do not offer insurance to their work-
force. 10.1 million full-time workers have no insur-
ance. Another 18 million are not covered by employer
or union group health plans. Bmployees who have
coverage find that, during periods of unemployment,
their health insurance lapses but they are ineligible
for public programs.



— The average family often finds that common exclusions

and limitations in insurance severely restrict their
protection. Literally millions find their coverage
restricted because they suffer from a pre-existing
medical condition. Thus, people with heart trouble
may find their insurance excludes all treatment of
heart-related problems. Many middle-class families
learn that, when a child becomes 21 years old, he

or she is no longer included in the family's insurance,
although the child is frequently not able to afford
separate coverage.

o Inflation in the Health Sector. The costs of health care are

sharply increasing, adding to inflation and threatening the
stability of govermmental budgets. Spending for health care
- the nation's third largest industry — rose at an average
annual rate of 12.7 percent from 1968 to 1978. Unless
meaningful cost containment measures can be instituted
through hospital cost contairment and effective restraints
in a national health plan:

— National health costs will rise from $206 billion in 1979

to $368 billion in fiscal year 1984 — up from 9.1% of GNP
to nearly 10.28.

Federal health care expenditures will rise from $62.0
billion in 1979 to nearly $110 billion by FY 1984 —
uwp from 12.7 cents of every Federal tax dollar to
14.5 cents under current projections for that year
(without hospital cost contaimment).

The cost of individua® health care will rise
steeply. The average cost for a family of

four will leap from $2372 in 1979 to $4064

1n 1984, and the average cost for an elderly
individual will soar from $2259 to $3868 during
the same period.
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o Inefficiency of the Health Delivery System. The health

care delivery system 18 financed 1n large part through
a system of third-party (insurance) payments that pay
1nstitutions on the basis of "cost” reimbursement and
pay professional providers their “usual and customary®
fee,

- over 90% of hospital bills are paid by third
parties

-= hospitals are reimbursed by an 1nefficient "cost
plus® system which gives them no 1ncentive to
save on costs because the more they spend the
more they get paid

== there 18 no buyer/seller relationship;
physicians make 708 of health care decisions
but have no incentive to hold down costs.

There have been very few market incentives operating

to restrain costs and encourage pcudsnt use of resources.
This system of payments has contributed powerfully to
inflation in the health sector, and has also:

== Inhibited conpe‘f.inm among provaders.
Consumers frequently have no incentive to
choose the most economical method of care
and lattle information upon which to base
such a choice.

~= Encouraged maldistribution of health care
providers. Highly specialized practices
- almost always in urban areas — are
rewarded much more generously than pramary
care and rural practice, leaving rural areas
and 1nner—cities underserved.

~= Discouraged the growth and utilization of pre=
ventive services. Insurance benefits are heavily
prejudiced i1n favor of hospital-based care and
against preventive and prumary care. Very few
insurance plans provide coverage for routine
preventive services such as ummunizations and
regular check-ups for infants,

47-1470-79 -4



Page S

1I11.

A.

46

MAJOR PROGRAM ELEMENTS

An Overview

The President's Phase I NHP is designed to address the most
urgent of these problems and to put into place the institutional
structures necessary to guarantee comprehensive coverage for
every Merican. It builds on the strengths of our present
system — for example, employment based coverage of the working
population — while at the same time providing new structures
to make coverage universally available.

There are two major institutional features of the Phase I
bill:

0 HealthCare will be a new umbrella Pederal insurance
projram that will consolidate Medicare and Medicaid
in a single administrative structure, that will
introduce needed economies and efficiencier and
that will reduce fraud, abuse and waste in public
health care financing prograns.

— It will, to the maximm extent possible,
use the private sector -~ on a competitive
bid basis -~ to perform critical admMistrative
functions.

= It will provide comprehensive coverage to
the aged, the disabled and the poor.

= It will offer insurance against major medical
expenses, on an optional basis to other
individuals and small firms unable to obtain
such coverage from private carriers at a
reasonable price (a comparable subsidy will
be provided should these employers prefer to
purchase insurance privately).

o Mandated Bmployer Coverage (The Bmployer .. -

employers wi required to provii: ... .. e

employees (25 hours, 10 weeks) with insuraine wiich
meets Federal standards. Premium costs can pe shared

with employees, (75%/25%), but employ.rs must pay at
least 75% of the total.
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The majority of employers will purchase this coverage from
private insurance firms which sell plans certified to meet
the Pederal standards. Bmployers for whom insurance premiums
would impose significant burdens will have the option of pur-
chasing coverage from HealthCare at subsidized rates, or of
applying to HealthCare for a comparable subéidy which can be
applied to private premiums.

Over time, the terms of the employer guarantee can be modified
to achieve a more comprehensive level of coverage than Phase I
by first reducing the maximum beneficiary cost-sharing permitted
(e.g., it could be reduced to $1500 per family) or subsequently
through expanding the benefit package to broaden coverage

of certain services that have been limited or excluded

from the initial mandate.

These two insurance structures together — HealthCare and
approved private insurance plans — together will provide
every American with the rtunity to obtain insurance
protection in Phase I. ly important, it will put into
place 1institutional structures which can be expanded — 1in

large or small steps — to move toward a universal and
comprehensive plan,

The Phase I NHP links together HealthCare and private insurance
plans 50 that policies of national importance can be made
consistent across the public insurance plan and all private
plans. Por example, all private plans will cover, at minumm,
the HealthCare basic benefit package, reimburse all classes

of providers recognized under the HealthCare program (e.g.,
clinics, nurse practitioners, alcohol treatment centers),

and include incentives for system reform.

Thus all Americans will understand the basic coverage to

which they are entitled; providers will face more consistent
policies from public and private insurance plans, and both
public and private incentives for cost control and system
efficiency will work in tandem, not in opposition to each
other. An example of consistent cost containment policy

across public and private plans is the hospital cost containment
Plan which will limit payments to hospitals by both public

and private insurance programs.

HealthCare

HealthCare will be a new Federal insurance plan which expands
Medicare for the aged and disabled and replaces Medicaid as
an 1nsurance prooram to pay for acute care services used by
poor families.
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HealthCare is a new insurance structure which can be flexibly

over time to solve a nuxber of special coverage problems
which do not readily lend themselves to solution through the
private sector. HealthCare will:

0 Establish uniform and consistent policies governing
eligibility, benefits, cost-sharing, reimbursement
and quality assurance for the beneficiaries of
Pederal health insurance: the aged, low-lncome
and disabled. This will improve program performance
for each beneficiary group:

- the aged and disabled will have an expanded,
integrated benefit package which removes the
current dichotomy between Medicare “Part A"
(hospitalization) and "Part B® benefits (physician
services) and does away with limits on hospital
coverage.

-_— ed and disabled beneficiar ies currently enrolled
in both Medicare and Medicaid (4 million individuals)

vxu deal with a sinjle program — HealthCare.
This will simplify enrollment and program contacts
for the beneficiaries and will enable the
program to handle their claims more efficiently
and expeditiously. At present, claims for
these beneficiaries are paid by both State
Medicaid programs and Medicare. Co-ordination
of claims payment between the State and Federal
programs often results in long payment delays
for physicians and other providers.

— the low-income will benefit from national mini-
mm eligibility standards for acute care services.
At present, there are 53 separate Medicaid
programs, each with differing standards governing
eligibility and benefits.

— the low-income as well as the aged and disabled
wil]l benefit from the new provider payment
policy. The low-income will have greater access
to mainstream medicine because HealthCare will
pay physicians a higher fee than most Medicaid
programs. The aged will be protected against
excess physician fees that are higher than the
HealthCare approved rate.

0 Increase administrative efficiency and improve gquality
assurance activities by establishing single claims pro-

cess ents 1n wide raphic areas. At present,
tiple private insurance ms may e Medicare
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claims processing in a single area. The State or a
private contractor handles Medicaid claims. HealthCare
will select one private contractor — for example, an
insurance company or data processing firm — to handle
all claims in a State or multi-State area. This will:

— reduce contracting costs by the award of con-
tracts on the basis of competitive bids. At
present, Medicare must hornor the claims agent
designated by providers. However, experiments
in several areas show that contracts awarded
on the basis of competitive bids are signifi-
cantly less costly.

— enable economies of scale in bill processing.
One contractot in a geographic area will be able
to utilize efficiently advanced claims processing
technologies such as on-line computer terminals for
billing in every hospital. Hospitals, physicians,
and other providers will also realize efficiencies
in billing. Use of one agent and a single claims
form will permit bulk billing and faster cash flows
to physicians.

= enhance program ability to identify fraud and abuse
problems by establishing a single identifying number
for all participating providets. Computer profiles
maintained by the claims processing agent should permit
ready identification of those providers whose billing
patterns indicate an abnormal volume of claims or other
guestionable practices.

These management improvements are not feasible under current law
because Medicare requires DHEA to employ the fiscal agent designated
by providers in the area and because there cannot be administrative
integration of Medicare with the 53 separate Medicaid programs.

The State-by-State variations in benefits, provider participation
policy, reimbursement policy and other administrative features
makes integration of the two programs almost impossible even if

the hurdle of Federal/State management control could be surmounted.

o Establish a new national insurance structure which can
orovide assistance to those individuals aﬁ%@omnt
groups whose special problems make 1t diffi or
to be adequately served by the private insurance market.

— Non-employed, non-aged or non-low-income

. individuals whose health is poor or who have a
history of serious medical problems in the
past (a "pre-existing” medical condition).



These individuals cannot generally obtain
insurance in the private market or, if it
is available, must pay exorbitantly high
premiuss or accept a policy which excludes
the pre-existing condition.

- Non-aged spouses of workers who have reached
age 65. Once the worker enters HealthCare,
or today, Medicare, spouses often have great
difficulty in obtaining private insurance,
This problem is most troublesome for women in
their late 508 or early 60s who are not employed
outside the home. They will be able to buy
HealthCare.

— Individuals who work intermittantly and in
hazardous occupations. Private insurance
plans are customarily reluctant to insure
these individuals. They will be able to
buy HealthCare.

— Brployment groups which have a concentration
of high-risk indiviouals or those in which
the nature of work is 80 hazardous that
private plans are not available or available
only at an exorbitant premium. They will
be able to buy HealthCare.

Por these kinds of individuals and groups, HealthCare will
be available to make adequate coverage available at a recasonable
premium.

Specific features of the HealthCare plan are summarized
below:

1. Rigibilaty

o MAged and disabled. Medicare eligibility standards
would continue under HealthCare for all persons over
age 65 and those persons under age 65 whc meet the
Social Security test of total and permanent disability,
or who suffer chronic renal failure. The 500,000
aged persons who do not have sufficient quarters of
coverage to gain entitlement but whose incomes are
less than 558 of poverty will also be enrolled in
HealthCare.
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0 The low-Income. There are three eligibility gates into HealthCare
or OW-1NCome 3

- Through cash assistance eligibility. All persons
who qualify for cash assistance under the pcogram
for Aid to Families with Dependent Children (AFDC)
or Supplementary Security Income (SSI) will be
automatically enrolled in dealthCare at the time
they qualify for cash assistance payments. Eligibility
will extend to all cash assistance recipients including
those who do not currently qualify for Medicaid because
of optional State restrictions and those who would
ot automatically qualify for Medicaid under the
Administration's Welfare Reform proposal (newly
mandated AFDC-U families). Eligibility levels for
AFDC and SSI families will vary by State, mirroring
the cash assistance standard in that State.

= Through the national low incame standard. Other
Individuals or families whose incomes are less than
the HealthCare low income standard —- aquivalent
to 558 of povertyin Phase I — will also be eligible
for HealthCare. This is an important extension of
entitlement to 10.5 million non-aged low-income petons
not now on Medicaid.

— Through the spend-down standard. Any individual
or family whose health expenses exceed the difference
between their income (minus a 208 of earnings work
expense deduction) and the 558 of poverty can apply
to HealthCare for complete coverage of all further
expenses for a year. This is an important extension
of spend-down protection, now provided by only 30
States, but available nationally under HealthCare.
Thus, for example, a family of four with earnings
of $7000 per year could apply for HealthCare coverage
through the "spend-down®” if their medical, if
applicable, expenses (plus certain allowances for
child care) exceed $1400 (55% of poverty equals $4200
— $7000 - $1400 = $4200).

This will provide critical assistance to 4 million
additional people. In States where spend-down standards
for Medicaid exceed the HealthCare standard, HealthCare
will maintain the higher standard for single parent
families with children and aged, blind or disabled
individuals.
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o Others. All other persons can buy into HealthCare by paying
pcemium for individuals and small groups. The benefits pur-
chased under this buy-in are the same as those provided to other
HealthCare beneficiares, subject to a $2500 deductible on all
services.

o %—%’ Although employers will generally fulfill
ir 1gations under the employer guarantee by purchasing

private insurance, HealthCare will serve as a back-up insurance
plan for those who find private coverage difficult to obtain
or unreasonably expensive. Any employer can buy into HealthCare
for the mandated coverage (HealthCare benefit package but with
a $2500 deductible on all services except pcenatal, d ivery
and infant care.)

2. Benefits

The HealthCare benefit package includes a comprehensive

range of acute care services, and complete preventive as well
as acute care benefits for pregnant women and infants.

The benefits are similar- to those provided under Medicare,
with some improvements. HealthCare benefits are more generous
than Medicaid benefits in about half the States, but more
restrictive than in certain high-benefit States. The most
significant exclusions from current Medicaid benefits are
drugs, dental care, eyeglasses and hearing aids, and long
term care. Drugs, dental care, eyeglasses and hearing aids
will continue to be provided in a residual Medicaid program,
with administration handled by HealthCare or by State govern—
ments, at the State's option. Specific benefits included in
HealthCare are:

0 Inpatient hospital services (unlimited)

0 Physician and other ambulatory services (including
laboratory and excluding dental and psychiatric
care) (unlimited)

o Skilled nursing service (100 days per year).
These skilled nursing home benefit days are
intended to permit patients who still require
the support services of an institution -- but
no longer the range and intensity of services
provided by a hospital -~ to be released from
the hospital to a less costly level of care.
The skilled nursing benefit will reduce the
length of hospital stays for many admissions.
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Home health visits (100 visits per year)

Mental health (20 days of inpatient
hospital care; $1000 in ambulatory services)

Preventive Care. HealthCare covers two
important preventive care packages

— complete prenatal, delivery, and
total infant care (preventive and
acute services) for all mothers
and children

— a schedule of preventive services
for all children up to age 18

Except as noted above, long term care services will be continued
as a separate program under State Administration, financed
under the current Title XIX program grant system.

3. Cost-Sharirng

Different cost-sharing requirements apply to persons who
enter HealthCare through the various eligibility standards.

o ?ed@_‘isabled. At present, the aged and
1sabied pay a single day hospital deductible

of $160 (July 1, 1979) for each admission

per "spell-of-illness” plus a $60 deductible

and 208 co-insurance on non-hospital services.
There is no limit on coinsurance payments.

In addition the aged pay fees charged by
physicians which exceed the Medicare maximum
payment rate. In combination, these requirements
leave the aged exposed to high and unpredictable
out-of-pocket costs. That will chanje under
HealthCare.

Medicare coct-sharing requirements are extended
to HealthCare with the following wmportant
modifications:

-- there will be an annual hospital deduc-
tible rather than a new hospital deduc-
tible applicable to each spell-of-illness.
The annual deductible will be the same.
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— no cost-sharing will be required after
an indjvidual has paid $1250 in out-of-
pocket costs

~— aged persons whose income is below 55% of
poverty standard have no cost-charing.
Neither do those who spend down the 55%
standard.

-~ All physicians bills will be assigned —
that is, physicians will be required to
bill Healthlare, not the beneficiary, and
to accept HealthCare's payment rate as
full compensation for the service.

No extra billing will be permitted.

o The low-Income. Persons eligible because they are
entitled t) cash assistance or because *heir income
is less than the low-income standard do not face
any cost sharing. Individuals who enter HealthCare
through the “"spend-down" do not face cost-sharing
after they spend-down below low-income standard.
Only expenses related to services covered under
the HealthCare mandate will be counted toward the
spend-down.

o Others

- Individuals or employer groups who buy
into HealthCare by paying a premium,
face a deductible of $2500 on all services.
However, because of the importance of good
pre-natal care and comprehensive health care
services for all infants, a special maternity
and infant benefit is provided under the
HealthCare buy-in. All pre-natal care services,
the costs of delivezp and total preventive
treatment costs for an infant 1in 1rst
year of life will be covered under the buy-in
without cost-sharing. This will remove all
financial barriers to seeking care for pregnant
women and infants,




Page 14

4. Pinancing

o

MAed and disabled. The current Medicare payroll

tax (1.05% on employer and employee, applied o0 a
$22,900 earninis base) will be continued. 1In

addition, all aged and disabled persons with incomes
above the 558 of poverty standard will be required to
pay a premium equivalent to the Medicare Part B premium,
which is now $98. Additional subsidies will be provided
through Federal general revenues to pay the cost of
protecting the aged against catastrophic expenses.

The Low-Income

State and local guvermments will continue to
share with the Pederal govermment in the costs
of financing HealthCare covered services for
the low-income population in a manner that will
retain State incentives to restrain health cost
inflation. State fiscal liabilities under
HealthCare will approximate those which -wuld
have occurred under Medicaid reduced by fiscal
relief

o Others
Individuals who buy into HealthCare will pay a national
community rated premium which is based on the average
per capita costs for all individuals and groupe of less
than 50, It will cover about 75% of their actual costs.
‘The remaining costs will be provided through a Pederal
general tevenues subsidy.

Administration

HealthCare will be a new national insurance program with
uniform standards governing benefits, eligibility, provider
reimbursement, quality assurance, and other aspects of

law and requlation which determine the adequacy, equity,
and performance of the program. As such, it will be quite
similar in concept to Medicare.
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Under Medicare, the same eligibility standards apply to aged
and disabled persons throughout the country. All Medicare
entollees have the same benefits, ocost-sharing obliga-
tions, and rights under the program, no matter where they
live. Although Medicare is governed by national law and
policy, it is in large measure, administered locally —

all claims processing is contracted out by HEW to “"fiscal
intermediaries® and “carriers®, most often the local Blue
Cross and Blue Shield plans.

Medicaid, by contrast, is not a national program. Eligi-
bility standards, benefits, provider participation policy,
and reimbursement rates differ among the States. Thus,
equally poor individuals may be entitled to benefits if
they live in one State but not entitled in another. Pro-
viders are also treated unevenly. Some States so drastically
limit payments that only 25% of physicians accept Medicaid
patients, while other States pay adequately. Payment error
rates are high and payments are generally slow. Por these
and sumilar reasons, the program is widely criticized

by beneficiaries who use it, providers who are paid by

it and the taxpayers who finance it.

One of the most important objectives of the Phase I NHP

is to create the framework for a national health insur-
ance plan which is viewed as a valued part of our social
insurance system. It should be equally available to all
Mpericans — no matter where they live. It should be
viewed as treating both beneficiaries and providers fairly,
equitably, adequately, and efficiently. It should be seen
by the public as operating efficiently, and with accounta-
bility — minimizing problems of fraud and abuse by
peoviders or beneficiaries.

These are ambitious goals, and cannot be accomplished
within the framework of multiple Pederal and State in-
surance programs in which accountability is diffuse and
standards variable.

Instead, HealthCare creates a new administrative structure
which permits the implementation of national standards
governing benefits, provider participation, reimburse-
ment policy, quality assurance and fraud control. It
will closely resemble Medicare in the sense that claims
administration will continue to be handled under con~
tract with private fiscal agents. However, because of
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the multiple gates into HealthCare — through Social
Security, through cash assistance, or through the sperd-
down — there will be several different agencies deter~
mining eligibility, not a dingle agency (as the Social
Security Administration now determines eligibility for
Medicare.) Regardless of how they enroll initially,
however, all beneficiaries will enter the same program.
Providers can be assured consistent treatment and fair
teimbursement on behalf of all HealthCare patients.

Specific functions will be handled as follows:

o All claims processing will be handled by
private fiacal agents (insurance companies,
data processing firms or others) covering a
specified geographic area. Today, there are
multiple claims agents in an area —- the
Medicare intermediary and carrier and the
Medicaid claims processing agent (either a
State or its designee). HealthCare will
shift all responsibility for management of
claims processing to the Federal level. This
will permit merger of this function for all
aged and low-income beneficiaries, and should
teduce error and waste to the greatest extent
possible in Federally-financed health programs.
Contracts will be awarded on the basis of competitive
bids. This will reduce administrative costs, and
improve speed of payment to providers. Use of
a single fiscal agent will enhance our ability
to detect problems of fraud and program abuse.

o Eligibility determination will be handled by
the Federal govermment for aged and disabled
persons. States will handle eligibility
determination for categorically eligible
families (AFDC). The Federal goverrment will
determine eligibility for other low-income
entrants to HealthCare, although States may
undertake this function for the newly eligible
if they meet performance standards.

6. Reimbursement

] %%%; Payment for hospital services under
I NHP will be governed in both Health-
Care and private plans by the Administration's
hospital cost contairment program.
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o Physicians and other providers of ambulatory care
services. Physicians and others who provide ambula-
tory (non-institutional) services to HealthCare
patients will be paid on the basis of a fee schedule.
The fee schedule for physicians will be based on
average Medicare physiclan payment levels. Medicaid
fees will be brought up to the Medicare level
1n the three years prior to implementation of the
schedule. After the first year implementation
of the fee schedule, subsequent alterations in
the schedule will be developed through a process
of negotiation between HealthCare and physician
representat ives.

All physicians who accept HealthCare patients

wil] be required to take assignment of claims —
that 1s, to accept the HealthCare fee as payment
in full for the service rendered. 1This is one

of the most important new protections extended

to the aged and disabled and will save them appcoximately
$1 billion 1n charges now billed by physicians.
This will protect all HealthCare beneficiaries fram
being billed for excess physician fees. Private
plans will be encouraged use the HealthCare fee
schedule as a quide in determuning their rates

of payment.

7. System Reform

Many serious problems in the U.S. health care system
will not relieved by insurance changes alone. NHP 18
designed as an umbrella, incorporating important non-
insurance system reform supplements to guarantee access
to care, redirect and umprove distribution of resources
and promote efficiency and competition.

o A new process for assessing health needs and
determining the adequacy of federal programs.
This program will require a five-year plan for
each relevant federal program.

0 Strengthening the health planning by umposing
national and State limits on hospital capital
spending, as noted.
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o Measures to increase competition by encouraging HMO
enrollment, as also noted.

o Expanding utilization review

In addition, the following legislative and administrative initiatives
already under way will be part of the NHP system refoim effort:

0 Revising federal health manpower policy to prevent a
potentially costly physician surplus and to provide
incentives for change in specialty and geographic
distribution.

0 Seed money to expand HMOs and other innovative settings,
helping to ensure consumers a wider choice among delivery
systems.

o Improving efficacy and productivity through assessment of
new technology and procedures.

o Expanding programs that provide basic primary care for the
neediest of the nation's underserved areas.

o Implementing fully the propo>d Mental Health Systems Act
now before the Congress.

o Continuing to build disease prevention and health promotion
through preventive dental services in Title I schools; anti-
smoking, drinking moderation, nutrition and exercise cam-
paigns, effective screening programs, community based
health fairs and environmental improvements, WIC, occupational
health and safety and other relevant programs throughout
the govermnment.

C. The Bmployer Guarantee

All employers will be required to provide full time workers
(persons who have worked at least 25 hours per week for 10
consecutive weeks) and their families with a health insurance

plan which meets Federal standards. For the 100 million workers
and their families who now have coverage the effect of the
guarantee generally will be to enrich their benefit package

by adding important new protections such as mental health coverage
and skilled nursing care. But for the 56 million workers and
their families who do not now have insurance providing comprehensive
protection against catastrophic costs, the guarantee will provide
important new financial security against bankruptcy.
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Insurance companies marketing plans to meet Federal standards
and clearly designate those policies which meet Pederal
requirements.

The requirements of the mandate encompass benefits, cost-

sharing liability, extensions of coverage after termination

of employment, to spouses and dependents in the event of

death of the wage earner or divorce; plus other consumer protection
standards. All employers must offer their employees a choice
between an insurance plan meeting Pederal standards and

enrollment in any Pederally qualified HMO (or Independent

Practice Association — IPA) in the area.

1. Eligibility. All full-time employees, their spouses
ﬁ}gﬁ . Dependents include children through
their 22nd birthday or through age 26 if enrolled
in school on a full-time basis or otherwise a dependent
of their parent. Children disabled before their 22nd
birthday are continued as dependents as long as they
live with their parents. Any employer who fails
to meet his obligations under the mandate will be
subject to a fine. The self-employed will be treated
like any other employer.

2. Benefits and Cost-Sharing: The benefit package in the
employer plans must include the same services as those
insured under HealthCare. The employer may agree to
provide broader benefits, but cannot provide a smaller
package. For most employed persons and their families,
cost-sharing under the plan will be relatively limited
because employers will cor inue and improve coverage
now in force. However, no individual or family will
face cost-sharing in excess of $2500 per year for
services covered under the mandate. Within this constraint,
employers (and unions) may arrange any combination
of cost-sharing ranging from complete coverage without
cost-gharing to a $2500 deductible on all services.

One exception will be applied: there can be no cost-sharing
on pre-natal and delivery services for a pregnant

woman or for all acute care provided to an infant

in the first year of life. special preventive
services are recognized to have extremely high pay-off

in terms of improved delivery outcome, lowered infant

and maternal mortality, and long term child health.
Therefore, all financial barriers to seeking these
services will be eliminated.
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Financ ? and Special Subsidies. Bmployers will be
Tequired to pay at least 758 of the premium cost for
a plan meeting the Pederal mandate standards. Righer
employer premium shares can, of course, be agreed to
in collective bargaining. Today more than 85% of
workers with employer-financed insurance are covered
in plans where the employer pays at least 75%

of the premium. Any collective bargaining agreements
in force that call for higher employer shares

when Phase 1 NHP is implemented will be protected

for the life of the contract.

Because premiums are assessed by private insurance
companies on the basis of the health risk presented
by an employment group and the composition of that
work force — e.g. the number of workers with
families — a traditional premium will create
problems for marginal firms andlow-wage workers,
particularly workers with families. In order to
protect employers and low-wage workers from undue
hardship resulting from premium payments, several
special subsidies are included:

o Bmployers will not be required to spend
more than 5% of payroll on a mandated plan.
(On average, exployers who now provide no
coverage will be able to buy the mandated
package from insurance firms for 2.5% of
payroll,) Subsidies for costs in excess
of 5% will be available by buying coverage
from HealthCare at a premium rate equal
to 5% of payroll or by applying for an
eguivalent subsidy to purchase coverage from
private insurance firms. Data limitations
prevent a precise estimate of the number
of firms that would be likely to take advantage
of this subsidy provision. However we are
able to estimate that firms employing
approximately 7 million workers (out of
a work-force of 73 million full-time workers)
might take advantage of one of the two subsidy
options.

o The Earned Income Tax credit which assists
low-income working families will be expanded
to provide a maximumm benefit of an additional
$150 to largely offset the cost of the employee
premium share for such families.

47-1470-79 -5
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Administration. Fhase I NHP establishes national

minumum standards for all health insurance plans

provided to meet the employer mandate. 710 assure

uni form application of these standards, the certi-
fication process will be Federally administered.

The Pederal government will also offer a reinsurance
program to health maintenance organizations, employers
and small 1nsurance companies.

o Standards for employer plans: All employers w1ll
be expected to provide coverage conforming to
Pederal standards, whether they obtain thie
coverage through private 1nsurance companies,
HealthCare, provide it by self-insuring or
through multi-employer trusts. The purpose of
the standards 1s to assure consumers adequate
protection and information about their insurance
coverage, and to link private coverage standards
with HealthCare to achieve a national guarantee
of basic protection. To meet the conditions of
the employer mandate a plan must:

«= provide, at a munumm, the HealthCare
benefit package with a maximm out-of-
pocket lLiability of $2500 policy. Plans
may include any cost-gsharing configuration
desired, 80 long as the out-of=pocket
limit is retained. However, there will
be no cost-gharing for pre-natal and
delivery services for pregnant women
of preventive and acute care services
provided to an infant in the first year
of life.

~= provide the same benefits to all persons.
There will be no waiting period for coverage
after the 10th week of employment, and
coverage must continue at least 90 days
after termination of employment, or after
the death of a worker or divorce of a
worker and spouse.

- not liumt or exclude coverage due to
pre-existing conditions; provide care
for newborns and have no restrictions
on coverage or benefits for those in
poor health.



-- cover spouses, dependents, including children
(and adopted children) up to age 22,
(or age 26 if a full-time student or other~
wise a dependent of the wage-earner)
and children disabled prior to age 22,
if living with their parents. BEsployees
and/or their Jdependents must be given the
right to continue to buy comparable individual
plan from the insurance company after termination
of employment, regardless of their health risk.

— provide adequate, clear information regarding
policy provisions, benefits, costs and conform
to any further public disclosure requirements or
standards for policies.

— publish a reasonable relationship of premiums
charged for qualified plans to benefits
peid to policyholders.

Enforcement of Standards. DHEW will review and certify
all private plans. Similar standards and certification
processes will be applied to insurance companies seeking
to marl%et to employer groups and to self-insured plans
of a single employer or a multi-employer employer trust.
States will continue most of their insurance regulatory
activities (e.g., review of premiums and plans for
financial solvency). While traditional State roles

in insurance regulation will be largely preserved,

the Federal govermment has a responsibility to assure
that plans purchased under the mandate are uniform and
meet minimum standards. In the event of a conflict
between the Federal mandate and State requiresents,

the Pederal standards will be primary.

An insurance company which alters a previously
qualified health insurance plan — or otherwise
mistepresents a plan as conforming to Federal
standards when it does not — will be liable for
several penalities:
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- The company will not be allowed to
market any health insurance undet
the Federal program for a specified
period.

— The company will be assessed a financial
penalty.

- The company will be liable for civil
suit and subject to criminal penalties.

o Reinsurance Program. C(reation of a voluntary
Reinsurance ﬁﬁ that will allow HMOs and firms to

buy protection against the costs (over $25,000)
of truly extraordinary illness, thus providing
protection for businesses to self-insure and
have a direct interest in cost containment as
well as giving HMOs umbrella protection in
handling high risk populations.

Re imbur sement

o Hospitals. Payment for hospital services in approved

private plans, as in HealthCare, will be based on
implementarion of the Administration's hospital cost
contaimment program.

%iciam and other ambulatory care services.

1ssue O t — 1 any -~ restraincs uld

be placed on payment to physicians under partici-
pating private insurance plans was one of the most
difficult questions to resolve in designing Phase I

of NHP. Clearly, fee schedules and mandatory assign-
ment are essential camponents of HealthCare plan; needed
to control costs, protect beneficiaries, and institute
more equitable reimbursement rates for primary care
physicians than exist in Medicare and Medicaid today.

Extension of the same fee schedule to private plans
and requirement of mandatory assigmment plans were
considered, but rejected, for Phase I NHP. Instead,
the Phase I, NHP will attempt to stimulate competition
among providers and assist beneficiaries in knowing
which physicians accept insurance payments as full
compensation for a service.
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— The HealthCare fee schedule will be furnished

on an advisory bagis to all insurance plans
marketing coverage to meet the employer man-
date. Plans may use — or not use — the
schedule in guiding the rates they will pay
for a given service.

Insurance plans will furnish enrollees with
lists of physicians in the State who agree
to accept the insurance plan's reimbursement
as full compensation for their services.
This will enable consumers to make a better-
informed choice of physicians.

The various incentives to establish or expand
pre-paid practice systems (HMOs, 1PAs) may
serve to restrain fee increases by physicians,
who must compete with the pre-paid plans for
patients.

The success of these incentives to restrain physician fees
through competition and consumer information will be studied

for three years by a Presidential Commission. Following that

study, the Commission will make recosmendations.

7.

System Reform: Competition

A number of incentives to increase competition among
providers have been included in the private mandate
provisions, The most important of these include:

0 The requirement that employers make equal
dollar premium contributions to (all plans
offered by the employer (e.g., an insurance
plan or plans and HMOs or IPAs). This will
encourage employees to seek out lower-cost
plans because the employer's relative
contribution would be greater. It will
encourage employers to help establish HMOs
in order to hold down their premium
liabilities.



In the event the employer's contribution

would exceed 1008 of the premium cost for

a low-coet plan, alternative fringe benefits ot
other compensation to the employee would

be required.

o Improved consumer information wiil be
available inciuding:

— the list of participating physicians
furnished by private insurance plans

— information regarding area HMOs or IPAs
(available from HealthCare Office.)

IV. CONSBQUENCES

Phase I of the National Health Plan will be universal, reaching
every Ametrican. Por the most vulnerable in our society — the
aged, the poor, the disabled, mothers and infants — it will
provide comprehensive care, that is a full range of benefits
subject to either limited or o cost-sharing. FPor all others,

it will at ainimum provide protection against the cost of major
illness, while establishing a framework upon which comprehensive
protecticn can be built through voluntary improvements and through
statutory enlargement of the employer guarantee. The consequences
of NHP Phase I for beneficiaries, employers, State and local govern-
ments, the private insurance industry and employers is described
in the following sections.

A. Beneficiaries

1. Aged and Disabled: HealthCare will continue and expand the coverage
now available under Medicare.

o Por the first time, 2i million aged and disabled
Mmericans will have a limit on their out-of-pocket
medical expenses. No enrollee will pay sore than
$1,250 for covered medical services. The poor aged
and disabled will pay nothing.

o Current Medicare benefits will be impcoved through
providing unlimited days of hospital care and expanded
benefits for mental health and alcoholism services

o One-half million of our poorest elderly citizens, who
do not now have sufficient Social Security coverage
to be eligible for Medicare, will receive insurance
for the first time under HealthCare.
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2. The

3. The

67

About 20,000 disabled individuals, who now lose Medi-
care benefits when they return to work, will retain
their health insurance coverage for three additional
years.

In total, the elderly will save almost $1 billion in
out-of-pocket payments for physician services, vecause
physicians will not be allowed to bill at more than the
approved rate.

Low-Income: Medicaid coverage will be significantly altered and

15.7 million non-aged poor now on Medicaid will be
automaticzlly converted to full subsidy coverage under
HealthCare. This includes SSI recipients who live

in the 15 States that do not provide Medicaid to all
these individuals.

Current Medicaid recipients will receive a similar package
of acute care services through HealthCare. They will con-
tinue to receive long term care services through State-
run programs.

An additional 10.5 million persons with family incomes
under 55 percent of erty will, for the first time,
be brought into a EEVE care financing program. These
people will receive fully-subsidized coverage through
HealthCare.

An estimated four million additional individuals

will obtain HealthCare coverage because their medical
expenses are 30 high as to reduce their effective family
income to 55% of the official poverty level.

Arother 7 million people who are within $3000 of the 558
of poverty level are thus insured by the spend-down

even if their expenses in a given year are not sufficiently
high to qualify them for HealthCare coverage.

1 : Under Phase I NHP all full-time employees and
ir 1es will be guaranteed a minimum level of health

insurance coverage.

o

156 million workers and their families will finally be
protected against the devasting costs of catastrophic
illness. MNone will have to pay more than $2500 per family
on out-of pocket expenses.



4. Ali

Bvery worker will have coverage for prenatal, delivery and
infant care with no cost-sharing requirements.

No worker will have to pay more than 258 of the premium for
mandated coverage.

All workers will be assured extension of health benefits
during short periods of unemployment, and their families
will be similarly protected if the wage-earner dies or if
the family is separated. Workers and their families will
have an opportunity to convert their health insurance to
an individual policy if they desire after leaving employment.

For many workers and their families, the scope of benefits
will be improved through coverage of physician services and
home health visits.

Low-income workers and their families will receive subsidies
for their gshare of the premium through an expanded Earned
Income Tax Credit.

Employees will be able to join any qualified Health Main-

tenance Organization or Independent Practice Association
in their area, if they desire.

Others: About 9 million Americans will not automatically be

Insured under HealthCare or through mandated employer coverage.
These people are unemployed or work part-time, but are not over

age

65 nor poor enough to be entitled to fully-subsidized care.

HealthCare offers a basis of catastrophic protection for this
group in two ways:

o

Any non-employed person can purchase HealthCare coverage
at a national community-rated premium. (Federal subsidies
will hold the premium rate to no more than the average per
capita health expenditure for all individuals and persons
in amall groups in the country. Because the nine million
individuals in this group have much higher than average
health costs —- approaching $3000 each — a subsidy is
required to make coverage affordable.) About 1 million
are likely to buy a plan including the complete HealthCare
benefit package, with a deductible of $2500.
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B. Bmployers: Under Phase I NHP employers will be required to provide
coverage meeting Federal standards to all full-tume employees
and their dependents.

o

o]

Most firms in well-insured industries (manufacturing,
transportation) will have to make only small changes

in their current plans - e.g., adding physician office
visits or the mental health benefit. In poorly-insured
1ndustries, such as agriculture and retail trade, many
will for the first time provide at least catastroohic
protection for their employees. Various measures have
been included in the Phase I NHP to assure that meeting
the terms of the guarantee will not cause undue hardship
to employers and will not result in substantial job loss.

— the guarantee requires only that the employer purchase
insurance covering costs in excess of $2500. This
holds the average premium rate for the mandated plan
to $450 per worker.

-- For those employers whose work force includes a large
proportion of workers with higher than average health
costs (older workers, » high proportion of women in
their childbearing years, or those witn large families)
subsidies have been included as part of the Phase I
package.

%ry_%wxll be able to buy the mandated insurance

tom HealthCare by paying a premium equal to 58 of payroll.
Or, 1f the employer prefers to purchase coverage privately,
a sumilar subsidy will be provided to pay private premiums,

Within the framework of Federal requirements for certified

plans, employers will continue to negotiate coverage with insurance
campanies as they do today. Large fimms, (with over S0 employees)
will be able to purchase experience-rated contracts whereby
premiums are set according to individual utilization experience.
Pirms of 10-50 workers will pay a commmity-rated premium for

fimms of that size. This will protect a small firm (10-50 workers)
with exceptionally high-risk employees from paying a premium which
18 substantially higher than that paid by other fimms of

a comparable size.

The availability of the woluntary Federal Reinsurance Fund

will enable many medium-size firms to self-insure. Because

the Reinsurance Fund will insurance exceptionally large claims
(over $25,000) many employers may find it cheaper to self-insure
for claiums under that amount.
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C. State and local goveigpents

Because the Phase I NHP 15 putting into place a national health
program *he current responsibilities of State and local govern-
ments will be altered in several respects.

1. As loyer s

State and local governments in their capacity as employers will
be required to provide insurance coverage to their workers which
meets the standards of the mandate.

2. Administration

States will conduct eligibility determinations for those families
who enter the program because of eligibility for cash assistance.
They also will have the option, subject to meeting appropriate
performance standards, of contracting with the HealthCare program
to conduct eligibility determinations for all persons entering
through the national low-income standard or through the spend-
down prcvisions. States will retain administrative responsibility
for financing services not covered by HealthCare (primarily long
term care), although provision would be made at State option for
administration through HealthCare of the non-covered acute services
that some States now provide through HealthCare at State option.

3. Other Continued Functions

States will continue their traditional functions in certification
and licensure of facilities and personnel and the regulation of
private health insurance. However, to the extent that federal
regulations governing the employer mandate plans conflict with
State regulations, the federal regulations will be primary.

4. Piscal Responsibility/Fiscal Relief

State and local financial responsibilities for public health care
programs will be affected in two major ways by this proposal:
(see following table)

0 The NHP Phase I will provide $2 billion in fiscal
relief for State and local governments (see tables
at end of fact sheet for the geographic distribution
of this fiscal relief). This fiscal relief will
result from:
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— A $0.5 billion decrease in the State share
for current Medicaid services

-~ The fact that HealthCare provides low-income
individuals and families with additional
insurance coverage which will help pay
bills to State and local hospitals or
replace payments made by other State and
local programs - $1.5 billion,

States will continue to share with the Federal government
1n the costs of financing HealthCare covered services

for low-income population in a manner that will retain
State incentives to restrain inflation in health care
costs. State liabilities will approximate those they
would face under Medicaid, (less the fiscal relief,
indicated above). To insure no State faces a greater
liability there will be a five year hold-harmless provision
for any increased health care costs (relative to Medicaid)
resulting from expansion of cowrage, improved benefits
or upgrading of physician fees.

Federal and State Financial Responsibilities During the Transition

Per 10d

Currently the States share 1n Medicaid costs according to a
formula that yields a range from a low of 228 to a high of
508, depending on State per capita income. At present the
States have a great deal of flexibility to influence total
Medicaid costs in the State by modifying plan provisions
such as benefits covered (except for those required in the
core benefit package necessary to meet the conditions of the
Federal grant-in-aid program), reimbursement levels, and
other provisions including income eligibility levels for
entering the program.

puring the first two years subsequent to the implementation
of HealthCare, the Medicaid matching formula would continue
to detemine the States share for financing those services
not covered by HealthCare. However, in order to hold States
harmless for the anticipated increased costs for expansions
in full subsidy and spend-down coverage, improved benefits
and fee upgrading for HealthCare covered services, and to
provide some fiscal relief, the State share in HealthCare
costs will be calculated as follows:
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o the Medicaid expenditures that each State would
have incurred during these two years for HealthCare P
covered services will be projected by indexing
actual Medicaid costs in the prior year to the
average growth rate of State Medicaid expenditures
during the prior three years. (Maintenance-of-
effort of tne current State Medicaid plan would
be required from the time of enactment of NHP
Phase I until replementacion Of HealthCare.)

0 States will be required w0 pay 90% of these
estimated expeditures which, in the aggregate,
are expected to be about $5.5 billion,

This pcocedure will guarariee States fiscal relief
during the first tw years of the program and
produce a predictable HealthCare expense for them.
It also will maintain their incentives to hold
down inflation in medical care coets after the
enactment of NHP Phase I.

o Federal and State Pinancial Responsibilities After the Transition
Period

In the third and subsequent years after umplementation of the
program, States will share in the actual costs -- ercluding

that portion attributable to the eligibility expansion, benefit
unprovement and fee upgrading -~ of providing Healthare covered
services to the low income population on the basis of the Medicaiud
matching formula.* However, this formula will be adjusted to
provide a 5% reduction in all States' matching rate as it applies
not only to their new HealthCare cost-sharing, but also their
continued Medicaid service expenditures for non-HealthCare covered
services. This will provide additional continuing fiacal relief

* Estimated Medicaid expenditures will be subtracted from total HealthCare
costs for the low-income population in year two. The remainder will
reflect those costs attributable to the eligibility expansion, benefit
wmprovement and fee upgrade which are being borne 1008 by the Federal
government. This figure, indexed by the rate of growth of the nomunal
Q¥P, will be subtracted from the subsequent years' costs of HealthCare
for the low-income population in order to arrive at that portion in
which the States would share.
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for the States which 1s estimated to be about $.5 billion
in the third year. Purthermore, a general hold-harmless
will remain in effect through the fifth year of HealthCare
based upon projections of what the States otherwise would
have paid under Medicaid for HealthCare covered services
(calculated in the same manner as described above for the
transition period).

These cost-sharing arrangements will insure that States,
as well as the Pederal government, are sensitive to the
need to restrain health care cost increases. States will
continue to enjoy substantial fiscal relief beyond the
third year as long as the rate of growth of HealthCare
program costs increases for the low-income population
does not substantially exceed that of the GNP.

States also will be protected from the costs of any

future eligibility and benefit expansions in the program
in subsequent phases.

Savings 1n State and Local Public Facilities and Grant Programs

There will be additional umediate fiscal relief for State
and local governments .n the amount of $1.5 billion.

This fiscal relief results from the extensions of insurance
protection 1n HealthCare (the new coverage for 10.5 million
low-1ncome persons and 4 million through spend-down) and
through the employer guarantee., These insurance plans —
HealthCare and private plans -—- will reimburse municipal,
county and State hospitals for services that must now be
financed through tax revenues. Insurance payments will
also replace payments to providers made by State and local
grant programs such as those for crippled children.
Approximately half of the $1.5 bill.on in fiscal relief
will flow to State governments. The table which follows
details fiscal relief by State.
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D. The Insurance Industry

The decision to provide insu ance coverage for the working population
primarily through private insurance companies will create an initjal
increase 1n insurance premiums paid by employers and employees of
$8.5 billion. These are not voluntary pcremium payments, they are
made by employers and employees as a result of Federal law,

A government requirement that all working people

purchase protection against major medical expenses uwposes a corollary
obligation on the Federal government to assure the value and availability
of protection offered to meet the guarantee. FPor this reason, new Federal
regulations will be established to qualify insurance plans which are

sold to meet the conditions of the guarantee. These regulations will
supercede any sumilar requlations imposed by States. States will,
however, continue to regulate private health insurance for solvency

and other aspects of insurance sales which are now regulated by

State law,

E. Providers

The cambination of HealthCare and extended private insurance as a
result of the employer quarantee will effect major health care
provider groups in the following way:.:

0 Hospital revenues will be contained through the
provisions of the Administration's hospital cost
containment plan. However, as a result of extending
coverage to persons now either uninsured or inadequately
1nsured, revenues to hospitals and skilled nursing
facilities will increase by $5.5 billion,

o Physicians and other providers of ambulatory care
services will continue to operate their practices
just as they do under current law and programs.
Mothing in the NHP Phase I will alter the professional
relationship between physician and patieat. Nothing
in the NHP phase I will restrict the right of
individual patients to choose their own physiclan.

The most significant change fram current law for physicians 1s the
requirement that any physician treating HealthCare beneficiaries
agree to submit their bill to the HealthCare program rather than
billing the patient directly, and to accept the HealthCare payment
as full coampensation for the service —— not to bill the patient for
any additional amount. As a result of the extension of coverage to
those not previously insured for physician services and because of
the upgrading of Medicaid fees, total payments to physicians and
other providers of ambulatory care services will increase by $10.3
billion under NHP Phase I.
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v.

ost of the Phase I NHP and Economic Impact

Bxpansion of coverage and benefits under the Phase I plan will
not begin until FY 1983. This provides time for administrative
planning; gives initial cost controls and system reform incentives
an opportunity to slow increases in health care costs prior to
the expansion of coverage, and gives employers an opportunity to
plan for proposed standards on health insurance coverage for
employees,

The actual first year cost of the program will depend, in part,
upon the restraint in health care costs brought about by other
Administration initiatives prior to 1983 such as:

o hospital cost containment

o strengthening of health planning and utilization
review under the Professional Standards Review
Organizations (PSROs)

o emphasis upon technology assessment

o expansion of health maintenance organizations

The uncertainty as to the magnitude of savings brought about by

these types of system reforms and cost costraints makes any projection
of first year costs more problematic the further out in tume the
estimates are presented. To teduce this uncertainty, all cost
figures are for FY 1980, assumuing that the Phase I plan were

in effect in that year. In addition, estimating change in Federal
expenditures and total health system costs due to Phase I 18 a
complex technical task. We will work with CBO over the next few
months to further refine these est.mates.

A. Total Health Spending

As shown below, the Phase I plan will increase total health
spending for the ocovered benefit package (hospitalization,
physician services, lab and X-ray, and prenatal, delivery, and
wnfant care) by $17.8 billion (in 1980 dollars and population)
or 0.7% of QP.
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EXPENDITURES POR QOVERED SERVICES, CURRENT LAW AND UNDER NHP-PHASE I
(FY 1980: AMOUNTS IN BILLIONS)

CURRENT NHP

LAW PHASE 1 CHANGE
TOTAL SYSTEM SPENDING* $148.0 $166.3 §18.3

45.0 63.2 +18.2
FEDERAL

42.6 48.7 + 6.1
EMPLOYER

52.0 48.0 - 4.0
INDIVIDUAL

8.4 6.4 - 2.0

STATE

*For NHP covered services

The ret impact on total health spending during the 1980s, however,
will depend upon total system savings from hospital cost containment,
reubursement reforms for physicians and other health care providers,
and other health system reform measures included in the Phase I plan
or other Administration initiatives. Reductions from cost controls
and system reform incentives are estimated to more than offset the
g?nde{ utilization and expenditures generated by the Phase I plan
after the third year of operation. Even with the expansion to the
fully implemented universal, comprehensive plan, total health spending
18 expected to he lower than it would be under the current system.

B. FPederal Budget

The net effect on the federal budget of the Phase I plan will be
$18.2 btllion (FY 1980 dollars and population). Federal tax revenues
are used to:
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o Improve major medical protection for the
aged and disabled

0 Subsidize coverage for the poor and
near -poor

o Provide financial protection for selected
low-wage and/or high-risk workers and
unenployed persons; and

0 Quarantee access to adequate pcenatal,
delivery, and infant care to non-employed
families
1. Aged and Disabled — $3.9 billion
Coverage for the aged and disaoled is improved in two major respects:
o A ceiling on cost sharing of $1250 per person

is imposed, and the limits on covered hospital
days are removed — Net cost $1.8 billion

o All aged below 55% of poverty are fully
subsidized, and spend-down protection is
provided for all aged with incomes above
this level —— Net cost $2.1 billion

2, Low-Income (Non-Aged) — $10.7 billion

All cash assistance recipients and person below 558 of poverty
teceive fully subsidized care. Others above this income may
"spend-down”" and receive coverage. Major costs for this group
are allocated as follows:

o Improved coverage for current cash assistance
recipients (primarily an upgrade in physician
fees under the Medicaid program) — $1.4 billion

o Expansion of coverage to all below 55% of poverty
~ $5.5 billion

o Spend-down coverage ~- $3.8 billion

47-1470-79-6
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3. Bmoployed — $1.6 billjon

Pederal revenues are used to subeidize care for selected low
wage and/or high risk workers:

0 An Earned Income Tax Credit provides relief
from additional mandated premiums for low
wage workers — et cost $0.9 billion

0 Any firms may purchase HealthCare at a
subsidized premium if their costs for the
mandated benefit would otherwise exceed
5% of payroll (a comparable subsidy will
on the experience of individuals and firms
be provided if they buy private). Pederal
general revenues are used to subsidize the
difference between premium payments and ,
benefit payments — Net Cost $0.7 billion

4. Others — $0.5 billion

—- Financial protection and access to prenatal, delivery,
and infant care services are guaranteed for the non-employed
through the purchase of HealthCare coverage:

o Such individuals may purchase a $2500 deductible
plan covering hospitalization, physician services,
lab, X-ray — by paying a premium set at the
average community rate equivalent to the average
cost for individuals and firms with fewer than
50 employees. Pederal general revenues are used
to subsidize the difference between premium payments
and benefit payments (premiums cover 75% of benefit
costs) — Net Cost $0.3 billion.

0 Nonemployed families may also enroll once a
year for comprehensive prenatal, delivery, and
infant care up to age 1 by paying a premium set
at one-fourth the cost of this coverage for
employed families. Pederal general revenues
are used to subsidize the differeice between
premium payments and benefit payments — Net
Cost $0.2 billion.
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S. Aministrative Expenses — $2.1 billion

The additional federal administrative costs are $2.1 billion., The
greatest proportion of this increased cost is for intake and
eligibility determination of the approximately 15.7 million newly
covered persons (1.2 million aged, 10.5 million fully subsidized
low-income non-aged, and 4 million spend-down into fully subsidized
coverage).

6. Tax Elfects — $ -0.6 billion

The Phase 1 will also affect the federal budget indirectly through
its impact on federal tax receipts. There are three important
effects:

o OQut-of-pocket payments will be reduced, and
itemized deductions under the personal income
tax will be lowered. This will increase¢ federal
tax payments, and reduce the net deficit to be
financed. Net (ost — $ -0.5 billion.

o The personal income tax provisions for health
insurance premiums and medical expenses will
be changed. A deduction will be provided only
to the extent that premium and medical expenses
exceed 10 percent of adjusted gross income
(rather than 3 percent as in current law).
This will increase federal tax payments, and
reduce the net deficit to be financed.
Net Cost — $§ -1.3 billion.

o Bmployers will be required to spend $6.1 billion
nore under the employer guarantee plan than
they would under current law. To the extent
that employers substitute these premium payments
for wage payments, taxable income of employees
will be reduced (or, in practice, increased less
than they otherwise would have increased). This
will reduce federal tax payments, and increase
the net deficit to be financed. Net Cost — $1.2 billion.
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C. Other Financial Flows

Some provisions of the Phase I plan will increase both federal
receipts and expenditures, with no net effect on the deficit.
These include:

o A voluntary reinsurance plan will be provided
to any insurance company, health maintenance
organization or other organized delivery
setting, or employer choosing to self-insure
employees. This reinsurance plan will be
self-financing through the assesament of
premiums sufficient to cover expenses.

It is estimated that premium payments of
$0.3 billion will be made to the plan.

o Individuals and employers may purchase
HealthCare coverage by paying a premium
set at the community-rated pcemium for
individuals and firms with fewer than 50
enployees. Premium payments which will
go to cover benefit payments will be $0.9 billion.

In total, these provisions will increase both federal outlays

and federal receipts by $1.2 billion, with no net effect on the
federal budget deficit.

D. Impact on Bwployers and the Economy

The Phase I plan takes care to minimize the impact on employers

to avoid any serious economic effects on employment or inflation.
The net increase in employer premiums, over and above current
health insurance premiua payments is expected to be $6.1 billion
(in 1980 dollars). If the plan were implemented immediately

upon enactment, it might be expected to cause a one-time increase
in the CPI of 0.2 percentage points (assuming all new employer
costs were reflected in higher prices) and result in the loss of
about 50,000 jobs. However, no changes in employment-based insurance
are proposed until FY 1983. This should provide time for employers
to make adjustment in their wage and fringe benefit packages to
accommodate the standards set by the plan and, as a result, cause
only inconsequential employment and inflation effects.



81

Page 40

Also, in order to ameliorate any adverse impact on selected firms,
subsidies are provided to small firms and to firms with unusually
high premiums as a percent of payroll (either because workers

have low wages or are high risks). Any firm with premiums exceeding
S percent of payroll will be eligible for a subsidy to purchase
HealthCare coverage or comparable coverage from a private insurance
fm'

VII. RELATION OF PHASE 1 TO A FULLY IMPLEMENTED NATIONAL HEALTH PLAN

Phase I is structured so that it can easily be converted into a
universal, comprehensive plan.

o For the aged and the disabled, cost-sharing could
be reduced further and a drug benefit acded.

o Por the poor, the low income standard could be
raised from 55 percent of the poverty line to the
poverty line itself, increasing the numbetr of low
income Americans who receive tully-subsidized
comprehensive coverage.

o For the employed, the employer guarantee could be
extended beyond full-time workers to part-time workers.
Qost~sharing could be reduced and deductibles
eliminated, converting catastrophic coverage to
comprehensive coverage.

o For the non-aged, non-poor, non-employed, comptehensive
coverage could be required, but there could be
subeidized premium costs and cost-sharing for the
near poor.

o0 For all mothers and children, the prenatal, delivery
and infant benefit could be extended through the
child's sixth year without patient-cost sharing.

The fully implemented National Health Plan would also meet a
fundamental requirement: Total health system costs under tnhe
fully implemented plan, with both dramatically expanded coverage
and effective cost contairment, would be less than the present
health system with its inadequate coverage and without effective
cost contaimnment.

This will result in the achievement of one of President Carter's
fundamental goals. Th» costs of vitally needed health care
benefits for those lacking adequate health insurance must, to
the greatest extent possible, be offset by savings from cost
contaimment in the inflationary health care industry.
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JUNE 12, 1979

THE CARTER ADMINISTRATION'S OUTLINE OF
X FULLY IMPLEMENTED NATIONAL HEALTH PLAN

The Carter Administration is firmly committed to a universal, comprehen~
sive National Health Plan. This white paper provides an outline description
of such a plan when fully implemented, and relates it to the Phase I legis-
lation which the President is proposing.

Background

The National Health Plan, and the Phase I legislation which serves
as its foundation, derive from the President's commitment to the goals
of universal, comprehensive coverage.

A. Early Commitments

president Carter has been working to improve health care since his days
as Governor of Georgia. During the 1976 Presidential campaign, before a
group of Black medical students, he first set forth his vision of the
ideal health care system, including:

-~ universal, mandatory coverage;

-- the same comprehensive benefits for everyone, including
preventive care;

-- a variety of financing sources;

-- strong cost and quality controls and incentives for
system reform; and

-- puaasing of implementation according to national priorities,
dealing with the most severe unmet health care needs first.

B. Presidential Principles

In July 1978, the President reiterated his support for universal and compre~
hensive coverage, to be achieved through a mixture of public and private
financing, He issued a set of specific principles to guide the design

of a tentative plan.

These principles remain the touchstone of the proposal the Administration
is presenting today. They are notable because they call for a National
Health Plan much b oader in scope than simple insurance improvements

-~ a plan that includes other steps required to address the critical
problem of health cost inflation and to expand access to care for
millions of underserved Americans. The principles are-
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The plan should assure that all Americans have comprehensive
health care coverage, including protection against catastrophic
medical expenses,

The plan should make quality health care available to all Americans.
It should seek to eliminate those aspects of the current health systenm
that often cause the poor to receive substandard care.

The plan should assure that all Americans have freedom of choice
in the selection of physicians, hospitals, and health delivery
systems,

The plan must support our efforts to control inflation in the econony
by reducing unnecessary health care spending. The plan should include
aggressive cost containment measures and should also strengthen com=
petitive forces in the health care sector.

The plan should be designed so that additional public and private
expenditures for improved health benefits and coverage will be sub=
stantially offset by savings from greater efficiency in the health
care system,

The plan will 1involve no additional federal spending until FY 1983,
because of the tight fiscal constraints and the need for careful
planning and umplevmentation, Thereafter, the plan should be phased
in gradually. As the plan moves from phase to phase, consideration
should be given to such factors as the economic and administrative
experience under prior phases. The experience of other government
prograns, in which expenditures far exceeded initial projections,
must not be repeated.

The plan should be financed through multiple sources, including
government funding and contributions fram employers and employees.
Careful consideration should be given to the other demands on govern=
ment budgets, the existing tax burdens on the American people, and
the ability of many consumers to share a moderate portion of the
cost of their care.

The plan should include a significant role for the private insurance
industry, with appropriate government regulation.

The plan should provide resources and develop payment methods to pro-
mote such major reforms ir. delivering health care services as sub-
stantially increasing the availability of ambulatory and preventive
services, attracting personnel to underserved rural and urban areas,
and encouraging the use of prepaid health plans.

The plan should assure consumer representation throughout its opera=
tion,



C. Oonsultation

At the same tume that the President 1ssued the principles, he asked
that the tentative plan serve as a basis for consultation with Congress,
State and local officials, interest groups and consumer representa=
tives. He told Secretary Califano:

*I am directing you to develop a tentative plan as soon
as possible which embodies these principles and which
will serve as the basis for in-depth consultation with
the Congress, State and local officials, interest
groups, and consumer representatives. You should then
provide me w.th detailed recommendations so that I
can make final decisions on the legislation 1 will
submit to the Congress next year.®

The President also requested analysis of options for phasing toward
a fully implemented plan, as follows:

"To respond fully to my economic and budgetary concetns,
you should develop alternative methods for phased imple-
mentation of the plan.”

D. Legislative Approach

The approach that emerged from the phasing analysis and the consultation
process was that the President would:

-= present an outline of the full universal and comprehensive
nlan to the 96th Congress; but

== ask for legislative consideration of only the first
phase at this time,

As Secretary Califano said when he announced the President's decision
1n March of this year:

"Since January, my colleagues and I have consultel scores
of Congressional leaders, committee and subcommittee chair-
men, and health industry experts. With few exceptions, the
overwhelming sentiment among legislators 1s that the 96th
Congress cannot and will not digest a complete national
health plan in one bite.”

Many members askad that the President send a Phase I bill to the Congress
and accompany it with a description of the total plan.
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The Pully Implemented Nationil Health Plan

when fully implemented, the National Health Plan (NHP) will guarantee
universal comprehensive health insurance for every American, using 3
mixture of financing sources and preserving a significant role for the
private insurance industry.

General structure. The two basic structural entities established in

Phase I will continue:

HealthCare — a public plan providing comprehensive

coverage to the aged, the disabled, the poor ard the

near fwor, and offering comprehensive coverage to individuals
and firms unable to obtain such insurance in the private
secto .

The employer guarantee — employers will be required to
purchase qualified comprehensive plans for their employees
from private insurors or HealthCare, and o pay at least 75
percent of the premium.

Eligibility. Every American will be covered by HealthCare or a qualified
private plan meeting HealthCare standards. Using the estimated U.S. popu-
lation in 1980 of 231 million as a base, this includes:

—

Employees and their dependents — 160 million persons
-~ will be covered by the employer guarantee.

The aged and disabled — 29 million persons over 65
or eligible for disability benefits — will be fully
covered by HealthCare.

Low_incore -- 37 million persons with incomes up to
the federal poverty level ($7500 for a family of four
in 1980 dollars) -- will be fully covered by HealthCare.

Others — 5 million persons who are neither poor nor
aged and who do not have salaried incomes — will be
required to purchase qualified private insurance
plans or HealthCare coverage (with premium costs
prorated for the near poor). This mechanism will
achieve universal, mandatory coverage.

Benefits. HealthCare and all qualified private plans will be required to
incorporate uniform covered services and patient cost-sharing provisions.

The comprehensive package of covered services will consist of:

unlimited hospital, physician and diagnostic services;

3
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— specific amounts of other services with annual limits:
o 100 days of care in a skilled nursing facility*
o 100 home health visits
o 20 days in a mental hospital
o $1000 in outpatient mental health care

-~ cost free prenatal, delivery and both preventive and acute
child health care up to the age of 6, as well as cost free
preventive care for all ages, based on a lifetime health
monitoring program; and

-- outpatient prescription drugs in excess of $250 per person
annually.

The cost-sharing provisions will provide incentives for outpatient and
preventive care and protect all Americans against large expenditures
by:

- elimination of deductibles (except for drugs);

-- an egual coinsurance rate of 25 percent acroes all
covered services (except that there will be no coin-
surance on prenatal, delivery, child health care up
to the age of 6, or on other preventive care);

-- a limit on annual out-of-pocket expenses for covered
services in excess of $1500 per family or $750 per
individual; and

~- prohibition of cost sharing for the poor and more
limited cost sharing for the near poor.

Financing. NHP will use a mixture of public and private premium financing
vhile taking a number of steps to maximize equity:

~~ Necessary subsidies for the poor, the near poor,
the aged and disabled, low income workers and
low wage employers will be provided through public
general revenues.

-- Current Medicare payroll taxes will be retained
but not increased.

- Employers will be required to pay at least 75 percent
of any mandated premium; employees, up to 25 percent.

*This benefit is included as a transitional service to help persons
with acute problems to return to their communities. Long term care
will be a separate program.
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Competition will be encouraged because private in-
surors will be free to price large group plans at
rates reflecting actual costs. At the same time
these plans will have to compete with a HealthCare
premium controlled for inflation — thus preventing
exorbitant prices.

Every worker will be insured individually; in families
with two wage earners dependents can be included in
either worker's plan, This will discourage employers
from seeking out “"secondary® wage earners for whom
they now pay no premium.

Reimbursement. Reimbursement and cost containment policies under NHP must
attempt to resolve the key tension between the desire to expand coverage
and the need to contain costs:

Hospitals will be paid by public and private insurors
according to limits prescribed in the program that
evolves from the Administration's hospital cost
containment proposal.

HealthCare will pay physicians according to areawide
fee schedules; physicians will have to accept the
fee as payment in full and will not be allowed to
bill patients for extra amounts.

The schedules will serve to advise privately insured
patients of reasonable physician fees and to encourage
them to shop for less expensive care. If private fees
are not kept within reasonable limits voluntarily,
consideration will be given to other measures to
contain physician costs.

Incentives for competition will include favorable
reimbursement policies for Health Maintenance
Organizations (HMOs) and other organized settings.

Brmployers will be required to offer employees

coverage by any qualified HMO in the area and to
make equal contributions to the health plans they
offer their employees. Brployees will then have
an incentive to choose more cost effective plans.

A commission will be ectablished to determine
whether physician reimbursement policies are con-
taining costs sufficiently and achieving broad
provider participation in HealthCare.
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Mministration. The fully implemented NHP will preserve a major role for
private insurors while providing uniformity of coverage:

— Private insurors will market and underwrite quali-
fied insurance plans for most current beneficiaries,
add new beneficiaries through the employer guarantee
and increase income by bidding on claime processing
for HealthCare.

-~ HealthCare will oconsolidate Medicare and Medicaid
administrative functions and standardize eligibility,
benefits, and reimbursement policies.

System reform initiatives. NHP is designed as an umbrella to include
non-insurance provisions addressing problems in the wey the health care
system operates. Some of these initiatives will be included in the
Phase I legislation; others involve separate hut complementary legis-
lative or administrative steps. They include:

-- Limits on hospital capital growth.

— Incentives for competition, primarily through
HMO development and expansion and consumer
information about physicians' fees.

-- Expansion of utilization review.

— Establishment of a new process to assess and
coordinate federal grant efforts in light of
expanded insurance coverage, including sub-
mission of a five year plan beginning with
the first year of Phase I implementation.

-- Incentives for redistribution of ohysicians.
— Technology assessment.

-~ Improved delivery of services: primary care in under-
served areas; mental health; prevention.

-- Government-wide efforts to prevent accidents and
eliminate occupational or environmental causes of disease.

Costs. When fully implemented, NHP will meet a fundamental requirement:
Total health system costs, including dramatically expanded coverage and
eifective cost containment, will be less than those of the present health
system with its inadequate coverage and lack of effective cost containment.
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III. The Fully Implemented Plan Compared to Fhase I
A. General Structure

The two basic structures of the fully implemented National Health Plan
(NHP) — the putlic plan, HealthCare, and a requirement that employers
purchase qualified insurance for their employees — will be established
in Phase I.

These two entities are the key to a smooth transition from Phase I
to the fully implemented plan. Once they are in place, several fairly
simple expansions will lead to deeper and broader coverage for all.

1. BealthCare. Por HealthCare, expansion will take two forms:

o The most significant improvement will provide
" fully subsidized coverage for all of the Nation's
poor — by raising the income standard below which
every person is eligible.

0 Nearly all aged and disabled will already be enrolled;
their insurance will be improved by providing greater
pratection against out-of-pocket expenses.

2. %glgﬁt gantee. Expansion of the employer guarantee will
80 be of two types:

o Here the most significant improvement will be in the
nature of insurance. Qualified plans will be required
to incorporate uniform cost sharing provisions with
greater protection against out-of-pocket expenses,
thus providing comprehensive coverage to all working
families.

o Employers will assume responsibility for part time
as well as full time employees.

B. Eligibility

when fully implementad, NHP will mandate basic health insurance for all

Americans. Several mechaniams will be used to move the four population

groups — the low income, the aged and disabled, the employed and others
— toward this universal cosprehensive coverage.

1. Llow Income. There are roughly 37 million persons at or near
the federal poverty level who are not aged or diswbled. Of
these, 15.7 million now receive fully subsidized coverage
through Medicaid. In Phase I, HealthCare will establish a
national minimm low income standard at 55 percent of the
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federal poverty level, regardless of family composition —
thus adding 10.5 millicn persons to those who already have
fully subsidized public coverage. The other 10.8 million
persons in the low income group will be eligible to "spend
down® to the 55 percent standard and obtain subsidized
coverage thereafter. Roughly 4 million are expected

to do so.

The fully implemented plan will raise the low income stan-
dard to full poverty level. Thus all 37 million low income
persons will receive fully subsidized coverage with no
“spend down" required.

Aged and disabled. There are roughly 29 million persons
over 65 or eligible for disability assistance. About 24
million cusrently receive Medicare benefits; another ¢
million are poor and receive fully subsidized coverage
through Medicaid. Phase I will bring another 500,000
aged and disabled who are under the 55 percent of poverty
standard, but not now covered, into HealthCare.

NHP will bring in the other 400,000 aged and disabled previously

excluded from Medicare, thus covering all 29 million.

% Of the 156 million full time employees and their
ts, 128 million are currently covered by employer

group plans. A total of 56 million are not adequately pro-
tected against major illness — the 28 million without
employer group coverage and 28 million more whose employer
group coverage is deficient in this respect. Phase I will
require all employers of full time workers to provide Health-
Care or qualified private group plans, with catastrophic
coverage. This will ensure that all 156 million full time
workers and their dependents are covered by employer group
plans and that 56 million within this group receive the
protection against major illness they lacked before.

NHP will require esmployers to cover part time workers and
their dependents. (A part time worker is defined as one
who works less than 10 weeks, 25 hours a week for the same
employer.) This expansion will mean that employers are
responsible for coverage of an additional 4 million persons.

Others. Dealing with the 9 million persons who are not
categorized as low income, aged, disabled or erployed full
time is more complicated. Some persons without salaried
incomes are covered by individual plans, which are usually
very inadequate. Some are not covered at all. Phase I
will allow individuals who desire to du 80 to purchase
insurance from HealthCare that is similar to the minimum
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exployer guarantee plan. In addition, the "spend down®
program described for the low income group will also
be available to the 4 million part time employees who
are not yet covered by the employer guarantee, and to
others, after they use a sufficient amount of income
for medical care.

with the fully implemented NHP, mandatory universal
coverage will be achieved because all persons will
be required to purchase qualified plans from private
insurors or HealthCare (with premiums prorated for
the near poor).

Results:

o Every American will be fully covered by HealthCare or
a qualified private plan.

o Providers will be put on notice that no person is
a poor risk because of inability to pay.

C. Benefits

The element of a health insurance plan known as "benefits® is really a
combination of two features:

1.

-- which services are covered by the plan.

— what out-of-pocket expcnditures by individual patients

for covered services are required. This is known as
patient cost gharing. (It does not include premium pay-
ments, which are discussed in Section D.) Cost sharing

may take the form of deductibles or coinsurance — a
consistent percentage of the cost of specified services.
Total out-of-pocket spending by an individual may be limited
to a specific amount.

Covered services. The services covered in Phase I and under

the fully implemented plan will differ only slightly. Phase

I will establish a lean but comprehensive package of required
services for HealthCare and all qualified private plans. Physi-
cian, diagnostic and hospital services will be covered on an
unlimited bacis. Specific home healch, skilled nursing facility
and mental health services will also be covered.

Prenatal, delivery and all health care during the f.rst year of
life will be included for pregnant women and children in Health-
Care or covered by the employer quarantee. Because of the impor-
tance of this benefit 1n preventing disease and improving health
status, it will also be available to any person not otherwise
covered, at a nominal premium. No cost sharing will be imposed
on these maternal and infant care se:vices.
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NHP will build on Phase I by:

o Adding outpatient prescription druy coverage. Unlike

other benefits, this would operate on a $250 deductible
basis for administrative ease and to target coverage on
those who must take medication on a long term basis.

Adding complete child health care up to the age of 6, as
well as preventive services for all persons, consisting
of periodic checkups and counseling according to a life-
time health monitoring program. No cost sharing will be
imposed on these services.

2. Oost sharing. While eligibility is the key variable in moving

to a

y implemented plan for the poor, the transition from

Phase I to NHP turns on cost sharing for most other persons.

47-1470-79 -1

0 The poor and near . Poor persons eligible for
BealthCare will pay no coet sharing in Phase I. Under

NHP, the same full subsidy will be provided, but, as
noted, to a larger number of coveied poor. Near poor
persons enrolled in HealthCare will face a 25 percent
coinsurance rate across most covered services, but
these payments will be subsidized for those just over
the poverty line.

The aged and disabled. In Phase I, existing cost sharing
arrangements (Medicare deductibles) will apply, but no
aged or disabled person will pay more than $1250 for
covered services annually. Under NHP, a 25 percent
coinsurance rate acroes all covered services except
prevention will be used instead of deductibles, and

the limit on out-of-pocket expenditures will be lowered
to $750 per person annually.

Brployer guarantee. Persons included in the employer
guarantee Phase I will be protected against out-of-
pocket expenses for covered services in excess of $2500
annually; the same limit will apply to families or in-
dividuals. Insurors will be able to reguire any form
of patient cost sharing they wish as long as it does
not exceed the limit. Under NHP the catastrophic limit
will be lowereé to $1500 per family and $750 per person.
Deductibles will be eliminated (except for drugs) and
coet sharing in any qualified plan will be limited to
a maximm of a 25 percent coinsurance rate across all
covered services except prevention.
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3. Results:

o Establishment of a precedent-setting prevention
benefit for all persons, including complete health
care for children up to the age of 6, designed to
turn the direction of health care from curing to
caring.

0 A drug benefit with a moderate deductible which
will free those who must pay for medication on a
long term basis from a major financial burden —
especially important for the aged living on fixed
incomes.

o Substantial protection against out-of-pocket expen-
ditures for every American.

o Powerful incentives for outpatient care achieved by
eliminating deductibles and establishing a maximum
coinsurance rate acroses services.

o Phased implementation of cost sharing above the
poverty standard to awvoid work disincentives.

D. Financing

Financing -~ who pays for the insurance policy in the first place -
affects the affordability and the equity of the plan. Both Phase I

and NHP will retain the two current sources of financing in addition
to some State and local revenues:

-~ General revenues will be used to cover the poor; to
subsidize the aged (in conjunction with current pay-
roll taxes); to subsidize the near poor, and to offset
adverse employment effects of mandated insurance.

~— Premiums paid by individuals or employers will be the
predominant method of financing insurance.

1. General revenues. In the transition fram Phase I to NHP, general
revenue financing will expand as the number of persons with sub~-
sidized coverage increases. The aged will continue to pay 25
percent of the HealthCare premium — an amount similar to the
Part B Medicare premium — with any part not covered by the
current payroll tax subsidized by general revenues. Increased
use of payroll taxes to finance improvements for the aged is
undesirable because of inflationary impact and competition
with other Social Security needs.
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Premiums. Under NHP, as in Phase I, employers will pay at

Teast 75 percent of premium costs and employees up to 25

percent. With full implementation, the premium structure
will be altered in several ways. There are many advantages
to retaining premiums — among them ease of administration
and minimal disruption of current patterns. Bowever, pre-
miums alone are not designed to vary according to ability
to pay. Thus, as coverage expands and financial burdens
increase it becomes more important to deal with certain
problems:

o OCompetition will be encouraged because private
insurors will be free to price large group plans
at "experience” rates, reflecting actual costs
of care. The HealthCare premium will be set at
the current areawide rate for small groups and
individuals — generally higher than private large
group rates.

o Increased premium burdens may exacerbate a tendency
for firms to discriminate against the ®primary” wage
earner in a family, who carries insurance for himeelf
and his dependents. Under NP, every worker will have
to be individually insured, to prevent employers seeking
out "secondary® wage earners for whom they ncw pay no
premium. Dependents will be dealt with through a
premium structure that allows their coverage through
either of two wage earners in a family.

o Larger premiums will also poee disproportionate burdens
for small, low wage firms and for near-poor workers.
Gradual implementation of broader benefits (and, conse-
quently, gradual growth of premiums) will give firms time
to adjust and lessen the need for subsidies in the plan's
early years. The subsidies established during Phase I
will be expanded as necessary.

Results:

o Oontinuation of employer payment of at least 75 per-
cent of the premium.

o Enhanced campetition among plans without subjecting
employers or individuals to exorbitant premiums.

o Avoidance of adverse employment effects.
o Provision of needed premium subsidies to the poor,

the near poor, the aged and disabled, and low wage
firms.
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E. Reimbursement

The way in which Phase I and NHP pay providers will be the keystone of
an aqgressive effort to contain costs and foster more efficient delivery
of care. This is crucial to resolving the dilemma that stands in the
way of full implementation: Expansion of coverage costs more money

-- yet we need to control disproportionate growth of the health sector
and to limit federal budget increases.

Ideally, NHP reimbursement and cost containment policy will bring
health cost inflation in line with GNP growth and, to the maximum
extent possible, finance new expansion through savings in health care
CoSstSs.

The fully implemented NHP will build on three elements in Phase I:

— Hospitals will be paid according to a single reimburse-
ment policy for public and private insurors that is
expected to evolve from the Administration's current
hospital cost contaimment proposal.

— Physician reimbursement reform will feature a mixture
of mandatory controls for HealthCare and woluntary steps
on the private side.

-- Campetitive incentives to enrollment in Health Maintenance
Organizations (HMOs) and other organizod care settings will
be established.

1. Hospital cost contaimnment. Phase I recognizes — as dJoes current
Administration policy — that spiralling hospital costs are a
major cause of health ~are inflation, requiring sustained efforts
at containment. National and State limits on capital growth will
also be established. The Administration's hospital cost contain-
ment proposal is designed as a transitional ptogram, providing
for establishment of a commission to consider future policy.
Under a fully umplemented NHP, hospital reimbursement can be
expected to ewolve further as a result of the commission's
recommendations.

2. Physician fees. Phase I will establish areawide physician fee
schedules for HealthCare, based on current Medicare rates but
reducing urban/rural and specialty differentials. Low Medicaid
fees will be phased up to the average Medicare level; providers
now charging fees over the lumit will be held harmless for two
years.

o The fee schedules will be mandatory for HealthCare and
physicians will not be permitted to bill patients for
additional amounts.
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o Published fee schedules, together with a list of
physicians who accept them as payment in full, will
serve to advise privately insured patients of reason-
able fee levels and to encourage them to shap for less
expensive care.

To aid in meking the transition to the fully implemented NHP,

a comission will be established to consider whether costs for
privately insured physician services are being contained by the
voluntary provisions of Phase I, to whether the absence of man-
datory controls on the private side has adversely affected pro~
vider participation in HealthCare and access to care for public
beneficiaries.

Competition. Phase I and NHP will provide incentives for enroll-
ment in HMOs, Independent Practice Associations (IPAs) and other
organized care settings. These incentives recognize that organized
settings internalize cost containment measures and can replace

certain forms of regulation for their enrolled population. They
include:

o Requiring employers to offer coverage by any quali-
fied HM in an area.

o Requiring that employers make equal contributions to
the health plans they offer their employees.
Enployees will thus have an incentive to choose
more cost effective plans.

o Requiring that for subsidized beneficiaries, HealthCare
reimburse HMO8 and othec organized settings at rates
that encourage competition with the fee-for-service
sector.,

As we move to a fully implemented NHP, consideration will also be
given to changes in the tax laws to discourage spending for bene-
fits outside the plan and to provide a disincentive to high
provider fees.

Puture g%ions. The importance of correcting the underlying
causes of runaway health costs — an absence of market forces

and the ability of providers to determine the type and guantity
of service purchased — cannot be over-emphasized. HMOs, which
have reduced total costs dramatically, are a key element in

this strategy. NHP must be structured to pass on these savings
to the consumer, thus encouraging greater and greater competition.
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At the same time, the Administration recogniazes the limits on
competitive forces in a systes traditionally characterized by
third party payments and cost-plus reisbursemsnt. If the com~
bination of hospital regulation, physician reisbursement refors
and competitive incentives dues not substantially lower health
care cost inflation and ensure provider participation in Health-
Care, stronger and more comprehensive mpasures may be needed.

One method that has been suggested is a national health budget
set by the Congress (or soms other, newly created, national
entity) in relation to G and allocated to hospital,
physician and other sectors. Rates could be negotiated

by providers, consumers and insurors to meet the sector
allocation.

P. Administration

In accord with the goal of a significant role for private insurors, the
fully implemented NHP will minimize disruption of existing administrative
arrangements. At the same time, it will provide appropriate regulation
of private plans and shift some public functions from States to the
federal level to enhance equity.

Again, the two basic structural elements establigshed during Phase I
will provide the foundation for additional change.

1.

2.

HealthCare. HealthCare will be the key tc increasing uniformity
of treatment for public beneficiaries. During Phase I, Medicare
and Medicaid rate setting will be merged and claims processing
will be contracted to private firms on a competitive basis.
Eligibility determination will remain split, with States con-
tinuing to certify current low income recipients whose eligi-
bility is linked to welfare, and the federal Social Security
AMministration certifying the aged and disabled, as they do

now. Por the newly-entitled poor (55 percent of poverty and
spend-down eligibles) the federal government will be respon-
sible for eligibility and intake, although States can elect to
operate these functions under performance contracts.

when fully implemented, NHP will ensure uniformity of treatment
for all those in need of subsidies through HealthCare. The com-
bination of federal standards and private claims processing will
1mprove efficiency of operation, prevent waste and fraud, and
mitigate providers' and consuwers' problems with the current
Medicaid program.

Bmployer guarantee. The employer guarantee will move toward
similar uniformity on the private side, but with insurors retaining
the essential functions of marketing and claims processing. During
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and subsequently, the federal government will be respon-
for certifying the benefits, catastrophic coverage and the
protections offered by qualified private plans.

3. PResults:

o ‘The important cootdination of public and private
standards to provide nationwide uniformity.

o A mjor role for private insurors and increased incoms
from claims processing.

0 Steps to increase equity and encourage competition.

G. System Reform Initjiatives

Many serious problems in the U.S. health care system will not be relieved
by insurance changes alone. NHP is designed as an umbrella, incorporating
important non-insurance system reform supplements to guarantee access to
care, limit and improve distribution of resources and pramote efficiency.
Phase I and a fully implesented NHP will deal with these problems in a
very similar way.

1. Elements in Phase I legislation. The Phase I legislation itself
will contain:

o A new process for assessing health care needs and
the adequacy of federal grant prograss, in con-
junction with insurance, to meet the needs.

Beginning with the first year of Fhase I im-
plementation, this process will require the

Secretary to submit a five year plan for each
relevant federal program. It will subsequently

serve as a guide to expansion from pre-Phase I efforts
to initiatives consistent with the canplete plan.

0 Strengthening the health planning program by imposing
national and State limits on hoespital capital spending,
as noted.

0 Measures to increase competition bty encouraging
HMO enrollment, as also noted.

o Expansion of utilization review.
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2. Other initiatives. In addition, the following legislative and
administrative initiatives already under way will be part of
the Phase I and NHP system reform effort:

0 Revising federal health mangower policy to discourage
increases in physician supply and to provide incentives
for change in specialty and geographic distribution.

0 Seed money to expand HMOs and other innovative
settings, helping to ensure consumers a wider choice
among delivery systems.

o Improving efficacy and productivity through assessment
of new technology and procedures.

o Expanding programs that provide basic primary care
for the neediest of the nation's underserved areas.

o Implementing fully the proposed Mental Health Systems
Act now before the Congress.

o Continuing to build disease prevention and health pro-
motion through preventive dental services in Title I
schools; anti-smoking, drinking moderation, nutrition
and exercise campaigns; effective screening programs,
and community based health fairs.

o Expanding government-wide efforts to elimnate the
causes of disease through prevention of accidents
and through occupational and environmental health
programs.

3. Results:

o Coordination among federal grant efforts, while maintaining
Congressional jurisdiction and valuable oversight of indivi-
dual programs.

o Important incentives for change not possible with an insurance
initiative alone.

Conclusion

In sumary, it is rarely possible to solve every problem in an impo~tant
sphere of our national life with a single bill. Proceeding step by step,
we can help millions of people — people whose needs must not 9o unmet
while we wait for the noble dream of comprehensive coverage for all to
be realized.
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Medicaid, Medicare and the proposed Child Health Assurance Program
(CHAP) are incremental in nature. Phase I of the National Health
Plan will be another, very major step toward equitable, adequate
and cost conscious health protection for all Americans.

At the same time, as we approach our ultimate goal the broader vigion
must be clear. The National Health Plan set forth in this paper pro-
vides the context for orderly growth toward the universal comprehensive
coverage this Administration supports.
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Testiasny by Senator Gary. Hart
Before the Finance Committee
National Health Insurance Hearing
Washington, D.C.

June 19, 1979

Before discussing my proposal ia detail, let me first
describe its key features.

1. It provides comprehensive health care services to
preschool children and pregnant women. In addition, it
provides comprehensive coverage for all Americans against
the costs of catastrophic illness.

2. It clghaslzes preventive heslth care, and contains
provisions to help hold down overall health care costs.

3. It relies on private health insurers and existing
medical institutions, and it minimizes the role of the
Federal government.

4. It is completely voluntary, and it has a sunset
provision requiring review of the program and reauthori-
zation after five years.

5. Finalln. it is affordable in these belt-tightening
times, and it should be relatively easy to administer.

The proposal's centerpiece is the inititation of compre-
hensive medical and dental care for children aged S and under,
and pregnant women. It would provide complete care, irrespec-
tive of ability to pay, for every one of these persons who
need it.

The selection of children and pregnant women is s logical
one. They represent our future health care costs, so that pro-
viding care as early as possible is a sound investaent.

Children and pregnant women also offer the ideal group
on which to implement preventive preactices and policies, a
central coaponent of a truly effective and cost-efficient
national health care progranm.

Furthermore, children are a fairly stable population
for whom care can be provided routinely by primary care
physicians or nurses and other health practitioners. Therefore,
focusing a national health care plan on them would reduce
the potential for providing unneeded services and runaway
costs.
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It is important to note that in 1976 the per capita
expenditure for children under 19 years was $249, compared
to §547 for those aged 19 to 64, and $1,251 for those 65 and
older. Children constitute one-third of our population, yet
use only one-seventh of our health resources.

Similarly, good health care for fre;nant women is
readily produceable, fairly predictable and, though not
minimal in cost, has been demonstrated time and again to be
treasendously valuable in imporving the health of newborn
infants and reducing future illness.

Despite existing Federal programs, children--especially
the poor--receive fewer health care benefits than any
other group. -lLess than 50 perceant of eligible children
receive standard immunizations against costly «nd potentially
fatal diseases. Last year, only 21 percent (15 percent
under age 6) of children eligible for HEW's early and periodic
screening, diagnostic and treatment program actually received
benefits. One in five infants born premature will die within
the first year of life and the others will be prone to
serious and often irreparable ilnesses. Yet, it is medically
possible to reduce much of the problem simply through
routine care prior to and during pregnancy.

Under this lesislation. participation by both recipients
and providers would be voluntary. Physicians would have a
choice of Earticipating in the program exclusively, simultan-
eously with the standard fee-for-service system, or not at all.
Patients could choose any doctor they wish.

Payment by the Federal government to providers of services
would be a8 fixed amount per enrolled individual. Patients
would sign up with participating providers who would receive
payment in advance. This "capitation” form of payment pro-
vides incentives to physicians to deliver necessary care in
the most efficient manner, and it eliminates any incentive
to provide unnecessary goods or services.

The program would be administered by two, separate
national boards established within the Departament of Health,
Education and Welfare, and ass.sted by local boards. The
Boards would set capitation rates, administer the program,
and review and improve it as needed. The Boards woul
also involve public officials, doctors, and insurers in
the task of holding down the skyrocketing costs of medical
care.

Finally, my plan has a sunset provision, so that after
five years its continuation or expansion will require reauthor-
ization by the Congress. I fully expect the plan to provide a
working example of an effective health care delivery system
on which we might base implementation of a comprehensive
program for the entire population.
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The program I advocate would be financed through gen-
eral revenues plus a reduction in the personal exemption
for eligible recipients from $1,000 to $900. According
to my best estimate the cost of this legislation would be
between $13 - $18 billionm.

What will people get in return?

In many nvera{c families there will be one child under
six. Under this plan, that family will save an average of
$355 per year in medical costs for that young child. In
addition, when the wife becomes pregnant, the family will
save $1,700 in pre- and post-natal care. Clearly, this
:verago family gains more in health benefits than it pays

n taxes.

Every family of any income will have free insurance
sgainst catastrophic illness, protecting it from financial
devastation by catastrophic illness or injury.

This payment plan is fair because every taxpayer will
contribute to an imporved national health system--according
to ability to pay. Also, larger famjilies, which will benefit
more, will contribute a slightly larger amount if they have
more children under six years of age.

Some of the major differences between my plan and others
are as follows.

Senator Kennedy's proposal calls for uniform access for
all citizens to a specified standard of care. To do this
employers would be required to provide insurance for govern-
ment-specified benefits. The Federal government would pay
for similar insurance for the poor, unemployed and other
uninsurables, and would control costs by means of prospective
budgeting and fee regulation. Theestimated cost of the plan
would be about $60 billion annually.

My plan differs by offering a more limited apgroach.
Specifically, it provides comprehensive care for children and
pregnant women; uses capitation payments and the 'market”
approach to cost control rather than government-mandated fees;
and uses income tax revenues for financing instead of the
inherently inflationary employer-mandated insurance plans.

President Carter's proposal relies on passage of hospital
cost containment legislation to control escalating costs and
expands a porgram similar to the present Medicaid systea
to additional poor and nera-poor persons. The President's pro-
posal also contians a catastrophic plan with a fixed $2,500
deductible for individuals and $1,250 per senior citizen
deductible.
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My plan does not use the present health care delivery
model to provide health benefits. Instead, access for women
and children is provided without regard to income. While
1 agree sectors of the population other than children need
increased health services I chose children because preventive
health care for that population offers the greatest long-teram
health returns. The deductible in wy catastrophic plan is
income-related because financial catastrophe is a relative
thing. A fixed deductible of $2,500 per senior couple would
be absolutely devastating to most seniors on a fixed, limited
monthly income.

The Long proposals are varied, but the basic features of
the major piece of legislltion are similar in many respects
to the President's. Senator Long's Kroposals would also create
“classes” of beneficiaries for health care. At least two of
the Long plans are financed by a 1 percent payroll tax.
Finally, the LOng plans would institute a catastrophic plan
with deductibles even more stringent than the President's.

1 chose carefully not to use a mechanism like the pay-
roll tax to finance my plan. Such a financing scheme,
like the employer-mandated plans, are inflationary and
somewhat discriminatory.

Finally, the Dole-Danforth-Domenici plan offers some
needed reforms to the Medicare provisions of the Social
Security Act and an employment-related catastrophic plan
with an extremley high deductible.

Again, my plan differs froz the Dole catastrophic
plan on the issue of deductibles. A fixed deductible,
especially a high one, will offer no assitance to the persons
who most need Krotection against financial catastrophe
brought about by serious illness.

While my plan does not--indeed no plan can--solye at once
all the ills of the present systesm, it does represent s
teasonable, fiscally responsible and administrable plan
with which to begin.

It is time to resolve our differences and serve the
public's best interest by improving our national health
system. We at once have s duty to ensure their health at a
time of crisis in their health care system as well zs restore
the health of their political order at 3 time of general
disappointment in government. I believe the plan I have
outlined here today is a sure step toward doing both.

Thank you.
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-"A{LMLNT OF SENATOR EDMARD M. KENNEDY AT A PRESS CONFERENCE
INTRODUCING THE "HEALTM CARE FOR ALL AMERICANS ACT"

For release:
Monday, May 14, 1979
11:00 a.nm.

1 am proud to stand here todsy with Congresssan lienry
hare.n and so many colleagues and friemds to announce that the fight
for omprchensive, universal national health insurance, with strict
10t (ontrols, begins anew this morning with the announcement of the
Heatth Care for All Americans Act.

lor the past team years the Coalitiom for National Health
Inrvrance has sought to make quality health care a matter of right
for 411 Americans. The five basic principles of this coalition have
alvtys been, and remain today:

(1) comprehensive benefits,
(2) universal coverage,
(3) the strongest possible cost controls,

(4) system reforms to encourage preventive
wcdicine and prepaid group practice,

(S) quality controls.

The Health Care for All Americans Act meets each of these
pranciples. 1In addition, it gives s meaningful role to the private
tnsaranee sector. 't lamits federsl expenditures primarily to pay-
wents fur the poor, the elderly and the unemployed. In fact, no

cuprrchensive plan mceting these principles will cost less.

linally, this plan minimizes the requirements for a new
Mde'mestrative bureaucracy. No plan will have s simpler federal
alr «istracive structure than this one.

lhere are thosc who believe that comprehensive aational
heatth insurance, however desirable, is inconsistent with today's
budictary politics. They believe a piecemeal appioach which enacts
tiuc luwest common denominator will relieve the political pressure
tvem the constituents and defer the tough, central issucs of cost
-vwir1oly and systems reforms for another dayv.

They are wrung on both counts. The plain truth is that
4nstioe day may be too late. The American health care system is
no¥ ~tiaincd to the breaking point by runaway costs. The issue of
v0'i contruls must be faced now, and it can only be faced as part
ot . (omprchen.ive svstem. The Health Care for All Americans Act
1o osents the best hance to avoid national bankruptcy and to brang
wpreatdang hoalth cest< upnder control. In fact, within four years
o1 cassage, the nation -ould begin to spend lcss on health care
<t 1.+ this plan than 1f no bill 1s passed.

BEST COPY AVAILABLE
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The tens of millions of Americans represented by the
groups 1n this room are the constituency for national health insur-
ance. They are the working men and womea of this land, the senior
citizens, the minority groups, the religious community, the nurses,
the young physicians -- to name just a few. This constituency 1s
nut and never will be satisfied by the lowest common denomiaator.
®here 1s the constituency for catastrophic health insurance? Where
15 the constituency for a limited approach without comprehensive
system reforms and cost controls? 1It's no wonder the Hcalth lusur-
ance Association of America supports piecemeal reform. It's no
wonder the American Medical Association supports the lowest cowson
Jdcnominator. But where are the citizens' groups that support it?

The Health Care for Al) Amcricans Act sets the standuard
43105t which any other legislative proposal will be measured.

It 1> not a standard set for ideology's sake.
1t 1> not a standard set for political reasons.

It s 4 standard set to show what must be done 1o make the
heatth care system work for all Americans st a cost the nation can
altord to pay.

I don't minimize the uphill road to enactment that lics
ahcad.  But the Jdafficulties we will face do not call tfor lowering
ot thy standard; they do not call for abandonment of the pranciples;
they do not call for accepting the lowest common denominator. They
call tor leddership that holds up the standard and moves the polit-
1eal process to 1t. That is what this coalition 1s about. 1hat 1s
what we intend to do. And we call on President Carter to Join wmith
us to make quality hcalth care a right for all our people.

HEALTH CARE FOR ALL AMERICANS ACT OF 1979

«eeess 1n Brief .....

UNIVERSAL COVERAGE -- Every resident of the United States will be
covered for mandated health insurance plans, with federa. financing
of coverage for the poor and the aged.

COMPREHENSIVE BENEFITS -- There will be full coverage of inpatient
hospital services, physicians' services in and out of hospital, home
health services, x-rays, and lab tests. Costs of catastrophic illness
will be covered since there will be no arbitrary non-medical limits
on number of hospital days or physician visits. Medicare will be
upgraded for the elderly and will also cover prescription drugs.

COST CONTROLS -- Prospective budgeting of hospital and negotiated fee
techedules physician will become the principal method of cost control.

BUDGETING COSTS -~ Hospitals and doctors will be paid on the basis
of pre~negotiated amounts. They will not be permitted to charge
patients more than the insurance plan pays. National, area-wide
and state budgets for health services will be set and any increases
will be tightly controlled.
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ADMINI TION -- The progras will be administered by a National Bealth
Ynsurance whoee msmbers will be appointed by the President,
..ubject to Senate confirmation. A majority will be coansumer
rIpresentatives.

TATE ROLE -- The Board will contract with each state and territory
o help administer the national health insurance programs.

"NSURANCE PLAHS and HMO CONSORTIA -- Most Americans will be insured by an
nsurer o a ntenance organization which is certified and regulated
ay the federal government. The insurer must be a member of a consortium of
(1) insurance companies, (2) Blue Cross/Blue Shield plans, (3) federally
gualified health maintenance organizations, or (4) Independent Practice
Associations. There will be a special consortium of plans such as those
providing direct or those jointly administered by unions and employers

{EDICARE -- The elderly and eligible disabled people will continue to
be covered by Medicare which will be upgraded. Physicians will ro
longer bill Medicare patients but will be paid directly by the insurance
plan. Prescription drugs will be covered for the elderly.

MEDICAID ~- The poor and near-poor will be covered by the national

health insurance plas for all mandated benefits. Medicaid will cover

only those services such as long-term nursing home care which are not
Lacorporated in the national health insurance program. The states will
vantribute only what they are presently spending for Medicaid, and no more.

HEALTH INSURANCE CARD -~ Every resident of the United States will be

issved a health insurance card. 1f a patient receives medical care without
pronf of insurance coverage, the provider will bill the state agency

which will pay the bill and later detsarmine the source of payment. With
or without a card, every person will have a right to receive treatment.

TFDEMAL RECULATIONS -- In order to be included in the program, an insurer
‘11T require federal certification and will be subj)ect to ongoing federal
ragulation. The effect of certific.tion and regulation will be to
2limanate such long-standing practices as “risk selection®” and discrim-
1natory pricing, and to bring existing private insurance expenditures
into cunforsity with public policy on cost controls and equity of benefits
cnd fincncing.

FsMiNCING -- Employers will pay a premium related to total wages. The
premium will cover the full costs of the covered benefits. The wage-
related amount will mean that employers paying high wages will pay more
for health insvrance than employers paying low wvages, althougl the rate
will be the same. Unless other arrangements are made, employees may pay
up to 35 percent of premium costs. This means, for example, that unions
may negotjate for employers to pay the entire costs.

SELF-ENPLOYED -- The self-employed will be guaranteed comprehensive
coverage at income-related group rates not to exceed the value of the
benefits covered. They will no longer have to purchase individual
policies (if available) at high risk-related premium rates.

COSTS -- Total costs of health care will be less within a few years

of the national health insurance program than they wnuld be under
current programs because of the 1mmediate and long-range cost controls
applied. New on-budget costs for coverage of the poor and for im-
proving Medicare, would be $28 billion in 1980 dollars.

47-1470-79 -8
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QUALITY CONTROLS -- Quality controls will be strengthened and the
states w. required to implement these quality standards as a
condition of participation in the prograa.

HEALTH MAINTENANCE ORGANIZIATIONS -- HMO's and other non-traditional
Torms of health care delivery, such as neighborhood health centers,
will be fully supported and their development encouraged through
incentives.

COMHETITION -- Insurers and HMO's will compete for enrollees, but not

by selecting "risks.” They will know what premium they will be en-
titled to receive for each person or family covered. They will compete
cn the basis of administrative efficiency and for supplemental co.srages.

OUALIZATION PROGRAM ~-- To assure that no consortium member will be
ble to profit by selecting "risks,” there will be an equalization fund
0 counter-balance member companies and consortia. The proqram will
irotect individual companies or plans against unforeseen costly events.

FXISTING El?LOYE%{ENPLOYBE ARRANGEMENTS -- An employer will be obligated
{o maintain existing contractual or other arrangements for health
benefits. If the employer's present costs exceed mandated premims,

the excess will be applied to other employee benefits, subject to
negotiation with employee representatives.

PREVENTIVE MEDICINE AND HEALTH PROMOTION -- Services for the prevention
and early detection of disease will be covered, including immunization
and health education.

'FSOURCE DISTRIBUTION ~- A Resources Distribution Pund will be used to
improve services for underserved populations and to develop new services
for the full population's changing needs, in particular for home care
of the elderly and chronically ill.

CONSUMER AND PROVIDER ADVISORY COUNCILS -- A National Health Insurance
Advisory Councll and State Councils with consumer majorities will advise
Pederal and State Public Authorities.

o e —

COALITION OF NATIONAL HEALTH INSURANCE ORGANIZATIONS
PRESENT AT THE PRESS CONFERENCE

For Release: 11:00 a.m.
Monday, May 14, 1979

1 Amalgamated Clothing and Textile Norkers

2. \malgamated Meat Cutters

3. American Association of Retired Persons

1 ‘merican Council of the Blind

5. American Federation of Labor-Congress of Industrial
Organizations (AFL-CI0)

6. American Federaticn of Teachers

7. \merican Nurses Association

R. American Psychological Association

9. Amcrican Public Health Association

1. Americans for Democratic Action

11. Association of Federal, Stafe, Couity and Municipal Employees
(AFSCME) :



64.

111

. Bakery and Confectioner Worké€rs

. Baptist Joint Committee

. Bridge and Construction Workers

. Building and Construction Trades Department
. Center for Community Change

. Chemical Workers Union

. Citizens Against High Blood Pressure, Inc.
. Coalition of American Public Employees

. Coalition of Labor Union Women

. Consumer Federation of America

. Food and Beverage Trades

. Group llealth Association of America

. lnternational Association of Machinists

International Brotherhood of Electrical Workers
International Brotherhood of Teamsters

. International Ladies Garment Workers

International Longshoremens Association

. International Printing and Graphics Communications Union
. International Union of Bricklayers and Allied Craftsmen
. International Union of Operating Engineers

. League of Women Voters

. Mexican-American Legal Defense Fund

. National Association for the Advancement of Colored People
. National Association of Counties

. National Association of Farmworker Organizations

. National Association of Neighborhood Health Centers

. National Association of Social Workers

. National Coalition for Children and Youth

. National Coalition of Hispanic Mental Health and Human

Services Organizations

. National Conference of Catholic Charities
. National Congress of American Indians

. National Consumers League

. National Council of Jewish Women

. National Council of Senior Citizens

. National Education Association

. ~national Farmers Union

National Urban League
National Women's Political Caucus

New r Guild .
OII'PEK.IICII and Atomic Workers Un1on

Physxc1sns National Housestaff Association

. Pipefitters Union

Population Resource Center

Retail Clerks International Union
Service Employees International Union
. United Auto Workers (UAW)

. United Church of Christ

United Methodist Church

United Presbyterian Church
United Steelworkers

U. S. Catholic Conference
Women's Lobby

Workmen's Circle
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HEALTH CARE FOR ALL AVERICANS

Statement of Purposes

A.. Make comprehensive health services available to all Americans
through the application of social insurance principles to a system
utilizing private health insurance.

B. Provide the same comprehensive health benefits to everyone
without consideration of means.

C. Contain the total costs of health care at a rate of increasc
no faster than the rise in the GNP.

D. Distribute the cost of health care equitably.

E. Keep the costs of health care borne by the Federal Governmciut.
The States, employers, and others at moderate levels.

P. Create improvements in the organization and methods of delivery
of health services.

G. Enhance the distribution and quality of ware.

H. Encourage health protection and preventive medicire.

I. Provide protection and preventive medicine.

J. Provide reasonable compensation to those who provide health
services.

K. Assure full public accountability of all aspects of the plan
and 1ts operations, as well as consumer par-icipation in 1ts

development and administration.

Rights and Eligibiliiy Provisions
A. The National Health Care for All Americans Program Statemcr.t

of Rights
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Rights of Patieats

a. Patients shall have the right to obtain the wide range
of benefits covered under the program from any appioved
provider of health care services they choose, including
the right to choose a provider from among all tiose who
have joined the programs (unless they have, by enrolling
with certain insurers, agreed to limit their choice of
provader).

b. Patients have a right to expect that health and other
information collected about them shall be held confidential
and used only for purposes absolutely necessary to the
effective management of the program.

c. Patient: shall have the right to prompt and accurate
handling of all decisions made about their status under
the program.

d. Patients shall have the opportunity to be .card on
grievances they may have, related to their care or insur-
ance related to that care.

e. Patients, either individually or collectively, shail
have the right to make their views known (and have them
considered) on all actions of the program which affect
them.

Rights of Providers of Health Care Service

a. Providers of health care services shall have the right
to decide whether or not to participate in the program.

b. Providers of health care services shall have the right
to receive prompt and accurate payment for services

rendered.
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ce Physicians shall have the right to choose their

polc and place of practice.

d. Provicers of health cave services, efther .7 vi-

duzlly or collectively, shcll have the right to —:le

their views kaowm (axd heve thes coaridered) 53 211

actions of the progianm which aifcct then.

3. Righis of Eligible lasurers

ce tligltle iasurers shcll hove the right te decslde

whciher or not Lo narticinpate { the pro~rate

De lusurers sacl) heve tie r:zht to carcy on & hoclih

insurancc bus.acss covering health care services sup-

plemenicl to the senelits covercd uicer the Froarise

c. tl.g:blc .asurcrs, 1ndivicuclly or collectively,

shcll have tl. rizhi to make their views known (and have

them congiaere ) o act:ions of the progras wiiea «"{ecct

Laes,.

B, Un.versel clinib:loty

le  Every and.violual shall be eligible uader tnc pro; -ar. who:
2. Is ac ooc. 0i the US. or an al. o adwmiited for
peracnc il restdence or other alien jer anwatly reslding
wn the UL.Se under color of law;
be Ii a legally adratted alien wio 1s aot & porhanent
tendent bot e Lo emloves @ 1o ly memler 02 o
cmaloyce 0 2 orelon o285y ur international orjon.na-
tion and is present for extended periods, and wnosc
cn;'leyer enturs ::.19 an acrecnent for participztica in

the prozran; or
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C.

2.

116

ce Is a foreign visitor lcgally admitted for a period
of short duration, but only under the tcrms of a treaty
or other international agrecment between the U.S. and
the nation of the visitor,

Eligibility would continue whether or not premiuas arc

paid, or even whether the individual enrolled.

3.

All pcople cligible under 1. shall be cntitled to the

following:

s« To have paymcnts made on their '«h-1f (o meet in
part or in
full their obligation to pay fur covercd health care
services (described .n III);
b. The right to caroll with an approved insurer,
including insurers which offcr {inancial
or benefit advantages for enrcllment;
ce The right to chunge their enrollment {ror. one
, where such 4 choice is available,
insurcr to another/during the nctional gencral caroll-
ment period each yc.ur; and
d. A health insurance card (issued by the
insurer with which they enrall) ideatifying them as
eligible under 1. (bLut wine' will not indicate the

sourccs ot any funds paid to the prozram with respect to

then.)

Enrollnent

1.

All enployers shall, during the fiist <-.erwl cnrollment

period undcr the program (definil belo.w), offer to cach of

their employees (other than th..e eliiible for medicare, in-

cluding those eligible Lecause they hove ead-stage renal

discase) in such period a clhicici o1 health insurance plan or
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plans, at least oae from the insurer acohers of the rou-li cune-
sortia and one from the mcmbers of the W0 consorzia vivtch oilor
such a plan or plaas for the arcas 1a whach cach of . v o plar.
workse Uith respect to 130 jlans, the emplojer whall  rut - ¢ r
anpy nlan o any represcnt.:tive of the emplejyees .ctordiy; to weiin:-
tions and procedurcs of Scc. 1310 of the P.li.5e ALt re ardin
"Employees® licalth Benefits Plans.,” The employer iy €1 o« ¢ v Or
more supplcnental benefits, but any additional c-.t to the -~picre
of clecting the supplemental benefits shall Ye rniide clear ta t e
employee.

2. Eoployces shall choose a plan from emo.a thosa oficred te ti =
to cover them and their dependents (defineu Delodd, witich sha'l L
in effect at least until their next earollac.t per.cd

3. In cases where an individual, including ,uca sodividurl'.
spouse, is offcrcd a choice of plans from more thit o canloyec
the fanily unit may cxercise only one choice “reo ~ oo~ W1l ¢ it
4, Dcpendents would be spousc and childrea (sule 1) .. ler !
for personal income tax ex~mpt:on puUrposcse

5. lembers of the armed scrvices and their deper 30 .. i

Defense Departrcnt would act as both emplover an!l 2> erp-un

(defined in Part IV) for active members ct the a=«d scrricre, 'or-
bers of the armcd forces may be assesse! 3 j:omwt vithia tae 10 v
applied tn other wage wor:ers. The Departiceat weuid retan & roe
miums funds appropriated for this group, finunce such sorv.ces pre-
vided to the group as are covered under the Dufense Department Ylua,
and issue identification cards. llenbers and dependents of mcihers

of the armed scrvices would be offered such curol!rent choicr - as

the Defease Derartment finds consistent with its policy of

BEST AVAILABLE COPY
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requiring use of dcfense Department facilities, The Defense Depart-
ment would pay the costs of services coverced under this Act when
furnishcd outside its facilities, and rccover (as it determines
appropriate) from its cnrollces any costs it pays for such scrvices
that are nct reinbursable under the Defense Departnment plane
6. Mcdicare troup cnrollment. Every individual who has attained
age 65 in & conzh, or who is cntitled to disability insurance benc-
fite for a montk, or vho has end-stage renal disease shall be
entitlcd to benefits under both Part A and Part B of the Medicare
progran as amended by this act. All insurcd status requireacnts for
the aged would be deleted.
7. 211 individuals not included above who are eligible for NUI
benefits would have the choice of enrolling under any certified
fnsurcr ia their state or arca.
a. SSI enrollment, Enrolloent as SSI eligibles (and resi-
dents of federal institutions not otherwise covercd): All SSI
re.ipicnts under age 65 and not cligible for medicare and resi.
dents of federal institutions not otherwise covered, would
receive cnrollment information from social security district
offices during the first gcneral cnrollment period and would
enroll directly with insurers.
b. Enrollment of AFDC eligibles (and residents of state insti-
tutions not otherwise covered). States would be required to
furnish enrollcent information to recipicnts of AFDC (and AFDC-U)
and residents of state institutions not otherwise covcred during
the first general enrollment, and subsequent enrollment periods.
c. Individual cnrollment. It would be the responsibility of

the State Board to furnish enrollment information to all other
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individuals. Por iadividuals who did mot earoll during
the first gemeral enrollmuat period, the State Agency
would set Wp a procedure under which the enrollment
would take place whea the individuals sought and received
health care but did not have an identification care, or
at the point when they filed an anrual income tax return
without shoring health insurance enrollment. Providers
of health care or insurers would notify the State Agency
of all unenrolled individuals who seek care.
8. Voluntary participation group. All foreign pexsons who
do not meet the basic eligibility provisions and reside in
the United States for extended periods could become eligible
under the terms of treaties and other international agreements
between the United States and foreign governments and inter-
national organizations.
Open enrollment period.
1. There would be a first general enrollment period during
June through November of the year before the basic benefit
plan became effective.
2. There would then be a gensral open enrollment period during
the period September through November of each year to be effec-
tive the January ) following.
3. First enrollment (after the first general enrolment period)
could occur when an individual reaches age 22 or enters the
country and becomes eligible. People would be disenrxolled
from private insurance when they become eligible for Medicare.
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4. Changes in enrcllmeat would be allowed if an individual
or family changed areas (or a new employer did mot offer their
current insurance plan).

S. Upon enrollment, the insurer with wvhich the individuals
are enrolled would issue them MUI cards identifying their
choice (so the providers would know vhom to bill).
Definitions of wage, employer, and employee

1. The definition of wages for purposes of the plan is
identical to that used for personal income tax vithholdang
purposes.

2. The definitions of employer and employee, for purposes
of the plan, are identical to those used for purposes of
determining who must withhold personal income tax payments,

but would not include those eligible for Medicare.
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III. Nealth Care Services Covered

A.

Regquired benefits under both M:dicare and Private Plans

1. Hospital sorvices (as defined im Medicare except thst the ser-

.fices of hospital based physicians, as dofinced, would be iacorporated

in the definition) including inpatient and outpatient scrvices (as
defined in Title XVIII) without linit as to number of days or visits
(subject to exclusions set out below, including the rcquirenent for
medical necessity). (Medicare benefits would be made the samc.)
Except that inpatient psychiatric services in a hospital shall be
limfted to 45 consecutive days of active trcatment beginning with
the first day of hospitalization which begins more than 60 cays aftor
the most recent such period. Physician services provided to in-
patients of a psychiatric hospital by physicians under contract with
the hospital would be included without linit as a hospital scrvice
in addition to services of physician consultants that nay, as Ccter-
mined appropriate, be covered under 2.

2. Physician services, without limit and regardless of ere pere
formed (except for services provided for a nental condition),
Physician services in hooe, hospital, or office for a mental coadi-
tion would be limited to 20 visits, as defined by the Board, per
year. The term 'physician" would remain as at present for

Medicare and for other purposcs would include doctors of nmedic:ac and
osteopathy, dentistry or dental and oral surgery, podiairy or surg.:al
chiropody, and optometry - all as defined in Medicare.

3. Home hcalth services, zs defined in Medicare for 100 visits in

a year,
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4. Skilled sursing facility sexvices for 100 days pexr year
following a hospitalisation of thres days or more (as ia
Nedicare) .
S. Preventive services covered would include at least basic
ismunization, pre- and post-natal maternal care, and well-baby
care. Physicians, as a part of their medical practice, should
saintain a special interest is and watch over workers and other
populations at high risk because of past exposure to environ-
mental and occupational hasards. The MHI Board, after receiving
advice from a panel of experts, would be authorized to add addi-
tional preventive services which it determines based on sub-
stantial evidence, would be cost effective and whose cost would
not in the first year exceed $500 million, adjusted in line
vith program costs for the second and following years. In the
event that the costs are found to exceed the limit, appropriate
reduction in the services covered would be required. The
Board would also be authorized to establish the conditions
under which the services would be covered.
6. Medical and other health services would be the same as in
Medicare, as follows:
a. Services and suppliis incidental to a physician's
professional service in his/her office;
b. Hospital services incidental to physicians' services
rendered to outpatients;
c. Diagnostic services furnished in outpatient departments;
d. Outpatient physical therapy services;
e. Rural health clinic services. Services of other clinics
would be covered, provided the clinics met standards set by

the Board;
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f. Diagnostic x-ray tests, laboratory tosts, amud
other diagnostic tests;

g. X-ray (and related) therapy;

he Surgical dressings and splints, casts, and othul
devices for treating fractures;

i, Durable medical cquipment used outside an
institution;

jo Ambulance scrvice;

ke Prosthetic devices (other than dental) which
replace an internal organ, including lcas after
cataract surgery;

1. Leg, arm, back, and neck braccs, and artifical

legs, arms, and eyes, includirg nccessary rcplacementss

7. Outpatient drug benefits for Medicare eligibles ouly
for chronic illness. The Board would establish a list of
diseases and conditions found to be chronic aand the drugs
which are covered with respect to cach discase and condit-on
listed,

a. Only drugs which require a prescription (plus

insulin) would be covered, and o..ly those listed in :

fornulary devcloped by the Board witrh the advice of

the appropriate advisory panel.

b. Require generic prescriptions whcnever generic

equivaleats arc available,
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ce Reimburse dispensing pharmacics on the basis of the

cost of the drug supplied or the lowest cost geaeric

dispensing

cquivalent gencrally availabie plus a professional's/ fec.
d. HMos (or other iasurers) may use this forwulary
approved by thc U1 Board, but could also use their own
formulary prov:ded that
(1) The Board approved it;
(2) ‘Menbers and potential rcmbers are informed
that its forrulary differs from the national one,
and what thcse differences wcan to members.
e, The Board would also have authoriily to set mur:-uve
and mininuns for t.e amount of a drug prescr:ibed.
8. Hental hecalth day care services - two days a year for
each day of inpatiert psychiatric benerits not u-cd,
Electroshock therapy covered only 1n cases ¢ .everce depres-
sion and only where pricr approval has been cbta:ced thriogh
an arrangement estavlished by the area P3RO.
9, Outpatient physical and specch therapy scrvices as 1n
short-term
Medicare, plus foccupaticaal therapy ilicre the pronmise o.
improvernicnt is subsiantizl,
10. Audiologiczl c.aminations and hearaing aids lim:ted to
one examination a ycar ond one hearing aid every thrce yecars.
Paid on the basis of cost of the hearing aid plus proie.sion-
al fee. The cost of hcarirg aids would be covered only up to
amount of thosc on a list of those hear.ng a:is whose costs
are found reasonable by the Board.
l1. Outpatient serv.ces provided hy a comaunity icntal

health center, except that the total amount payable during

a year for a paticat cculd aot exceed the estimated equivaleat
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of the negotiated fee for a psychaatric ~: it for that year 'im
twenty, vith the amount reimbursable under the.r budget for caci
outpatient visit or service adjusted o reflect the “ype ani
salary level of personnel involved. wWhere an indivadual teceaves
outpatient services for a mental condition from two or more cen-
ters or from one or more noncenter physicians and che or more
centers, the maximm reimbursement on behalf of a patient shall
be the equivalent of a negotiated fee for a psychiatric visit
times twenty.

Exclusions. The foilowing exclusions wnild be made to the basic
of benefits.

1. Services or items which, except for preventive services, arc
not reasonable or necessary for the diagnusis or treatment of
illness or injury or to improve the furct:onirg of a malformed
body member.

2. Services or items which are not provided wit'in t:e Uniteu
States (except under the conditions used i Medicare, reiated to
the closest convenient hospital and travel Setween parts of tne
U. S., but only for Medicare). "United States” includes, 1. acdi-
tion to the several States, only the Disirict of Columbii, Guam,
the Commonwealth of Puerto Rico, the iv r*:nern Mariana Islands,
the Virgin Islands, American Samoa, arc t.e Trust Territory of
the Pacific Islands.

3. Services or items which constitute personal comfort items.
4. Orthopedic shoes or other supportive devices for the feet
(other than for Medicare eligibles).

S. Custodial care.

6. CosmetiC surgery except for prompt repair of trauma-induced

injury or 1improvement of the functioning of a malformed body member.

41-147 0-79 -9
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7. 1Itcas or services furnishcd by imncdiate -clotives or
=embers ol the houschold of the pat.cate

6. Trealaent o flat foot cosditions and the proscr:;i:on
of sunport.n; devices thereforc, treatrient of subluxat:o-
of tae o1t or routine foot carc (includinz the cuttirz or
recoval ef corns or calluses, th: trimming of nails, and
other routine hygienic care, unless prescr:dcd by a physi-
cizn other than a doctor of podiatry or surg:i:cal chiropory
as scraosusly handicapping or & danger to gencral health

for a paticat with 2 diagnosed case of diabetes mcll:tus),
9. Services provided by practitioners who are cxcluded
fro- Medicare because they have been found to have abuscd
the progran or have been convicted of crires (under scctions
1£662(¢d) aad (e)).

lLiedicere caun; s,

1. PRemove linitations on days of coverage .n section
1612(a)(1). Retain spell of illness provision for post
hospital extended care services oaly,

2. Rerove deductibles and coinsurance for iapat:ient hospie
tal services and post hospital extendcd care services 1n
section 1813, inclucing the three pind blood deductible.

3. Reoove scction 1814(;) rclated to pcynent for services
1n a teacn.n; sctting to a2 fund. Tiis would be handled bx
norncl budget reimbursement conriderztions uader hospital
reinbursecnent.

4, To provide that all persons age 65 and over would be

eligible for rmedicare, section 1618 (dealing with people
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not othervise eligible for Medicare) is amcnded by striking

out "to enroll in" in subscction (a) and inserting “under®

in lieu thereof and by rcpealing subscctions (b), (¢), (d),
(e), and (f).

S« MHodify section 1833 (Part B of Medicare) so as to

remove the deductible and 80% coinsurance (cxcept for
subsection (c) decaling with trecatoent of meantal conditians),
and to rcrove the thrce pint blood deductible.

6., Modify scctions 1836, 1838, and 1840 to make cnrollacat
under Part B mandatory. ihere deduction from benefits is
autherized, it would be cade mandatory. The Federal goierne
nent would pay the preniua on behalf of those sligible to receive SSI
benefits. Where there is no Federal benefit payable to tne
individual from vhich the premium can be deducted, he/she shall
be subject to a tax of 115% of thc amourt Cue, unless he/she pays
the premium out of pocka2t. All provisioas for late cnroll-
ment in the future would be removed,

7. Rcpeal section 1843 related to State agreements for
coverage under Medicare of persons elizible for medical
assistance,

8. Add drug berefit to Medicare covered services listed in
1861(s) .

9. Anend section 226 of the Social Sccurity Act so 25 to
acke Medicare entitlement begin with the month for hick an
indiviaual is cntitled to disability insurance benefits,

rather than 24 months aftcr.
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10, Rcpeal section 1867 (licalth Insurance Benefits Advisory
Council).
11. Remove all reierences to Secretary throughout Title XVILII and
inscrt National Health Board instcad. Specifically, modify section
1874 so cs to use National Health Board.
D. <Tfiective Dates. Basic beneiit for the nom-Medicare populstion would
¢o into effect January 1 of the third year following the year of cnactoent.
E. Incentive payments,
1. Any person uto chooscs a plan of an insurer (from any consortium)
wiich offers cxpanded beacfits at the s.tate or area carwnity rate or
8 cash rchate paynert fron this rate, would be eligible to receive the
full amount of such benefits or payment, except that, under rules
promulgated by the National Board, a portiom of the
rebate may be allocated to employers in return for services in
arranging for the availability of cost-effective insuring plan if the
portion is ncgotiated in accordance with the proccdurcs of Sec. 1310
of the PHS Act, rcgarding “Eaployers Health Benefit Plans” and the vole
of cmploycrs and employee representatives regarding I arrangemcntse.
Insurcrs may limit the services thcy cover to those offercd by sclec-
ted providers to offer coverage at rates Leneath the comunity rate
for the State or area, but all {IHI benefits would have to be provided or
covered.
2, As indicated, enroll-cat incentive payments could be in the form
of increascd benefits (Lut if they arec, the insurer must state the
actuarial value of such bencfits) or in the form of cash pajucuts
(and such payments shall not be taiable income for income tax pur-
poses, shall not offset welfarc payments, and shall not reduce any

credits duc urder provisions cstablishing a maxioum on premiums.).
3. The full azount of such inceative payments shall be rebated to

the enrollee s, except as described in E.1. above.
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¢e Underwite the costs of insuring all services
covered by this Act to their enrollees in exchange for
the community rated preniun;
f. Pay health carc providers for covered scrviccs
under this Act at ratcs cqual to or lcss than those
negotiated by the State Board., Payment nay be lcss
than the negotiated level provided that these rates
have been agreed to by the provider and are consistent
with the objcctives of the program and contribute :c
price competition;
8o Establish national consortia vhich perform adn.nis-
trative and representative functioas on their bchali,
including
(1) Collecting wage related and other nandated
premjiuns and paywents sufficicnt to pay the nc-o-
tiated community rate for all cnrollecs;
(2) Paying individual iisurcrs anéd HMCs corunle
ty rated preniums on behalf of their enrollces
(see Part v, F, 5 for more details);
(3) Paying providers of care at negotiatcd raotcs
and apportioning the costs paid among menber i:.-
surers in accordance with ilaticnal and State Board
provisions for doing sc;
(@) Representing insurers and HMOs in state and
national planning, negot.ating, and other
activities;
(5) Exceptions would be made in anti-trust statutes
with respect to functions which insurers are vcauirc.

%0 perform under the gplan,
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v, Aduinietration
A. Adninistrative Functions
1. The program would be administered primarily by
certified privace insurers and I#0's operating within
regulations and negotiated igreements established and
administered by National Health and State Health
Boards with the involvement of state govern-
ment, private health agencics, providers of care,
employers, and individuals.
2. Certificd private insurers and WMOs would
a., Negotiate community rated premiums on a
national, state and area level vith the National
Board for iasuring all services covered by this
Act;
b. Participate in negotiations of the State
Board with providers of care to establish budzets
and fee sci.edules;
ce Market {nsurance or Hi0 programs to all cli-
gible persons for all covered services at the
negotiated coomunity rates, or for cnhanced scr-
vices at that rate, or for that rate reduced by a
rebate.
d. Enroll snd issue health care cards to all
persons eligible for coverage under this act
who enroll with them during annuil open

scasons and at other spacified times;
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The Hational Nealth Beard would

ae Establish mstional policy guidelincs and standards for
the implenentation of all aspects of this Act, and oversce
implementation of {ts provisions by providers, {masurcrs,
eployers, and other affected {nstitutions and individual:;
b, Establish naticanl and state Annual NHI Budgcts vithin

the authority for leeway provided by the legislation, ncjfo-

tiate vith insurcrs and BOs to cstablish national and
state preoiums, assure payment of cstablished incone related
and other mandated premiums necessary to finance the commaie-
ty rated preniuns, cstablish one or more systems for appor-
tioning among insurcrs .the costs of payment to providers
reimbursed on-a budget basis, and ncgotiate with providers
regarding policy and proccsses for establishment of provider
budgets and fee schedules and for paymcnt mechanisos;

ce Establish a national Health Resource Distribut:cn ¢lan
and administer health resource development and health ser-
vice programs as well as budget distributions by type o:
service and arca to incrcase accessibility of covercd soere-
vices vhere it is inadequate;

de Certify insurers, HMOs and their consortia, and por-
form all other functions required by the Act with rosue o to
insurcrs, HMOS , and ticir consortia;

e. Extcnd fiscal relief to impacted crplegers, av d o 7

in Part V;
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fo Collect data required for the planning, budgeting,
and monitoring activities under this Act, and for evalu-
ating its effects on health and health care in the nation
(See Part VI.D. for detatils);
g8e Be responsible for adninistcring the Medicare pro-
gram as amended by this Act;
he Contract with the public corporations established
by the states to perform the functions described for the
State Health Board.
6., The State Hcalth Board would, undcr contract with the
National Board,
8. Subnit State Annual NHI Budscts (within the overall
budget allocated to the Statc) to the latioral Board and
implement Budgets as approved by the National Board;
b. Negotiate prospective budgets and fee schedules ior
the payment of providers within the approved budget and
State Health Resource Distribution Plan;
ce Select the system for apportioning budgeted costs
among insurers in the event that the apportiomment pro-
cess developed by the Natioral Board provides such a
choice;
d. Adninister grants fram the states' allocations of
the Health Resources Distribution Fund in a manner con.
sistent with the State Plan for Health Resources
Distribution approved by the governor;
e. Reviev State administration of its residual medicaid
prograa for conformance to federal standards as a condi-
tion of federal assumption of the administrative costs

of the program;
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fo Pacilitats the enrollment process by employers and
individuals, guarantee payment to providers for covered
services to persons without health cards, and assure
enrollment of all eligible persons;

8o Certify providers of care under this Act (or over~
see their certification by private or state agencies
approved by the National Board) and perform other funce
tions required by the Act vith respect to providers of
care;

he Perform such other functions as specifically dcle-
gated to it by the liational Board.

State Governments would

4, Nominate members of the Statc Board;

b. Propose to the State Board, based on the health
planning process described in Title XV of the PHS Act,
Five Year Plans for Health Resourcce Distribution
describing expansion, redistribution, or curtailments of
health facilities, personnel, and other resources for
teview in the context of the proposed Annual NHU Budzet
for the state;

c. Ioplement certificate-of-need (and related provi-
sions incorporsted in Sec. 1122 of the Social Security
Act and Title XV of the Public Health Service Act) or
other such programs as exist in the state in & manner
consistent with the Annual NHI Budget for the state;

d. Participate in negotiations of provider budgets and

fee schedules for the state or area;
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se Pay group rated premiums to insurers for non-employed
AFDC eligibles in the state;
fo Be responsible for aduinist:-ing a “residual medicaid”
program for the State.
6. Private agencies
as Professional Standards Review Orzanizations would be
expanded to review all covered health services by all provie-
ders, including the establishment of norms and criteria for
medical practice and perform all the other functions now as-
signed to them under Title XI, Part B, of the Social Security
Act;
b. The JCAH (and comparable private agencies) would continue
their present. Nedicare role for certifying provider compliance
with requirements under this Act.
7. Providers of health care would be invited to offer services on
& participating basis in the program, and to send elected rcpresen-
tatives to national and state negotiations to establish budgeting
procedures and fee schedules.
8. Employers would
a. Negotiate with insurers and HMOS and offer a choice of
insurance and B0 arrangenents to their employees consistent
with the definitions and procedures of Sec, 1310 of the PHS
Act, regarding the role
of employers and employee representatives regarding HHO

arrangements;

be Facilitate enrollment of the employee and his/her dependents

in the plan of his/her choice;
c. Make wage related premium payments, including any employee
share withheld (based on labor-managencnt ncgctiations in
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orzsnizod companies), oa behalf of the employes;
d., issuc a statement t0 the employes at year end of
caployee premiuas paid;
e. *oply to the National Board for financial relict
fra: cicessive economic impact of mandated premiums, f
N LN
t. larticipatc, throush represcatatives, in the negco-
1754 of provider budgets and {ee schedules for thcir
sfecs OC area;
g+ FPerticipate throuch representatives as nembers of
the & ace Board.
9. People (except those who are nembers of the arned forces,
Medicare eligibles, or in Federal or state institutions) would
a. Choose from among and enroll themselves and their
dependents in one of the insurance or BY plans availa-
ble tc them through their employer, or if they are self-
enpiay>d or non-cmployed, any of the plans available to
residents of their state;
b. Tf an employee, pay a wage relat=d premiux. (subjcct
to labor-tanagement negotiaticvas) through their coployer
or an i1ncane-related premiua to their B or insurer if
not employed (or if enployed with substantial non-wage
incame);
ce. Ii:2sent their Health Card to all providers of care
for covered services;
d. FParticipate, through representative groups, in the
nezstizrion of provider budgets and fee schedules for

their stats or area;

BEST COPY AVAILABLE
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ee Participate, w representative groups, as members of
the State Board.
B. Certified insurers and Ws

1. Any insurer or HM0 may be certified (and recertified) to insure

services covered by this Act if it
a. Meets any applicable legal standards required by the
state(s) in which it operates;
b. HMakes available a program of insurance or benefits cover-

ing all services covered by this Act at the negotiated comemi-

nity ratc;

Cc. Accepts, within the resource capacity of the HMO or similar
arrangement and consistent with requirements of cost-effective
administration wath limits appropriate for plans negotiated or

arranged between employers and employees that are self-
insured, for earollment in the required program of insurance
all employee groups or eligible individuals at the
negotiated rate.

d. Provides the same added benefit to the required program
of insurance, or the same prenium rebate, to all enrollees,
except that & portion of this rebate may be allocated to
employers in return for services in arranging for the availa-
bility of a cost-effective insuring plan if the portion 1s
negotiated in accordance with the procedures of Sec. 1310 of
the PHS Act rcgarding

the role of employers and employee representatives regardirng
HM0 arrangements.

e. Complies with all regulations of the Nationsl Board
regarding advertising, customer service, standard claims
forme and procedures, rights of privacy of enrollees and

providers, and other are:- authorized by this Acty
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fo Is & member of a consortiuwe aud complies with all rules
and procedutes of the consortium considered reasonable by
the National doard;

ge Makes no departure {rom those methods of marketing,
organizing, or paying for health services which the National
Board recognizes as consistent with the objcctives of this

Act without special approval from the
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National Board, wnich may issue such approval only upon
convincing demonstration that such departure will not
danage the objectives of this Act.
2, The National Board would certify four national corpora-
tions, callcd "consort:ia™ in this Act, with state and arca
subsidiarics, onc formed from Blue Cross and Blue Shicld

Plans, one tor=ed from cammercial insurance carriers, one

formed from Prepaid Group Practice HMOs, and one formed from Inde-

Pendent Practice Association HMOs, to receive and distribute public and

private funds as iniurance premiuns, dispense funds to provi-
ders of care, and to perforn certain functions on behalf of
insurance and.KiO plans vhich are certified under this Act.
Each consortiun would
&8s Represcat its member plans in activities of the ila-
tional Board in preparation of ilational and State 11
Budgets and in nccotiations of cammunity rated preniuns
on & national, state, and «rcas basis, to finance ser-
vices covered under this Act, and in ncgotiations rclated
to ncthods of apportioning provider budzets a:d costs
among insurers,
be Reptesent its members on 8 nejotiating ccarittee
(sce Part VI1) cstablished by the State 3nard 0 nczotie
ate all budgets, fee schedules, capitation rates, scla-
ries, or fee for time rates, or other rates (as well as
definitions or cerditions of payment for services or
other mztters which nay require negotiation under this

Act) for the .cusbursement of participating providers to
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the end of paying for needed services to their emrollecs
vithia the budgets appruved for the state or area and the
tevenuss anticipsated by the insurcrs and s for that
state or area throush the negotiated commmity rated
preciuns to be paid them by the national consortia;

ce Collect and place in a fund all premiums which the
National Board advises it are due from employers, i.divi-
duals, and stste and federal governments, on a monthly,
quarterly, or "annual round up" basis on behalf of all
enrollees of a member insurer;

d. Notify the National Board of cmployers or individue
als vho are in default on premiun payments for paycent

by the Board and collection as a federal debt as described
in Part v,

e, Pay community rated preniuns fron the consortium
fund to the member plans on behalf of cach plan's crrol-
lees on such echedule and bases, and adjusted to rcflect
such risk and/or area cost of services factors, as 13
mutually ajreeable to the member plans and is approved by
the ilational Board as appropriate to climiuate any {inane
czial incentive to mcmber plans to practice risk selection
or experience rating or otherwise to prevent attainment
of the objectives of this Act;

f. Acting in concert, and with approval of the National
Board, establish an arrangement for transferring mandated
premiums and other payments among consortia on a schedule
and basis mutualiy agrceable to assure each consortia's

receipts reflect the size of its members' esrolloents and
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such risk and/or ares cost of services factors as they
consider warranted;

8o HMake payments to all participating providers of care
on behalf of their member plans according to the costs of
the negotiated budzets apportioned to their menbers, fee
schedules, capitation rates, salary or fce for time
rates, or other payment rates, or at lesser rates vhen
special agreements have been negotiated by member plans;
he Monitor payrents to providers of care, notify the
State Board if rates of expenditure excied projected ex-
penditures in the Annual NHI Budget for the state or
area, and ,articipate i{n discussions or negotiations to
reduce of pro rate payments to remain within the budget;
fo Conduct such programs of claims review, and collect
such data as ts required by the National 3oard;

jo Facilitate smooth transfer of enrollment and premium
collection in the seme or different geographic areas, or
between consortia, during open enrollment seasons or
between seasouns under circumstances prescribed by the
Board,

Conditions for certification of consortia.

&s The consortium of Biue Cross and Blue Shield plans
and the consortium of commercial insurcrs must have nem-
ber plans in all states and major areas sufficient, in
the judgment of the National Board, to cover the

population;
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b. The consortia must accept into membership any
fnsurence or B0 plan certified by the National doard
applying for membership,
ce. The consortia must >ossess resources and prescat
e plan of operations to the National Board which
Amncuaus intent and capacity to carry out all
consortia functions specified in this Act.
C. Structure of the National Health "Board
1¢ An independent agency of the Federal government re-
porting directly to the Prcsident,
2, tanaged by a five menber, full time National Health
Board (hercin called the lational Board) appointed
by the President and confirmed by the Senate,
a. Chairman to be appointed by President.
b, Members to have stasgered five year terms.
ce No more than three members from same political
party.
3. The National Board would
4. Approve sll policies under the Act
and oversee the activities of the chief
administrator and staff;
be Establish staff offices to the board for an
Ombudsman and Advocate and appoint directors;
ce Appoint a chief administrator at the Executive
III level;
d. Organize burecaus and other staff and operating

units within the Board and appoint such staff as

47-1471 0-19- 10
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roquired to implement this \ct.
& The Board's jurisdiction would include the current
Reslth Care Financing Administration and other .DHEW
programs or elenents of other current DHEW agencies wvhich
ace
8, Developing or distrituzing health care resources
through grants or contracts that are fundable from the
Health Resourczs Distribution fund and wv1ll provide
health services a significant portiom of which are
covered services under this Act;
or
be Providing direct services, a significant portion
of which are covered services under this Act;
o .
ce Collecting data, conducting health services re-
search, or evaluating new technologiecs relevant to the
objectives of this Act.
5 The Board would administer the Health Resources
Distribution Fund (described in Part VI).
6. The Board would include a Bureau of Appeals to which
providers, insurers, individuals, or others may make final
administrative appeal and obtain a hearing upon grounds established
by the Board after opportunities for appeal at the State
Board or, as appropriate, the consortius level have been
exhausted,
7. The National Board would be served directly by staff
offices of the Ombudsman, the Advocate, and the Inspector

General.
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8¢ The Ombudsmen and staff would iavestigate and report
to the Doszrd om complaints abowt the operation of the
program in the light of its objectives, and recommend
changes in regulations or practices.

be The Advocate would assist consumers in defining, pro-
tecting, and asserting their rights under this Act -
focusing on ths needs of minorities, the elderly, the
disabled, other disadvantaged groups, and women.

ce The Inspector Gensral and staff would perform funce
tions, with respect to health, like those now performed
by the HEVW Inspector Cenersl. The Inspector General would
conduct investigations into fraud and abuse, and, acting
through the State Board, would contract with state fraud
control units established under Sec, 1903 of the Social
Security Act to conduct the activities defined in Sec.
1903 with respect to all health services covered and all
health care providers reimbursed under this Act,

The National Board would be directed to establish standing

Comnissions on Benefits, Quality, Access, and Health Care

Organization to continually review and advise the Board on ways

to improve the program to better attain the objectives of the

Act,

4. lMore than one half the mcrbers of each Commission
would reprcsent consumers - which would mean, for pur-
poses of this Act, purchasers of health insurance (such as
enployers or enployees), or any person who is not s mocber
of a health profession, official of a health care organi-

zation, or othervise associated with health care
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providers ia ways the National Board comeiders inappropriate for
this purpose., Consumers may choose to be represeated om the
Commission by 8 provider of health care by making a direct
selection of such a person,

b, The Camaissions would include representatives of the various
health care professions and provider institutions and their ea-
ployeess, and insurers, as the Board considers warranted for the
purposes of the Commissions.

ce Each Commission would be allotted full time staff, vith

staff support specifically assigned to consumer members.

Structure of the State Health Insurance Board.

1.

A state chartered public corporation (herein called the State

Board), established by the governor at the request of the National

Board, to carry out specific functions under this Act under agreement

with the National Board.

2.

MHanaged by a five member State Health Board (herein called the

State Board), vhose pembers and chairman are appointed by the

governor subject to approval of the National Board.

3.

& Representatives of major purchasers of health insurance -
(employer groups and labor unions) must hold two seats on the
Board, and at least one otiier nust be & consumer, as defined by
this Act,

be Five year staggered terms,

€o No more than three members from the same political party,
The State Health Board would

a. Make sll policies delegated to it by the National Board;
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be Appoiat an ambudemen and sdvocate reporting directly to
the Stats Board;
Ce Appoint s full time chief administrator;
de  Under terme of their contract with the Natineal Board,
organize such bureaus and other staff and operating units as
required to carry out the functions specified in this Act.
4. The State Board would include & Bureau of Appeals to which
providers, insurers, individuals, or others make formal appeal and
obtain a hearing upon grounds established by the National Board.
S¢ The Ombudenan and his staff would pertorm for the state the
same functions described for the Ombudsman to the Natiomal Board.
6. The Advocate and his staff would perform for the state the
same functions described for the advocate to the National Board.
7. The State Board would be authorized to appoint such standing
commiseions or short term cozmissions as are approved for funding
under their agreement with the National Board, Such camission
would include representatives of consuners and providers as speci-
fied for commissions for the National Board.
8. In state where the governor proposes, and the National Board
concurs, the establishment of more than one Area Health Board within
the State, rather than one state wide agency, each of the Area
Boards will be treated, for purposes of this Act, like state Boards,
but the State govermment functions would apply to all of them,
The Annual NEI Budget
l. The National Board will annually prepare a camprehensive budget
establishing all public and private expenditures for health services
covered by this Act and for the administration of the program, and

all revenues from mandated premiums and other sources for fir. .iag
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these sxpenditures and limiting the total annual incresse over the

preceeding year ia heslth expenditures under the Act to & maximm of

the averags rate of iacrease ia the GMP over the last three years.

8. This Anaual Budzet would be presented to the President and

Congress, and to the State governmeats, in adequate time for

funds to be appropriated to cover the premiums and other govern-

ment payments mandated by this Act, including funds for Health

Resources Distribution as authorized by this Act.

be The Annual Budget will balance all revenues to be paid to

insurers and all cxpenditures to be made by insurers pursuant

to this Act.

(1) Revenucs vill be shown fram

(2)

(a) Wage related premiuns;

(b) Prcmiums related to non-wage income;

(c) Group rated preniums paid by State and Federal
govermments on behalf of AFDC and SSI eligibles.

(d) Paynents by the Federal Board to conpensate for
delinquencies in the payment of required premiums,
(e) Taxes, premiums, and interest paid to medicare
trust funds.

Expenditures will be showm for

(a) Acainistrative costs for the National and State
Health Boards, consortia, and insurers.

(b) BHealth services costs by types of provider and/or
service as determined by the National Board.

(c) Costs of accumulation of assets for capital in-
vestment, education, and rescarch as described ia the

approved Health Resources Distribution Plan,
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(@) Over or wader expenditures from previows yesr.
(e) Expenditures from medicare trust funds,
(£) All other cests wnder the Act as specified by
the Bational Board.
Percentage allowances as established by the Board will be
showm for the treasfer of expenditures among categories
by the State without approval of the National Board.
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ce The proposed Aanual Budzet will balance all rcvenues
projected to be paid to the Medicare progran and all ex-
penditures to be made by Medicare pursuaant to this Act.
(1) Rcvenucs will be showm from
(a) Part B, premius payments,
(b) Payroll taxcs.
(c) Gencral reveaues.
(d) Intercst on Trust Fund Assets.
(2) Expenditures uiil bc shown for catejorics iden-
tical to insurcer expenditurcs.
d. The Annual Budget will cstablish cxpenditurcs ior
each state or area. (See V l4a for methodology.) The
State Boards, vith the approval of thc National Board,
may establish areas within the state, and the ilationzl
Board, in agreement wvith the governors involved, may
establish arcas which cross state boundaries, which
areas will be treated as "states" for purposcs of this
Acte
e. The Annual Budget will establish premiums required
to be paid to insurcrs to rinance the negotiatcd national
community rated premiums for all enrollees in the nation,
showing variations in these rates achieved in each- state
and will present analysce of economic impact on employers
and enployment of the premiuns, as well as on federal and
state budgets.
f. The Annual Budget will include the amount to be
requested of Congress for the Health Resources Distribu-

tion Fund (described in Part VI) and for each of the
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authorized programe adnministercd under this Act by the
National Board in relation to this Fund.

8¢ The Annual Budget will rcilect annual buggets of the
States and the advice of advisory caomis.ions to the
Ratipml Bocrd, and will be dascd .n agreements vith proe
viders negotiated by State Boards and approved by the
National Board and agrcements with consortia on national
community rated premiums rcquired to underwrite the
covered services in the ycar ahead.

he The state budgets submitted to the Rational Board
vill reflect the advice of statc advisory corrassions,
the Hcalth Resources Distribution Plan for the State, and
representatives of the consortia and providers in the
state, and vill be based on ncprotiations by the State
Boards with providers concerning budgcts and fee
schedules,

fe The Congressional Budget Off.ce would submit an anale
ysis to the relevant comnittees of Congress cach ycar of
all aspects of the proposed Annual Budget.

je The Annusl Budget will be implement.d Ly the State
Boards, with the State Boards renegotiating provider bud-
gets and fees if recquired to stay within the rovenues
approved, Negotiated national cormunity rated premiuns
in the approved Annual budget would be caps on revenucs
to consortia for payment for covered services under this
Act, and could only bLe increascd by a subsequent act of

the National Board.
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ke The State expenditures approved would be the basis
for the negotiation (or renegotiation) of prospective
budgets, annual adjustments of physician fee schedules as
neccssary, and othcr provider reimbursenents as described
in Part VII,
1. The Annual Budget will be accompanied by projection
of the Annual Budget for five years, showing the cffect
of Health Resource Distribution efforts and the linits on
increases in expcnditures nationally and by state and
ares.
Negotiations with providers
1. For purposes of cstablishing prospective budgets, fee
schedules, and other payment mechanisme as described in Part
V1I, providers would be invited to send clected representa-
tives to negotiate with committees coanvened by the National
and State Boards.
2., The State Negotiating Groups: The National Board would
establish categories of providers from which representatives
to the various negotiations with the State Board would be
elected in cach state, and establish general guidelines for
the election process in each state.
as The categories of providers to compose the state
negotiating group regarding prospective budgets would
include, but not be limited to:
(1) Ciasses of hospitals
(2)
(3) Hospitsl bascd physicians

(4) Hospital employees of various professioas and
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eccupations
(5) Cosmunity Health Centers, Comnunity Mental

Health Conters, and other providers rcimbursable
on a prospective budget basis under this Act.

Factors to be taken into account in establishing

the nczotiating group rcgarding fce schedules and other

paynents nechanisns would {nclude, but not be limitcd to:

Ce

(1) Medical and ostcopathic specialties

(2) Geographic arca of practice, ex., rural,
urban; -

(3) Style of practice; solo, group, institution
based.

The gencral guidelines for the state election pro-

cess shall be developed and revised as nccessary by the

National Board in consultation with any existing ncroti-

ating groups and other provider associations and institu-

tions and shall include:

(1) Range of sizes for the negotiating groups;

(2) Proportional representation of categorics o1
providers on negotiating sroaps in teros of their
numbers in the state, the percentage their services
rcepresent of the total rcimbursed under this Act, and
any redistributions describcd in the Health Resources
Distribution Plan;

(3) Three year tcrms of office with eligibility for

reelection;
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(4) Various methods of noninations aad clectioa for
use by the State Board, assuring full public infor-
nation and opportun:ty to nominate candidates and
vote by all relevant providers (and their cmployces)
1n cach category.
d. The State Boards, in consultation with any cxisting
negotiating groups, and with provider associations and
institutions 1n thc state, would establish and revise as
necessary the size, composition, and other characteristics
of the state negotiating groups; and the detailcd norina-
tion and election process - wuithin the guidelines of the
iiational Board - and would conduct or oversec the conduct
of elections of the state negotiating grours every three
years.

The National liegotiating Groups: The Mational Board would

conduct an elcction anmong the state negotiating groups to

elect representatives {rom the state groups to the national

negotiating groups, and may, in consultation with provider as-

sociations and institutions, appoint up to five additional

non-voting rcobers to each group to represent provider

interests that arc not rcpresented on statc §roups.

a, Catezories of providers would be representcd on the
national negotiating groups (exccpt for the up to five
addit:onal oenbers appointed by the Board) proportional
to their rumbers on statc negotiating groups, and any
redistributions described in the five year projection of
the National Annual \HI Budget as thc effect of the State

Health Resourccs Distribution Plans and of the limits oa



G.

u.

increases in expenditures nationally and by state and
area,
b, The terms of clccted and appointed members would be
three years,
4, Both the clections of negotiating sroups and all negcti-
ating scssions of the groups will be nattcrs of public rccord,
except that elections will be conducted by sccret ballot.
Ncgotiations with Insurers and
le Insurcrs and would be invited to scnd representa-
tives to negotiate on their behalf with the Kational Board
regarding the camaunity rated premiunms described in Part V,
2. he pnanner of selcction of those rcpresentatives would be
established by the insurcrs and through their consorticz,
but should provide represcntatives of such categories of
insurers as the Board may require.
J. The nunter of representatives to the negotiating group
from each consortia would be proportionate to the total nunber
of enrolleecs of each consortium, with no consortium reprcsen-
ted by fewer than two.
4, Consortia shall not pirticipate in the negotiations on
state or area cammunity rates in which they have no member
plans.
S5 Negotiating sess:ons of the Board with the represenza-
tives of insurers and ii0's will be maiters of public record.

Apportionment of the costs of a provider's budget among

insurers,
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1. The National Board would establish rules for apportiomment
of the costs of a budzet among the insurers after consultation
with the insurers.

2. Payment amounts by insurers would be established oa an
interim basis intitially, paid at such time as may bc deter-
oined, adjusted from tine to timc, and settlcd after the

close of the year.

Start-up of administrative structure and processes

l. Upon enactment of this Act, and prior to the effective
date of benefits, the National Board shall establish

and test administrative structures and processes necded to
ioplement the Act on the effcctive date of benefits,

2. The Board shall report to the Congress 18 months after
enactment oa its progress, and on any technical changes or
authorizations of any tenmporary administrative structures or
proceedures that would facilitate the implenentation of the Act,
3. The General Accounting Office will review the progress of
the Board in starting up administrative structures and proces-
ses under the Act and report the progress or lack of progress
to the Congress 18 months after enactment.

4, (For physician cost controls established before

bepefits become effective, see Part VII.)

Federal back-up for state and insurer functions: If a state

fails to establish a public corporation to serve as the State

Board, or if insurers fail to establish consortia or acceptable

plans for their operatjon, or if there are states or arcas in

which no {nsurers qualify for certification under this Act, the

National Board will perforn the functions of these agencies.
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President's .1s3ion oa the Health of Americans.

1, The Pr¢ .cnt would appoint a group of nine distinguished
citizens to scrve at his plcasure,

2. The Comission would be directed to review the health
status of the nation, the opportunities for improving it, and
the cost {or doing so.

3. The Comnission would make its findings on steps that

-should be taken near and long tcrm and coordinate its activie

ties with those of the National Board.

BEST COPY AVAILAGLE



Ve Financing

1.

156

A. Structure of support of program

Incame to support the program will come from scven

primary sources:

2,

a, Wageerclatcd premiums pa:d by erployers, with
sharing by the employee possible;

b, Payoents by people with substantial amounts of
non-wage irncomc, rclated to that income;

c. Payments by States for the AFDC and State institu-
tional population;

d. Payments by the Federal government for SSI beneiie-
ciaries and the Fcderal institutional population;

e, Voluntary payments for employees in the U.S. of
foreign governnents and international organizations;
f. Medicare taxes and premiuns;

ge General revenues.

The wvage related premium and other income related pre-

niums psid by persons with nonwage income would be cocputed

as & percentage of the income from the given source.

a. The percentage rate which would be applicd in full
to wages and one-half of which would be applied to none-
wage income (subject to i maximum for an individual,

see 3, below), would bz computed so that the costs of
NHI benefits for the entire population -- except the
Medicare, SSI, and AF)XC groups -- would be fully covered
by the total of all wage-:related and incone-related

premiuns,
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b, The prospective percentage rate would vary from State to

State in accordance with actual budgetsd cost increases in the
State, because of adjustments ar provided in F.4.d. If suffi-
cient information is not available in one or more initial years
to establish the State variable rates, State-by-State estirates
or a single national rate may be employed on an interim basis,

A maximm would apply on premiums withheld from employees'

wages or paid by recipients of non-wage income. The maximum

out-of-pocked payment for premiums for an individual could not

exceed the negotiated community-rated premium for his/her family

type (i.e., self only, couple, or family) for the State or area in

which he/she is employed.

Income sources

1.

Wage related premium

a. Employers would be responsible for the entire payment, but

would be authorized to requlu' payment of x% (25-358) of each

employee's wage, up to the maxiomm premium base, by employees.

The employee payment would be subject to labor/managemeat

negotiations.

be The wage-related premius would consist of the result of

applying the percentage rate to the total payroll of the

employer.

ce The payment by an employer (including a State or local

government) would be subject to an impacted employer limit, and

a credit would be payable to impacted employers upon application,
(1) An impacted private employer would be defined as one
wvhose requiced payments for NiI (excluding any that may be
paid by employees) exceeded Ais/her former payments for

private insurance by more than J% of payroll and whose net

47-1471 0-%9 - 11
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incone as & percentage of gross and absolute nct income
declined compared with the year before the NHI premiwm
payment was msndated. Only the 3% of payroll maximm
would apply in the case of State and local govermments.
(2) Upon the filing of a claim showing the existence of
the defined impact, the National Board would certify as a
tax credit (or pay from general revenues in the case of a
non-taxpaying employer) an amount equal to one-half of the
least apount by which an increase in insurance costs of
the employer not permitted to be borne by employees ex-
ceeded 3% of payrolls or the decline of either of the two
measures of net income. In the seccnd year one-third would
be credited, in the third year one-sixth vould be credited,
and in the fourth year and later, nothing.
d. Payment of premiums on behalf of employees of state and
local govermments would be required oa pain of deduction from
all Federal grants-in-aid payable to the State of an amount
equal to one and one-half times the amount the Board estimates
as the amount of the premiums otherwise due, Such deducted
amount wo..d comprise NHI income.
es Medicare beneficisries would be exempt from paying wage-
related prexiuns and their employers would be exempt from
paying wege-related premiume on their behalf,
Non-wage income premium
8s This premium would be paid by recipients of self-employment
and unearned incame at one-half the rate paid by employers and
eamployees together,

be Only income in excess of $2000 for each adult recipient of
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of such income (individual $2000, couple filing joirtly $%000)
per year up to the naxinum on incame subject to premium poy-
nent requirements specificd {n A, would be subject to thic
premiun requirenent,

¢e The paynment would be made quarterly in conjwnction with
filing estirated incomc tax returns. Failure to make timely
paynents would malie the individual subjcct to & late premium
penalty, at a 15% anaual rate, unless the delay in payment were
excused.

de In the case of pensions rcceived by persons under 65, the
non-wage income prcaiuss nay be paid by withholding, and part
or all ol the premiums cay be paid by prior employers. The
employer prenium payment would not be considered income for tax
Or premiun payment purposes.

e. HMedicare beneficiaries would be exerpt from paying premie
uns on the basis of unearned Income for any wmonth they were
benefic.aries. If they were beneficiaries for part of the year,
the portion of unearned income exempt would consist of the
nunber of moaths of ledicare eligibility divided by 12. In the
case of a couple, only one member of whicih is a Medicare bene-
ficiary, the premium would be calculated for each nember
separately, and joint income would be proportioned equally
betwsen the nembers.

Group rated preniums on bchalf of SSI recipients and resicents

of Federal institutions for wiose health care the Federal govermmcnit

takes responsibility.

8e The premium would be paid by the Federal goverrmeat for

peregns who are not liedicare beneficiaries.
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be The premiwm payment per individual would be bascd on the
experience of the group; {.e., the premiva would be a group
related premiun and not income related,

Ce The Federal premiums would be paid moathly to insurers (or
their consortia) with whom recipients or residents were enrolled
in the appropriate premius amounts.

d. Cost experience for members of the group would be obtained
from a sample of beneficiary dats records for the entire popu-
lation reported by the consortia, These records would be
matched against SSI payment records to ideatify the tccipi;nu
in the basic file. Insurers would not be given information on
vhich enrollees were eligible for SSI. On the basis of the
sample data, cach year experience rated premiume could be esti-
mated for payment in the ensuing year using the experience and
other pertinent factors in an estimating process as the Board
may determine after obtaining the advice of the consortia. A
deduction may be made for estimated other premiums payments
made by or on behalf of SSI recipients.

¢. The SSI program would be amended to provide that health
insurance premiume paid on bebalf of its beneficiaries for NHI
benefits would not be considered as income in determining SSI
cash benefit eligibility, and the fact that some incame
received by the beneficiary would be required to be paid toward
NHI premiums could be taken into account in deternining the SSI

benefits.

Premiums on behalf of AFDC recipients and residents of State

institutions for whose health care the State government takes

responsibility.
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8e The premiwm would be paid by the State as & condition for
AVDC oatchinge

be The premium would be group rated by family type and not
income related.

ce The State premiums would be paid monthly to each of the
insurers (or their consortia) in which this group's nenbers
were enrolled, in the appropriate presmium amounts.

d. Cost experience for members of the group would be obtaincd
from a sample of beneficiary data records, as would be done ior
S$SI, with premiuns calculated in a similar fashion as well,
mformation would not be given to insurers om which cnrollees
were eligible for AfIC. A deduction nay be made for estimated
other premiun payments made by or on behalf of AFDC recipients.
es The AFDC program would be amended to provide that health
insurance preniuns paid on behalf of its beneficiaries for I!HI
benefits would not be considered as income in determining AFDC
cash benefit eligibility, and the fact that some incame re-
ceived by the beneficiary would be required to be paid toward
NHI preniums could be taken into account in determining the
AFDC benefits.

Voluntary pacticipants.
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Long ters U.S, residents who are employees of foicizn

govermments or international organizations.

b.

(1) The eunloying unit could enter into an agrcement
with the Board to cover thecir enployees and their
fan{lies undcr KHI,

(2) The premiums due fron the employer would coasist
ot cormunity rated premjuns estinated for the type of
fanily of the enrollees,

Costs and services (o0 foreign visitors.

(1) The Federal governnmcnt would be cnpowcred to cnter
wnto agreemcnts vith foreign goveraments under which
visitors, each to the other, would be covcred under tie
plan of the national to which the visitor travels, 1if
such an agreement seemed likely to produce acccptable
results,

(2) The agreemcnt would be premised on the assumpt.on
that benefits provided to foreigners in this country
would be compensated for by scrvices provided to NHI
nmenbers outside the U.S., for which no reimbursement
would be made. The services covered outside the U.S.
would, in effect, constitute NHI benefits, paid for by
providing services to foreigners in this country

which the NHI program would pay for.
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The prosram would not pay for services provided
outside the couatry.

The Mcdicare portion of the social sccurity tax

as The tax would be rctained at the level now provided

for by la« for cach cmployer, cmployec, and self-crploycd.

. 1979-80 1.10%
1961-85 1.35%
1986 and later 1.50%

be The lledicare tax would be applicd to all waces in the
U.S., including those of Federal cmployees, all nonprofit
organization employees, and, under pain of deduction fron
grants of one and one-half times the tax as estinated by the
Board, of state and local employces. Voluntary agreements
with {oreign governments would require a payucnt equivaleat
to this tax, as well as HHI premiuns. (These funds, as
well as Part B premiuns and general revenue contributions to
Medicare, would be handled separately irom the rest of WHI
through existing Trust Funds and the total wouléd be suffi-
cient to support the program.)

The Medicare Part B prexium

8. The premium payment would be made compulsory for

everyone age 65 or older, plus those disabled

g s % 18 V4 \"“""
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cligible for Tuart A coverare but usuld be paid by the

Feder.l over...cat .n the case of iSI recipicnts.

be ilonmber.iin of the ilcdicare sroup
(1) Pcople nor cligible for Medicare (ta .:c'u'c
cveryoue over 65) plus
(2) Pcople d.sabled s1x noaths to Lo yi r5.

ce The prencum would be cormputed as in preseat Wi o

lau, rising no faster than social security bearfit.,

General revenues

2e Incrcased oblijations including
(1) SSI and incrcascd paymeats for Federel .ast tus o..t
population, if zny.
(2) Ciffcrecuce peiveen iledicare tux plus pro.ia. aad
cost of scrvices to the licdicare ;roup. This di forence
results ia part ‘rom the proposed addad lied.ccre
coverage and the fact that no increase in the social
sceurity tax rate is proposecd.
(3) Premium payncnts due to orivate insurers hut
uncollectible.
(4) Credits to impacted employcrs.
(5) Savings clause to State for licdicaid.
(6) Cost of adninistration of Board and State 1rcucies.
(7) Increase, if aay, in Fcderal caployer pojyments on
behalf of Federal cmnloyces a.d menbers oi the arned
forces. This iacrcase possivility derives in pare fro:
the required percentage of premiums to be paid by

enployers.,

BEST COPY AVAILABLE
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b, Ofteers facluding
(1) Lliminat:on of {ndividual income tax deduct:oa for
nealth insuraace ad the fact that deductions would not
occur (or be asllowed) for costs of services covercd under NHU.
(2} Elimination of Federal giants-in-aid for Medica:d.
(3) Reduction of escalation in costs of covered services.
i4) Medicare hcalth insurance payments from additional
employers on behalf of new Medicare eligibles,
End of ycar round up
4. In the case of wage carners who have less thaon $2000 i:
nonewaze 17come, tae vase related premiuvm will constitute
payment {n full of the premium. Zach premium payer woula be
required to calculate his/ker total annual premium obligation
if he’/she had non-wage income of over $2,000 (the exempt
amount), as follows:
(1) calculate the payer's non-wage income subject to
the premium requirement, This incaxe would equal the
lesser of (a) the actual nonwage income in exc2ss of
$2000 up to the maximss premium base or (t) the
saximum premium base minus wages.
(2) The prenium rate for non-wage income would be

applied to the figure in (1) to
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determine his ronvage prcmiun,
(3) Calculate the employce premium that was paiu or
could have becu required by the caployer e e poaet e
the employce on the basis of waze income, as rcaorted cn
chployer statements, up to the raxinun,

State o .rea
(4) Compare the sun of (2) plus (3) wvith tec/cus wiety
rate for the fanily type of tiue :ndividual. 1ne lesser
*s the annual premium oblination unlees the persoa had
income of the sortl on vhich ninimun tax payacnts a:c
duc, In the latter casc, the individual {5 esw.ed 0
have received the raxinua in uncarned 1nconce
(5) Conparc the result of (4) with payment withhcld
from wage, paid on the basis of estinmatcd onevane
incone, or paid to ‘ledicarce If nore was paid thar the
obligatior, a rafund would be paide If less than tae
obligation was paid, the individual would bSe regurrced
to make & {inal payrent and possably pay a penaliy,
unless the delay in payment was excusable under the
rules of the Board. Refunds would be paid Ly the
consortia fron the premium paynents alrcady rade to
them. In the case of a person covercd by more tlan one
consortium in a year, the refunds would be apportioncd
among consortia according to rules they establish,

approved by the Board.
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Enforcement of the premium payment.
1. In the even an tndividual {s detcrmined to have failcd to pay
premiums due, the Federal government would be obliged to make the
payment.
2, When the Federal goverament pays a precium on behalf of an ind:e
vidual, because o tailure of that individual to pay, the payment
would be a debt owsed by the individual to the government and would be
collectable by the sovernnent, If unpaid, the debt woulc be collcce
ted in accordancc with the terms of the Federal Clains Collection ‘et
of 1966.
Effective dotes,
1. The incone rclated preaiuns would firet becope payable wvi:k tie
quarter beforc the cffective daie of payment of bencfits.
2, The premiws paid nonthly would first bccone payable one month
before benefits become payable.
Residual ledicaid,
le Savings Clause.
8. For the first three years after NHI benefits first becou
payable, each State would be guarcnteed that its costs for beac-
fits - for rcsidual medicaid and premiun paynents for AFDC
recipients « provided after NHI's cffective date would be no
larger than they were in the year preceding that date, with an
increase per year equal to the overall program rate of increase.
This guarantes would apply only to costs of thosc Medicaid benc-
fits that were in effect {n a State at least two years prior to
the effective date of benefits under this Act,
b. The savings clause would apply to a State only :f it does

.

not cut back on the aedicaid benefits it provided before NHI
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becomes effective, and only if it pays the group rated preciume
required for AFDC cash benefit recipients and the institution-
alized population for vham premiums would not be paid under
other provisions.
ce The Federal grants-in-aid for nedicaid benefits would be
elintnated, but 90% of the reasonable administrative costs of
the residual Medicaid program (see below), as deternincd in the
budget process, would be paid if Federal Medicaid standards, ine
cluding standards for budzet reimbursement of nursing homes,
vere met,
2. Maintenance of effort - condition for Savings Clause, for
Federal grants-in-aid for AFDC, and for grants toward administrative
costs,
as Continuation of pre-enactment Medicaid benefits not pro-
vided by KHI.
be Payment of NHI group rated premiume for AFDC cash payment
recipients.
ce MNHeeting other Federal medicaid quality or other standards.
The National Board would establish the minimum scope of ser-
vices required (in lieu of the requirenents of Section 1902
(a)(13) of the Social Security Act) as s condition of approval
of & S5tate plan under Title XIX.
4. Payment of preniums for State institutional population.
F. . National, state, and ares premium determination process.
1. The budget limit on expenses for NHI would be set by the
National Board. The Act would provide that the budget increase in
any year would not be permitted to incresse at a rate greater than
the average rate of increase in the GHP for the three preccding

years.
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2. The Naticasl Bosrd, with the advice of the consortia, uwould
pexfora the actwarial calculations required to trenslate the deci-
sion on expenses {nto a wege and non-wage incame related prooiun and
community rated premiuns., An allouance would be made in the promiuns
for a contingency fund retained to cover variations from expected
expanses and for net incaome (operating gain or loss and interest on
revenues) in accordance with Board policy.
3. In the event the NI incone from the specified sources 15 found
by the National Board to fall short for s given year of that rcquired
to pay insurers the coomunity rated preaiums negotiated for the year,
taking into account contingency revenue funds that are available, an
advance may be made from Fedcral funds to cover the shortfall tempo-
rarily, to be recovered from premiums in subsequent years establishcd
to provide for repayment,
4, The National loc;d would distribute the national budget amon
the states. In so doing, the health care operating cost incrcase
sllowed for a state would be greater than the national increasc if
the state's per capita expenditures, on & price adjusted basis to
the dezree feasible, are less than the national per capita expendi-
tures. A similar variation would occur in the case of a state whosc
expenditures are grcater than the national onas.

a. The maximum variation above and below the national increase

would be 20% each.

be The variation for a state with the average deviation of all

states would be the lesser of its percentage deviation, or 10%,

and the variation tor other states would be proportional to that

for an average deviation state,
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ce The limit could be adjusted upward for states (or ar~as)
vith severely underserved population, for whom special develop-
ment prograas have been approved in the Health Resources
Distribution Plan,

d. If a state actually budgcted less than the allowed ..}
limit for the state, by applying effectivec restraints o cost
increases, the state's incone related premium rate would be
sdjusted downward accordingly.

The insurers’ financial duties.

8. Insurers would receive the premiums and make use of consor-
tis in wvays they detcrnine to facilitate the process.

be Each insurer would determine the amount of comunity ratcd
premiuns it requires, adjusted by rules established withir the
consortium, to cover the risks enrolled and cost variations by
area, so that no advantage would accrue fram enrolling ;o0od
risks or disadvantage from enrolling poor risks. The same pre-
mium would be paid by the consortium to each insurer for a
given level of risk enrolled. An insurer other than an Hi
vith benefits costs over a period of time below those cxpected
would be assumed to have had the superior rcsults because of
undetected selection advantages, unless it provided acceptable
evidence that {ts superior results derived from cost eflcctive
provision of services, in which case the insurer would Le per-
mitted to retain the difference or to portion it out as added
benefits or dividends to subscribers.

€e The insurers would receive from the consortia payments from
time to time during the year on & preliminary basis to provide

the required cash flow and a final settlement with the consortia
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would be made at the close of the yesar, using schedules and
procedures estabiished by the comsortia.
d. Each insurer would set aside a reserve from premiums re-
ceived from which a redistribution of funds among insurcrs may
be made in the event incone received were found, under proce-
durcs developed by the insurers and approved by the Board, not
to be proportionate to the risks covered by the insurers.
8e The Defensc Depariment, acting for members of the armed
forces and their dependents, would receive and retain all
prenium income paid by such persons and would receive additional,
appropriated funds to pay the costs of the covcred services of
these nembers. lio funds received by the Defense Department
would be subject to redistribu%ion to other consortia, and no
funds received by other consortia could be redistributed to
persons for wvhon the Defense Department acted as insurer.
te Ph!lmu?ropic contributions and State and local govermment
supplemental paynents.

le Such funds could be used to supplement financing provided by

NHI, but no additional payments would be made by NHI to pay ccsts of

services that might be added by the use of such funds, unless they

were approved in the planning and budgeting processes.

2, Any capital investment or services changes made with such funds

would be subject to planning approval.



vi.

172

Nealth Care Improvement
A. In consultation with the President’s Commission on the
Health of Americans, the National Board will establish
national objectives for lecalth Care Inprovement for guldance
of the Health Care laprovement Planning process, the Annual
NHI Budgeting process, and other activities under this Act,
B. The Health Care Improvement Plan
1o The National Board will prepare and annually update
a five yesr Health Care Improvement Plan describing
a. The nation's needs with regard to the acces-
sibility, quality, and costs of hul;h care;
l;. The effect to date of the implementation of
provn‘tom of this Act on these nceds;
Ce Strategies for meeting these mct.lu in the
future through provisions of this Act.
2. The plan would define such projected needs as:
s, Shifte in geographic distri-ition of hospital,
nursing home, and other facilities and services
through closure, conversion, or expansion;
be Shifts in geographic and specialty distribu-
tion of professional providers;
€s Growth in enrollment and number of cost effec-
tive alternative delivery systems; .
d. Reductions in use of outmoded or duplicative

medical tests or procedures;
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e. Conformence of providers to certification
requirements of the Program through budgeted reim-
bursement or grants from the WRD Fund;

fo Other factors or specisl population eaphascs
as the National Board may require.

The Plan vill analyze past effects and project

future effects. on meeting national and state health care

needs of the implcmentation of provisions of this Act,

providing for:

47-1470-719 - 12

ae The Annual National Health Insurance Budget by
category of service, vith national and state licats
on expenditurcs;

be Competitive marketing through WMOs and other
innovative delivery systems of programs of enhanced
benefite or premium rebates st the community rate;
Cce Negotiated prospective budgeting;

d. Negotisted fee schedules;

ee PSRO veview of all health services covered by
the Act;

f. Health Care Resources Distribution Fund grants
and contracts;

8e Activities of state governments in preparing
and implementing the Hesalth Care Improvement Plan;
he Such other provisions of the Act as the

National Board considers appropriate.
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&, The plan would describe how standards and guideliacs
tssued by the Lational Board (or proposed to be issund) in-
plencating the provisions of thie Act are desigacd to
facilitate meeting the defincd necds,

S. The national plan will be bascd on Stute Fise Ycar Plans
for Care Inmprovemcnt which the llational Boird will request to
be preparcd and updaied annually by the Governor of the

State. This State Plan for Health Carc Isprovencat w:ll ine
clude the State health plan preparcd under Title XV of the

PUS Act, other state planning activitics required by the PHS
Act, and Comnunity tiental Health Centers Act, snd such addi-
tional satate activities as the governor may determinc.

6. The State Plans will describe the states' projected necds
with rcgard to the accessibility, quality, and cost of care to
the greatcst degree of specificity possible, and what speciflic
actions the state govcrnment plans to take to fill thcse needs.
7e The State Plan would be based on standards and guidclines
(including projected overall budget constraints for each statc)
promulzated by the National Board, and all health related plans
formerly submittcd to the Secretary or Assistant Secretary for
Health, DILY, pursuant to the PHS and QUIC acts would hence-
forth be subiitted to th:e State Board, along vith the State
Healih Care Itprovemcnt Plane

8. The State Board will make grants up to the level of the
state's allocation fram the Health Resources Distribution
Fund, described in this part, with thc guidance of this plan,

and will deviate from the plan only aftcr consultation with
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the Governor of the stats and only upoa revievw and approval of
the National Board.
9. The State Board, in preparing its Annual IHI Budjet fou
the state (as described above) will assume changes in rcsource
availability and other factors proposed in the plan,
10, The State Board, in its negotiations with providers con-
cerning budgets, fece schcdules, and other reimbursenent
policies described in Part VII, will not approve '
as Provider budgets that include services, training, or
accunulation of assets for capital expenditures that ares
inconsistent with the plan;
or
be Fee.schedules that are incontistent with the mane
power redistribution goals of the state as described in
the plan; issues of consistency would be subject to the
reviev and decision of thc Hational Board.
Health Resources Distribution
1. A national fund will be authorized from general revenucs
at & level of $500 million for the first year of benefits, and
at commensurate levels for each of the next five years.
2. The national fund would include
as Amounts rcquested by the National Board and appro-
priated by Congress to augment funding for such cxisting
DHEW programs as are transferred into the jurisdiction of
the National Health Board according to criteria in
Part 1IV.
b. An amount.to be allocated for award by the liational

Board based on Health Care Improvement
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Flans sad Annual NHT Audqgets, and on tYe prcparedness
of Statcs te use the fundn to achieve the purposes of
this Act -- except that nc state shall receive less

than cne-half a pro rata ;hare, tased on population.

3. The HRUF way be used by the Natio.al Board and the State
Boards to award contracts and jrasts for purposes described
in this Act, or the authorizing legislation for progrems
transfcrred to the liational Health Agency fram the PHS or
other agencics, including: '
as Conversion or closure of underutilized facilities;
bs Start up of nceded scrvices in health manpower
shortage areas;
ce Renovations to cnablc providers to meet some speci-
fic requirorents relating to safety or other factors
judged critical by the llational Board;
d. Stimulation and support of HMOs and other cost
effective delivery systems;
e, Establishment or phaizing out of health professional
education prograns according to projected necds for nan-
power in various specialties and professions.
f. Start up programs of continuing educational and proe
fessional developnent through PSROs or other private
agencies on state of the art in clinical practice and
areas of possible improvement in current practice
patterns;
8¢ Such other purposcs appropriate to improving the

quality, accessibility, or other objectives for health
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care mder this Act.
D, [Nealth Statistics, Nealth Services Rescarch, and Technology
Evaluation,
1; There would be established under the National Health
Board a National Institutes of Health Care Research, These
institutes would replace the existing DHEW Office of Health
Technology, and include research {nstitutes for Health Sta-
tistice, Health Services Research, and Technology Evaluation,
Thess institutes would have the functions described in
Pl. 96-623 for the existing DHEY progrsms in these areas,
and would operate as independent research institutes under
the Board.
2. In additjon to functions establisned by Sec. 306 of Lhe
PRS Act and by P.L, 96-623, the National Center for Health
Statistics would be given authority under the lational Board
for
a., Formulating data policy, regulations, and operation~
al guidelines for establishoent and opsration of data
gathering systems by the agency, that assure a systcoa-
tic flow of information required for
(1) Management of this national health insurance
program by the national agency, such as for budget
information;
(2) Assuring accountability of the program in terms
of ite impact on the cost, access, and quality of
health care and on morbidity and mcrtality.
b. Analysis of data gathered by the agency responsive
to the needs of agency managers, consumers, and health

care providers.
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3. Deta and information systems operated as defincd by the
Center under this Act and under Sec. 306 of the PUS Act should
8. Be based on Uniform Hiniuum Data Scts established by
the Center for Health Care Statistics;
be Include the entirc U.S. population and all health
services (not just those covered by this Act);
c. Promote efficiency and effectiveness in the collec-
tion, proccssing, analysis, and dissemination of
information;
d. Establish and coordinate data gathering activit:cs
by consortis, state and local governnents, and the
national agency, to sinimize duplication;
e. Provide information as defined by the Board to con-
sortia, employers, coinsurers, and providers of care, and
other interested institutions affected by this act to
inform their choices and facilitate their activities
under the Act.
E. Health Education: The State Board will carry out a progranm of
education of all residents concerning health, self care, the cfiece
tive use of the health care system, and their rights and privilcges,
under this Act, including
l. Health living habits and appropriate use of health
resources.
a. Development of material ror distribution through
;edta.
b, Development of curricula suitable for classroom ine

struction at various levels,
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ce Training of professionals to pass oa such information.
2. Appropriate patient participation im care.

as Preparation of training materials.

b, Support for training sites rclated to serious but common

impairments {n which patient activities play an important

role.

ce Training of professionals.
Special Stuydies and Demonstrations
1. The Board shall make, on & continuing basis after the effective
dste of health benefits, a study and evaluation of the operation of
this title in all fte aspects, including study and evaluation of the
adequacy and quality of services furnished \.;ndet the title, analysis
of the cost of ur.h'ku\d of service , and evaluation of the efiec-
tive:.ess of neasures to restrain the costs, and to conduct any
specific studies it may consider necessary or promising for the
evaluation or improvement of the operation.
2. The Board, through the work of Cammissions and other mcans,
shall specifically study and evaluate the effccts of this Act on
residual medicaid programs in States, including the comprehensive-
ness, accessibility, and quality of services to medicaid eligibles
in the states, study means for improving thesc residual state medi-
caid prograns for the poor with respect to camprehensiveness,
accessibility, and quality of services, and recarmend legislation,
guidelines for budgeting and for use of Health Resource Distribution
Funds and use of regulations, and grantauthority under this act to
effect these improvements, The Board would subnit to Congress no

later than five yeare after ensctment, its legislative recommenda-

tions in this regard, wvith special emphasis on how to meet the
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long-term c=re service necds,

3. Pursuant to these studies, the Board shall dircct the

Cocmissions as follows:
as The Comission on Benefi:is to study and rccamend lesise
lation or usc of regulatory or granting author:ty under this
Act to change covercd benefits based ca currcent clinical and
other evidence of the cost and effectiveness of various hcaith
services for improving the health of the public. This Comise
sion would ;ive carly and continuing attention to definins or
redefining preventive health, mental health, druzs, vision
care, long term care, home health care, dental coverages, and
other services {or which limitations or exclusions exist uicer
this Act.
be The Camission on Quality to study the quality of health
care provided to the bencficiaries of this Act and recommend
legislation or use of the regulatory or grant authority under
this Act to improve quality. This Commission would zive ecarly
and continuing zttention to national standards for provider
(including BMO) cortification and recertification under this
Act,
¢e The Commission on Access to study the level of services
Neing utilized by various beneficiaries of this Act and recom-
mond legislation, budgeting guidelincs or requirements national
or within states, and use of regulatory or grant authority
under this Act to remove barriers to access and/or create needed
resources for care. This Commiseion would give early and con-

tinulng attention to the problems of rural, elderly, mizrant,
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Amstican Indien, inner city, the disabled, and other spccial
populations, including prisoaers and other imstitutionalizcd
individuals.
de The Commission on llcalth Care Organization to study the
costs and effectivencss ol the various vays delivering health
services are organized for benciiciaries under this Act, and
recomnend legislation or use of rcgulatory or grant authority
under this Act to support and encourage the creation and cx-
pansion of more cost-efective systems by health care provi-
ders and insurers, This Camission would give early and
continuing attention to the relative performance of HMOs and
other .innovative delivery systems.
4. The Board is authorized to develop, and to test and deconstrate
through agreements with providers of services or othcrwise, mctheds
designed to achicve, through additional incentives or in any manner,
izprovenent in the coordination of ser;licel furnished by providers,
ioprovement in the adequacy, quality, or accessibility of services,
ot decrease in their cost; methods of peer revicw and peer control
of the utilization of drugs, laboratory services, and other ser-
vices, and methods of peer revieu of quality., Agreements with
providers for tests or demonstrations may provide for alterratives
nethods of reimbursement in lieu of methods prescribed in Part VII,
5. Programs of personal care services. The NHI Board would be
required to carry out a substantial demonstration program in the
organization, delivery, and financing of personal care services to
the population at risk.
ae The Board shall make grants from che Resource Distribu~

tion Fund to demonstrate and assist in thc development of
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cammunity programs for maintaining in their owm hoacs, b mans
of comprchensive hcalth and persounal care services, pei.ovis
who, by reason of disability or other health-related cau ¢,
would, in the absence of such assistance, require 1apat...at ine
stitutional services or might be expected to require such
institutional services i1n the near future. Initial (fundig
would be at the $1C0 rillion level,

be A grant under this section would be wade o cormwunities to
an eligible applicant which satisiies the Board that the
applicant vill be ablc (1) to develop, rcasonably prumptly,
comprehensive services in accordance with this subpart, aid (2)
to develop non-Federal sources for the financing thercof :-
such extent as the Board finds appropriate in light of ti.c
econonic resources of the community and resources otherw!s:
available to it for this purpose.

ce The Board is authorized to malic grants, for the devclop-
ment and conduct of programs in accordance with this subpart,
to participating public or other nonprofit hospitals or sroup
practice organizations, or to other public or nonprofit
agencies or organizations which the Board finds qualified to
conduct such programs. Each program shall be desigred to scrve
& substantial population, defined in the grant, in cither an
urban or a rural community.

de A grant under this section may be made to pay a part or
all of the estimated cost of a program (including startup cost)
for a period of not more than four ycars, payable in such in-

stallments as the Board may determine, and may provide for

meeting a decreasing share of the cost over the period of *he
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grant. A grant shall be irrevocable cxccpt for nonperformance
by the grantee or violation of the terms of this subpart or of
the grant, or for other cause which would justify the ternina-
tion or rescission of a contract., If it appears during the
period of the grant that the cost of the program will cxceed
the estinatc, the Board may increase prospectively the anount
of the grant,

be
e. The scrvices to/provided shall include, in addition to all
covered health services (other han inpatient institutionzl
services) which may be provided by arrangement with participa-
ting providers, such groups or combinations of services as the
Board decns necessary or cppropriate to enable persons, found
eligible for the services in accordance with subscction b., to
continue to live in their own homes or other noninstitutional
places of residence, The personal care services may include
homenaker and home help services, home maintenance, laundry
services, aeals-on-whcels and other nutrition scrvices, assis-
tance with transportation and shopping, and such other services
as pay be appropriate in particular cases. The Board may pre-
scribe different ranges of scrvices in different prograns,
f. For each program the Board shall prescribe criteria for
the approval of the application for assistance, and such cri-
teria may be different in diffcrent programs, but all programs
shall be required to assure adequate coordination with all
agencies in the community furnishing health or personal care
services to beneficiaries of the program. Each grant shall

require the grantee to establish, or arrange for the services
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of, a camittes to screen applications for assistance under the
program, ia accordance vith the applicable criteria, and a0
assistance shall be given until an application has been anproved
by the committee, The comittec shall also naintain a constant
reviev of utilization of the services provided by the prosran,
and assistance to any person shall be terminated whencver the
camittee finds that he no longer meets the applicable criter:ia,
The composition of the cormittee shall be subjcct to approval by
the Board, and it shall include at least one physician, onc pro-
fessional nurse, one professional social woriier, three represene
tatives of the user of the services, and such other qualified
persons as the Board pay prescribe. .

3 Evalmua.l. Each grant shall require the grantee to csta-
blish procedures for the evaluation of the program, with respect
both to the benefits accruing to persons receiving assistance
and to the fiscal inpact of the program on the health insurance
systam. The Board shall also make its own evaluation of each
progran, and shall include a sumary thercof in its annual

report to Congress.
The Board would include anong the projects and demonstrat.ons

funded cases of applications of the hospice concept in order, as

feasible, to test ways to apply this concept effcctively.

1.

Recammendations to the Congress. Before the end of the fifth

caleraar year after the enactment of this Act, the Bocrd shall traase

=it to tue Congress a comprehensive report on the operation of this

subpart and the Boards' evaluation of such operation, and shall sub-

mit {ts recosmendation of (a) wethods for the development, as widely
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and rapidly as practicable of personal care services in comsuni-
ties lacking programs therefor, or lacking adequate programs, to
the end that such services in lieu of institutional care be made
generally available throughout the United States, and (b) methods
for the continuing financial support of such services; together
wvith the Board's recommendations with respect to the proper role
of the program established by this Act in providing long-term
institutional care and in providing personal care services in lieu
thereof.

8. The Board will also examine the effects of current problems

in malpractice insurance (based on existing studies and additional
studies, if found necessary) on patients, practitioners of health
care, and health care costs and will submit a report to the Congress
vithin two years after enactment, including recommendations for
changes in malpractice laws and changes in this program which will
more effectively protect both providers of health services and

their patients and contain costs of this program.



186

viI. Provider Reimbursement

A. Type of reimbursement by type of provider

1.

2.

3.

4.

Prospective rate, based on approved budgets

a, Hospitals

b, Home health agencies

Ce Community health centers and other forms: of
health centers

d. Skilled nursing facilities (see Part IV for il
financing of reasonable administrative cost of deter-
minations of budget bascd reinbursement of nursing
facilities under residual wedicaid and KHI)

Fee schedules (subject to overall budget limits)

a., Physicians

b. Podiatrists

ces Laboratory services and durable medical equipments
(subject to limits based on lowest costs ior widely
available services)

Other providers as in Medicare.

Capitation for HMOsS Based on rates determined to bHe

reasonable comrunity wide for all persons (except those u.ader

Medicare) covered by NHI with appropriate adjustments for

risks enrolled and area costs. The capitation rate for

Medicare would be based on Medicare experience for all those

under that program, adjusted for the type of risks who are

enrolled in the WO and who are entitled to Medicare

ing HMOs would be paid approved budgeted costs in excess of

normal capitation as part of support for such development,

Uevelop-
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(See aleo Part VI). The payment in excess of capitation
would be from grants from the Health Resources Distribu-
tion Fund. Hospitals used by HMOs would be subjec: to
budget approval,
5o Salary or fee-for-time. For professionals eligible for
fee schedule retmbursement, if the salary or fee-for-time
alternative is not higher, as determined by the Board, in cost
than the fee schedule,
6. Cost of goods provided plus professional fce for drugs
and audiological services, with cost defined as the rcasonable
cost necessary to obtain an adequate product.
7. Special. Authority will be given to the Board to allow,
experimentally or othervise, other methods of payment if use
of the other method is determined to advance program objec-
tives. Such departures may be made for groups, including onc
or more entire States, that request authority to depart, if
the Board determincs these departures meet the objectives.
State budgeting process
1, Sum of total funds to be allowable in a State for all
covered health services would be determined by the formula
described in Part V.,
2. The State approved budget would distribute funds among
various health service components with such leeway for
redistribution by the State as th~ Board may establish.

3. The State fund distribution shall sct aside a
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contingency allowance that the State may use, after
provider budgets and estimated payments on the basis of
fee schedules and other methods are established, for
contingencies unforeseen when the budget's fee sche-
dules and other parameters of payment were approved,
C. Reimburscment by prospective rate based on approved
budgets.
1. Each budget reimbursed provider would subm:t to
the State Agency its proposed budget at such time, pro-
viding such data, in such form, as the Board
shall determine,
a. The dats shall include historical data, a
full budget for the year to be approved, and a two
and five year capital and service change budget
plan.
b. The reports shall cover the total operation
of the provider, as well as identifying the por-
tion proposed to be reimbursed through NHI and how
non-HHI reimbursable costs are to be recovered.
ce The reports shall show data distributed in at
least the following categories.
(1) Operating costs and capital costs
(2) JInpatient and outpatient services
(3) Costs of nursing services by and under
the supervision of a registered nurse
(4) Costs of continuing services and cost

effects of discon.inued and added services



(5) ceer effort .t vyt U ductvaty
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G0 e L . oL wd wraice
ooadtlng .
(. tur. .t
(2r e . Cootaae
2. he State io -0 wn CoeoLie pronused

a. Withia ta: leevoy  pov.ded by Fcard esta-
blished poiicy anc procecare, the State Boara
wiwld neget.ate witn y - (o Losiap repre-
seotatt es « these eploges to pro-.ce hLeslth
services) .:c tudpet review plar. and procedures.
Representatives of pelients and payers wculd be
parties to iL..s negeriat:on and the advice of
representat:ves of . -as "t.a would be evailable

in the proccss.

b. In all cases, the review would be made to
confire conformity ot the two and five year capi-
tal and service change budgets with the current
approved plin of the Health Systems Agency for the
area.

ce The State Boarc would use screens to deter-
wine which budgets may be approved without rfurther
detailed individual rev.ew, as well o¢ what ele-

ments within a budget nay require tarticular
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review. FParametris used AN sCrecniny

shall be set in sccordance with National Boe+d policy,

Screens may be of various forss, such as

(1) Rate of increase year-to-year
(a) Total budget
(b) Average inpatient cost per admis-
sion
(c) Average inpatient cost per day
(2) Absolute levels of costs by type of
hospital
(a) Average inpatient cost per admis-
sion
(b) Average inpatient cost per day
(c) Average cost per outpatient visit
(d) Educational cost per student by
type of student
(3) Cost ratios by type of hospital (general-
ly expected to be used to help develop speci-
fics of review, rather than whather a review
should be conducted)
(&) Administrative costs to total
(b) Ccst of various services - nursing
services by and under the supervision of
a registered nurse, drugs, meals, etc. -
to total and costs of the services per
day, per admission, or other unit as

appropriate
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de The State Board would conduct, ia accordance
wvith Board policy and procedures, detatled review
of sams or all aspects of the budgets of hospitals
which fail one or more of the screens or that fall
into a random sample quality control check of all
budgets that would provide assurance that defects
undetected by the screens were not occurring.
(1) This function may be delegated in whole
or in part to another body with the approval
of the Board.
(2) Quality and access issues shall be taken
into account in this review, as well as
effectiveness of the use of services; PSRO and
JCAR findings would be considered.
ee Uhare a particular function ie found to have
costs that do not appesr to be approvable, the
provider would be inforwmed and given opportunity
for comment. Budget reductions made that would
cover costs only if methods of operations were
modified would be scheduled in accordance vith the
tine the State Board finds reasonable for the
provider to take corrective action.
fo The State Board would have the final authorie
ty (subject to reconsideration, appeal, and court

review) for approval of the provider budgets.
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(1) The budget approval would estsblish the
amount

total/reimbursable to the provider under NHI,
subject to adjustment for variations in use
from predicted levels and may sstablish maxi-
mm levels for subparts of the budget subject
to transfers, within specified limits, by the
hospital among the subparts,
(2) The State agency would receive a recome
mendation for the provider budget arrived at
by negotiation between & committee of con-
sumers with the provider who may be assisted
by an association of providers or others.
The interests of persons employed oy the pro-
vider would be represeated by persons noui-
noted by organizations of such workers.
Srate agency and consortia repiesentatives
would be availzble as technical adviser« .
the course ot tite negoriaticas. i the ot
that no reconerendatiog 14 1eceived Lmel s,
the State bea il yould procerd oa 1ic G,
() Uhe approval wold take accouvnt ot

(&) Budzer I:mits :npused by (anric .a

aad the Board

(b) The HSA plau (or the rea

(c) Demorraphic factors

(d) Expected rate of inflation of .osts

BEST COPY AVAILABLE
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(e) Effect of approved capital and service

mdification plans

(f) Effects of acceptable wage increases

(g) Efficiency objectives for the hospital

based on inter-hospital comparisons, taking

account, as feasible, of paticnt ris, as well

as other pertinent factors.

6, The hospital would submit a reconciliation of cxperience

during the year with approved budgets for thc year and dit-

ferences would be reflected in the budjet for the subscquent

year to the degree appropriatc. Cxpenditures {or purposcs

that wcre not previously approved may not be reimbursed

unless and to the degreec approved after the fact.

7. Definition of costs includable in budget. Reasonable

costs of serviccs generally provided by hospitals. Spec:{ic

provisions include:
a. Payments to physicians under contract with a2 hozpi-
tal or other provider involved, and to all radiologis:s
and patholog:sts providing service to hospital pat:ents
and all physicians serving patients of a mental hospital
would be included in the hospital budget. Payren.s to
other specialists may be added to hospital (or other
provider) budgets by the determination of the Board
that a large enough porticn of such wori: is done under
hospital (or otner provider) contracts to mer:t such
inclusion. Payments for the services of such physicians
would be required to te reasonable in relation to the

costs of employing such scrvices on a salaried bas:s and
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above that which would be paid on a fee-for-service
basis.
b. The budget and/or contingency fund payment would allow
in full the cost of total wage and fringe benefit payments
for non-supervisory employees, unless the Secretary of
Labor finds, after a hearing in accordance with regulation
adopted by the Secretary, that such wages and fringe
benefit rates are substantially at variance with those
rates which prevail, as determined by the Secretary. for
services of comparable hospital employees in the locality.
Where a collective-bargaining agreement or other
negotiation process covers any such hospital employees,
such budget and contingency fund payments shall be in
accordance vith the rates for such esployees provided
for an such agreemcnt or process, including prospectiv?
wege 1ncreases provided for in such agreement as a result
of arm's-length negotiations.
In no case shall wvages be lower than the minimux
wage specified under Section 206(a)(l) ot Title 2a of
the U. S. Code.
C. The term “supervisor” means an ind:vidual having
authority in the interest of an employer to hire, direct,
assign, pramote, reward, transfer, furlough, layoff,
recall, suspend, disciplire, or remove employees; to adjust
employee grievances or to recc.mend such action 1if the
authority 1s not merely routine or clerical in nature.
The term “supervisor” applies only to individuals who devote
a majyor portion of their employment time to exercisina

such authority.
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4. Cost of sezvices provided to perscas mot covered

by M1 fotuh--out&nn-'-;thwbym
provider from those persons are includable in budgeted
costs tveimbursable through MHI,

ee Depreciation costs would not be includable in the
budget, but principal payments on debts incurred before
NHI was enacted and costs of small capital items would
be includable, as would costs of new major capital ex-
penditures in & lump sun or in the form of anortiszation
payments for debts, but only to the extent approvec
through the planaing process. The costs of institutional
closings and cutbacks, including the reasonable costs of
easing personnel dislocations arising fron such closings
and cutbacks, would be includable as covered costs.

f. Profit payable to investor-owned inpatient facil{-
ties would be allowed as under Medicare Budgets would
also allow for maintaining working capital and reasonable
reserves for contingencies in other inpatient facil.ties.
Profit for other than inpatient facilities reinburscd oa
a budget basis would follow the policy in the Medicare
renal dialysis facility provisions which provide for
incentive reimburscment methods.

The capital elenents of the budget and the operating

costs that would follow from capital and service changes would

be reviewed and approved in coordination with planning program

approvals, subject to limits on totals established in the NHI

national budget linits and distributions of these totals nade

by the Congress or the Board.

a. The linits for capital expenditures would be permit-

ted to be excecded in the case of hosepitals which
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expended less than the bud;ct allowed for operating cx-
penscs. The hospital could retain one-half the diflercnce
and allowved to use this diffcrence for capital c\priul -
tures approved by the planning program.
b. Planning approvils for purposes of the provide:
budget would take account of
(1) The needs of the arca
(2) The cost effectiveness of the proposcd ch:-
(J) The change ir costs that would rcsult in tnry
the long and short tern, with long tern increas.-.
the pest
planncd to be held in line wath/three year aver. ~
GNP growth ratcs
(4) The cooparative results ot mak:ng the rro.-: 4
change at alternative sites and i1n alternctive .ivs
(5) Policy restrictions on the diffusion of the
services involved
(6) Recommendations and advice provided vy the iHui's
9. The National Board would establish uniform data report:.g
requirenents to underlie the provider budget approval proces..
Data obtained through these requirepents would be disclosable
to the public, and Board would issue released to inform the
public of its findings of their contents.
10. Payment would be made by insurers on the basis of esti-
mates of the proportion of resources used, on an inter:n
monthly or more frequent basis throughout the year, with 1::a4l
settiement after the year closes. The basis of apportiom.ent
of provider costs by insurer would be established by the

National Board, Whatever nethod is used would be designed to
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produce the budgeted revenues for the provider, with a
limited amount of data furnished by the hospital oa a paticnt-
by-patient basis in order to minikize individual billing and
the resultant administrative costs, but distributcd rcasona-
bly annnp insurers In eccor.sncc with the scrvices rendered Lo
the insured persons. The ilational Board may establish a .un-
gle rcthod f apportionment for a class of provaders or ray
ptovide two or note pethods tuat may be used for a clazs. The
choices that “ay be rauc by tae Staile Board as the methods of
apportiomnent would cunsiut of
a. Prices or lunp sum paynents to be made tor clauscs,
ar e, Wieat for specaific coaditions/dianones, wnth Luca
irices, payrenls, u.d Jlasses or treaumcnts ceicrnined oY
the State Bauiids urd 1 methods confcrmi iy 1O requircreats
of the Nat.oual Boaid.
be Helative value: of sciv.ces u.ed s est.rated vy if
dices cstablished by the hatioual Board.
Ce Aumissions, jai it days, d.oa,noscs, and other fuc-
tors tuuad pertinent by the hativnal Board. The aprore
tioncent (or payment 1a.¢) tay be adjusted durang the
ycar to coaiorm Lo the bSul et and difierences from the
budict ruy be refle. (g :n udjustnenls to ensuing vca:cs,
de  ouil VLU talud . methuls w. the Kat.onal Boua-d
sy ¢ Ceeeiliene
11. The latinal o4 4 weuld hive the wathem "y 0 allew
States to depart fruwa L.e non. 1 Lidget reinvursement prowcss
if the Bourd fine. hiei o0 ea, 2f wnt diia 30 Lllccnative

appruach would be in the 1ateiese f the aHl pregiaa.

-
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12. Before the first year benefits were payable, the entire
process would go through as complete & dry run and as soon as
ie feasible, vith budget decisions from the ¢ry run serving
as guidelines to planners and reimburscrs.
Physician fee schedules
1. Llong tem provision
a. Physician participation would be required for idl
reisbursenent,
(1) The participatine physician would not be per-
nitted to charge any more than the NHI reirbursabdle
amount,.
(2) A nonpart:cipating physician's servicc would not
be rcimbursable by NRI.
(3) A physician could undertaiie to participate at
any time, and once agreeing could not term:nate
participation until he had participated for at least
one ycar.
be The fee schedule levels would be designed to provide
payoent lcvels consistent with thosc provided for in the
budget. (Since the budget for physicians' services
includes both fees and utilization, fee schedules would
be negotisted under estimates of utilization consisteat
with the budset.) Insurers and State Boards would be
directed to rcport to the National Board when payments
appeared to depart from this inteat, State or National
Boards would investigate such occurrences and tale any
necessary corrective actions negotiated with those

{nvolved.

- et
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¢« The original fee schedules would be rationsliszed over
time,

' (1) A national relative velue scale would be devel-
oped to serve as a juideline for modifying schedules.
The criteria for use by the Board in establishing tic
relative value for a service would include:

(a) Timc and cffort;

(b) Difficulty ot performance;

(c) Cost to the provider;

(d) Social desirability of its provis:oa.
(2) A policy on the :;ariation in fee levels to be
pernitted among arcas, taking into account:

(a) Variations in cost of practice;

{b) Variations in non-physician earnings

(¢) Reasonableness of rate of chaage fran

period to period, avoiding rollbacks in fces.
(3) The fce cstablished whecre two or more cate-
gories of personnel -- primary care physician and
specialist, or physician and non-physician, for
exanple -~ way provide a given service of essential-
ly the same quality would be at the level reasonatle
for the lesser cost personnel.
(4) Services would be included or excluced on the
1ist of those reimbursable on the basis of a deter-
aination of the Board with the advice of a camis-
sion on reinbursable medical procedures., New services

would be added as approved.
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(5) Reimbursement for serviccs in vays tiil L arove
health care:
(a) Based on the udv:ce oi the Comiss a.. on
Benefits and Quality, the NHI Board woald:
io Encourage use of or prohat.: rciruursce
ment for specilied ncdical and otiner re-
cedures based on developrents i+ clan. 23l
science and practice.
ii. Establish a list of huch risk, k  h
cost, clective, or overutilized servic=s
vhich can be reinbursed only whex tae pro-
vider meets one or more of tae tolicwi:n
criteria:
(aa) Board-certificd in the rele.ast
medical specialty.
(bb) Supported in his diagnos:s a'.d
treatment by a second opinion or .y
specific objective findinzs.
(cc) An tnstitutiom adequatcly cru.pprd
and staffed according to the terula-
tions by the UNI Board to provide the
service.
(dd) A specislist or institution cro-
viding care to s patient referred to
hiz by a primsry care physician or

through triage.
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(ee) Domonst-ated through stat.=z.c .}
evidence as providing properl: usue
high quality services,
(b) State Boards would be avthor.zea t .-
couraze, and avard HIDF tunds to 1:1::icc,
programs of continuan; education ) ane r-fes
sional developnent through PSROS or ot: ¢ tr.-
vate agencies on state-of-the-art 1a cliaizal
practice and arcas o poss:ble inprover. 1 .a
current practicc nattcras in the Stote ut arra.
as indicated by reinbursement data.
(c) Based on the recammendat.on of a Ps™", a-
insurcr would clininate or recuce pay: e :© or
pro rata basis for specificd scrvices 0 prov.
ders found to abuce or miuse the servi.c-,
after notice that 4 firding of aisapplication
has becn madc.
(6) Every five years, or earlier upon ciil »f the
Board or by petition of one-lourth of particigatins
physicians, negotiations would be reopened on tie
rclative values and fce schedules. 1D the ncgetia-
tion fails to arrive it a concensus, the schedules
would continue without clange, subject to the ncr.l
updating process. Strong evidence for reexacinat: i

at the call of the Board would be considercd to uxist

when the rate of growth in tctal payments t2 ghysic_ans

is found to exceed the raie of arowth in the NP,
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(7) The rationalization steps would be taken after
opportumity for negotiation between payers for care
and physicians. The specialists and primary plyui-
cians taking part ia the negotiation would be noni-
nated by physicians in the category of physicians
involved {n the necgotiation, (For negotiatioa pro-
cess and conposition of negotiating group sece Part
w,)

d. A formula for establishing year to year changcs

would be devcloped by the Board that takes into acceun
(1) Increascs that have occurred in an index of non-
physician earnings and of office coets;
(2) Limiting increases in line with Board pol.cy cn
physician reinbureement, taking account of, anon3
other things, demographic changes and other der.and
factors; and
(3) The nezotiatioas.

e, A provisicn would be made for awards for physicians

to recognize unusual merit among physicians who partici-

pate in the program.

2. 1Initial provision, effective during period before bcne-
fite become payable.
se The Board would establish State or area fee schedules

based upon the average level of charges to Medicare for
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the year of cnactment, after applying the limits imposed by
the Medicare index on allowable year-to-year increascs. The
schedule would be apgiied to
(1) Medicare and medicaid
(2) Private tnsurers, who would be required to pay them
a8 & condition of eligibility to participate 1n iMl.
b, Less than the fee schedule amount would be paid to paysi-
cians whose custonary charge or billed charge was below the
od;gdnlc.
¢e More than the fee schedule amount would be paid to a
physician if a charge highcr than that amount wvas peid to mm
by Hedicare prior to the date the schedule became cifectise,
fis paynent would be the prior reinbursable charze or the fee
schedule anount, whichever was higher, but *his payment would
not be increased under the indexing provisions in l.d. above
until the fee schedule amount rose to that level.
D. A provider of health care services which provides services to en
eligible individual who has not yet enrolled and docs not have 5 health
insurance card would be paid for the services by the insurer with which
the individual later enrolls with the insurer guaranteed reimbursescnt
for back premiums to the last opportunity for enrollment for the individual.
E. keimbursement for services not specifically described in subparts B
and C would be reasonable in relation to that specified in B and C 1rn

amount, policy, and procedure.



vIll.

Miscellamsows Ancndoeats

A.

Changes ia Title XI, Part B, of the 3oci1al Sccuraty Act ve:l..

with the Professional Standards Review Or iamszat.on (PSIC) P raa.

le Remove fraa the 3Sociil Sccurity Act od incorpurate .. um
Mational Health Policy Act, thus applying ihe provi<.on. -
bemefits covercd under -he n.u law,

2. HRave the nro-ran aprly o Title XVIIL and Tatle C1IN o.
Social Sccurity Act, as well a3 to the lat:ional Healch P

3. Substitute “Loard™ for “Sccrctarv" throughout.

&. Previously decidcd policy and actionz to'en tculd szi ¢
changed by the 3oard.

Se Renove h-arirgs function,

6. Provide tiiit the source ot funds will be ~cneral -e o
oodify sec. 1168,

Section 1122 of the Social Sccurity Act would be chen_cd to

to cauanges (elscvhere 10 the bill) to health facitities plannuy,

legislation,

C.

Railrosd Rerirenent Act - nace conforming changes Lo 'aie .ut.

account changes in the nedicare progran.

Prenium paynent credits

lo Existing law which provides for an incape tax deductici. ..°
to onc-half of health insursince premiuns up to a maximum o; .. !
would be repealcd.

2, Existing law #hich permits the apount of health caie :-.._ru o«
premius (not cliincd under the $150 rule) tc counted toward

oedical expcnses for deduction purposes would be repealed,

BEST CCPY AVAILABLE



205

Limitation on Liadility of Beneficlary. A provisiom camparable to

Sec. 1879 of liedicare, vhich linits the liability of beneficiarics for

psyment for noncovered scrvices whem they accopted the services on the

asswuption they ware covered.

r.

Existing employer-employee hoalth benofit plans.

1. No provision of this Act othcr than this section shall affect
or alter any contractual or other nonstatutory obligation of an
employer to pay for or provide health rervices to his prescnt and
forger employecs and their dependents and survivors, or to any of
such persons, or the amount of any obligation for payment (inclu-
ding any amount payable by an caployer for insurance premiums or
into & fund to provide for any such payment) towsid all or any
part of the costs of such services if the effect or slteration
shifts the obligation in any part to such persons.

2. Any contractual or other nonstatutory oblization of the
employer to pay all or part of the cost of the health services
referred to in subsectioa (1) shall continue, and shall apply as
an obligatioa to psy the premiums impesed on his cmployees by this
Act, but the per capita monthly amownt involved in the payment of
such premjums by the enployer om behalf of his employees shall not
exceed the greater of (a) the per capits monthly amount of the
cost to the employer of providing or paying for heslth services
(either through insurance premiums or into a fund) on behalf of
pereons referred to ia swbeection (1), for the nonth prior to the
effective dates of NHI premium payment, or (b) the per capita
sonthly apount of the cost the empleyer would have incurred had
this Act not been enacted.

J. At least for the durstion of any contractual or other nonsta-

47-147 Q-39 - 14
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tutory obligation of sa enployer referred to ia subsection (1), un
employer shall arrangs to pay to eligible employecs, forner employ-
ees, and survivors referrcd to in subsection (1) such asounts of
money by vhich the per capita monthly costs te the employer of pro-
viding or paying for health services referred to ia swbsection (1)
in the month irmediately preceding the effective date of NHI premi-
ua payment exceed the sum of the per capita monthly costs to the
employer of the premiwms, the employer's liability referred to in
subsection (1) of this section, and axy other employer contribu-
tions for hcalth ineuwrance premiuas or health beneiits or services
provided by the ecployer after the effective date of health security
benefits. By agreement between the enployer and his employecs or
their represeatatives, an ermployer may provide other bencfits of

an equivalent nonetary value in liew of such payments.

&, For purposes of subsections (2) and (3), the per capits
amounts and per capita costs for an employer shall be deternined by
dividing the ajgregate amounts and the ajgregate cocts by the
number of eligible employses, former employees, and survivors on the
date as of which the determination is made,

Verious additional conforming and techaical changes in statutes

affected by the plan would be made. (Mo chaiges in any vetcrans

legislation would be mede.)



MAJOR FEATURES OF HEALTH CARE
FOR ALL AMERICANS ACT

Every American—

* |s Automatically Eligible

¢ |s Covered for Broad Health Services

e Pays Premiums Related to Income

* Enrolls With HMO or Other Insurer of His Choice
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LVERY AMERICAN
AUTOMATICALLY EL!Q!BLE
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Covers American Citizens and Resident Legal Aliens *
Extends Medicare to All Aged and All Social Security Disabled

* Special Provisions for Other Aliens in U.S.



COVERAGE FOR
BROAD HEALTH SERVICES

- g“t\.*.

e Unlimited Services:

Hospital Care X-Rays
Physician's Services Ambulance Services
Laboratory Services Medical Equipment

¢ [Includes Preventive Services
* No Cost Sharing

~imited Services

Drugs (For Medicare Only) Nursing Home
Home Health Mental Health Care

Thus
Prevents Flnanc_lpl _Catastropho
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WiV RELAVED "¢ INCORR

A. Wage Related Premiums Paid by Employers —
Emplovee Shares Up to > %

Income Related Premiums — 1/2 Employer Rate Paid by
Individuals with Non-Earned Income Above $2,000

No Individual Pays More Than Value of His Protection

B.

PREMIIUMIS TOTAL.Y SUPPORT NQiv-MEDILAR:,
NCGN-YWELFARE POPULATION

Trenvumis for SSI Recipients from Federal Governmient Equa! to Costs

‘e

2 rukns for AFDC Recipi:os from Siate Governments Equei to Costs

012
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* Everyone Eligible for Choice of HVIO or Other Insurer

Non-Medicare —HMO or Private Insurer
Medicare—HMO or Normal Medicare

e Open Enroliment Period Available Every Year

e Additional Benefits or Cash Rebate for Enrollees of

Efficient Insurer

112



FLOW OF FUNDS

Welfare
State and Federal

Nonwage Employers

|

Consortia
v

income-Related

Subscribers

Premiums

Insurers

¥

Dividends

Risk-Related

> Premiums

Providers
¥

Reimbursement

4t4
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M YRANSLATION OF INCOME-RELATED TO

RISK-RELATED INSURANCE PREMIUMS

-

¢ Income Related and Experience Rateu (for Needy) Premiums Paid
to Fund

e Insurers Determine Nature of Risks Insured
Personal Characteristics
Area Costs

e Agents of Insurers (Consortia) Distribute Income Related Premiums
to Insurers As Risk-Related Premiums

4 (4



HEALTH SYSTEM FEATURES

Sets Strong Cost Controls & Incentives
Builds on Existing Private & Government Systems
Improves Access to and Quality of Care
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~OST CONTROLS AND iINCENTIVES

Competition Among Insurers and Providers

—Incentives to Enrollees To Join HMO's and Other Effective Arrangements

Budgeting

—Overall iIncrease Rate Limited by Formula to GNP Increases
—Statie Budget increase Allocation by Formula —

More to Low Cost States, Less to High Cost States
—State Cost Control Incentives

AFDC Premium Rate Based on Cost

State Premium Varies With Over or Under Cost

Nogotlatod Rates Between Providers and

—Employers and Employees
—insurers
—State Agency

Reformed Reimbursement and Benefit Structure

—Fee Schedules
—Approved Hospital Budgets

. —Exclusion of Unproven and Non-Essential Services

] ¢4



INCENTIVES IN THE PLAN

FOR—

Individual Empioyees —

To Choose Plan Which Has Rebate or Better Benefits

Labor and Management— To Influence Provider Negotiation and State Budgets

Insurers —

Providers —

to Keep Premium Rates Down

To Incur Costs Less Than Premium by Efficient
Operations, Special Reimbursement or Provider
Arrangments

To Come in Under Budgeted Amount, or Discount To Do
Business

912



BUILDS ON EXISTING PROGRAMS

Operates Primarily Through Reformed Private Insurance

—Underwriting — Determining Insurance Company Premiums

—Marketing

—Claims Processing —Paying Providers

—Follows Government Policies on Benefits, Marketing, and Reimbursement

Reforms and Expands Medicare

Gives States Functions

Rate Setting —Monitoring Fee Negotiations
Planning

Provider Qualifications

Manage Residual Medicaid

L1z



IMPROVED ACCESS
AND QUALITY OF CARE

Budget Allocations Address Maldistributions of Resources

Health Resources Distribution Fund Helps Finance Capital
Redistribution

Existing Resource Support Programs Merged and Coordinated
PSRO Program Applied to All Care

812
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SIMMMARY OF COST ESTINATES FY 1983¢
‘;I ¥I1ITeas of 198V ﬁllanl

I. Total speading for services covered by the plaa:

Preseat Law Keanedy Plaa Difference
$171.4 $211.4 $40.0

I1.  Tota] um buuget tederal cosy:

Present Law Kennedy Plan Differeuce
$51.0 $79.6 «$28.6

1I1. Tota) non-fede al cost:

Pre~tul Law \enncdy Plan Diffeience
1120.4 $131 0 *$11.4

Actuary estimates an employer/employee premium of 7 8%, de;cniing
upua the success of cost containaent piograms.

*All est.mates picpared by Gordon Trapnell of Actuarial Research Corp.

CRUSSOVER FOINTe®

The crossover point 1s the year in which, under this plan, the
Mation spends less om heaith care than if it enacts no legislation.

Crossover -- four years after passage.

In 1988, for example, the Natiom would spend $38 billion less
than if no law is enacted.

**Figures preapred by Professor Isidore Falk, Professor Emeritus,
Yale School of Medicine.
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SATIONAL SMRMDING NDSR PRSSENT LAY IN ¥Y 190) FOR SEEVICRS TWAR WILL B8 COVENED BY

mdlﬂm!

k
k

Total 0.2 .8 s.2 a2 s.0 1.8
Private Peymests ©.9 452 2.8 .. 41 2.7
Paid Owt of Pocket 7.0 21.6 1.1 .4 3.7
Private Imswrance 33.0 22.7 1.2 .2 .4 9.2
Other Privats Paymsnts -9 -9 -2 . . .8
Goveinmeat Mequired lasuranes 1.1 4.6 . Q * 1.3
e di care 2.9 .2
Ratiomel Wealth Plam
Workases Compsnsstion 1.7 2.1 . . 1.1
Pedecal Taspayers ws  pa Lo 4 & LS
Wedicare 26.3 7.6 .2 1.0
Medicaid/SSI Beneficiary Coets 4.2 3.3 4 B3 .4 .4
Eaploymsat Subsidies
redaral racilities & Gramts 4.0 2.4 -4 . 2 1
State and local Taxpayers 41 3.4 12 ¢ 3 3
nedicaid/APDC acipient Cests 33 2.6 ¥ . 3 ¥
State or Local Pacilitiee .8 .8 1.4 . . .
& Gramts
Bed Debts snd Umbilled Services” 2.9 5.9 3 . B

R K-

gk

Assumss passage during i979 of Adaiaistratiom sospital Cost Comirol Proposal.
Includes services Covered by Part A of Medicare and hospital based physiciam
Services, except those provaded by Psychistric Pacilities.
Includes services covered by Part B of Nedicare, except hospital based physician
ad peychiatric facility services.
Includes services ia peyochistric facilities that are covered by proposal.
Services for childrea only.
Limited tc & formulary for chromic camditions.

ssxvices for vhich a wvalid bill is presented to a patient but is
lled sexviges are thoss for which a provider mozmally charges but
aot billed for soms patiemts.
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WATIONAL SPEMDING UNDER PRESENT LAN IN FY 190) FOR SEINICES THAT WILL B8 COVRISD BY

— R P o i
ot 2 pas oV meea¥ rovecY oo ams.

Total ] 1 12 (] 8 L e

Private Faymeats s.9 6.9 -3 2.3 23 1.1
Paid Owt of Pocket 3 37 3 20 8.2
Pravets Insurance 3.4 3.0 .2 .3 3.4 9.}
Other Privets Puymsats .3 .2 .1 .6

Governsant Soquired Insursnes . %_} . ¢ K] 3.8
Medicare . . .2 3.7
National Weelth Plam
Yorkzene Cospensation -4 .2 . . .3 N

Pederal Taxpayers i8.6 8.1 3 23 Ll ».0
medacare €3 R 2 e ¥O
Medicaid/581 Beasticiary Costs 1.3 .9 .1 .3 .1 1.7
Dnploymsat Subsidies
Prederal Pacilities & Gramts 1.0 2 L4 g 1.2

Stute and Local Taxpayers 1.2 .8 (] 2 1 2.1
redicald/AroC macipieat Cpets 1.0 .7 .1 .2 .1 2.1
3tute of lLocal Pacilities .2 .l ) 4 . .6

¢ Grants
Bed Dedts amd Unbilled -u-vuuy 1.7 1.3 1 .1 3.2

Assumes pasesage during 1979 of Mumisistration Nospital Cost Cantyol Proposal.
Includes Services Cowesed by Part A of Nedicare and hospital besed physicien
Services, encapt those provided by Peychiatric Pacilities.

iacludes services covered by Part B of Medicare, emcept hospital Desed physiciam
and peychiatric facility ssrvices.
mxmmhmmmmmmamnm
Sexvices for childrea omly.

Linited to & formmlary fog chromic conditions.

Bad debts are ssrvices for which & valid hill is presented to & petient but is
not paid, wabilled sexvices are those for which & previder sormally charges but
are net hilled for some petients.

L N

R
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WATIONAL SPENOING UMDER PSSSENT LAN IN PY 1903 FOR SEINICES TWAT WILL B8 COVRISD 3%
%-msu.x.-m
of 1900 Dellave)

it 2V parc 0V mara? rooveecY pruse’’ aams. Total

Total %.3 19.1 1.2 [] . 41 6.3
Private Paywents 5.9 6.9 =S 2.3 2.5 1s.)
Pard Out of Pockst 2 33 3 0 8.2
PrAvate Iasurance 3.6 3.0 .2 .3 2.4 9.3
Other Privats Paymsats .3 .2 .1 .6
Governmat Required lasurance -4 .1 . o 4 3.8
nedicare . 2.9 . 2.7
Bational Nsalth Plam
Wockmens Compensation q -2 . .2 N
Pederal Taxpayers 8.6 8.7 e 23 1.1 ».0
Medicare 26.3 1.6 .2 1.0 38.1
Medicaid/SS1 Beneficiary Costs 1.3 .9 1 .3 .1 2.7
Employmsat Subsidies
Feldersl Facilities & Gramts 1.0 2 . . 1.2
Stite and local Taxpayers 1.2 -8 -4 -2 21 2.7
nedicald/AFDC Mecipient Costs 1.0 .7 .1 .2 .1 2.1
stute of Local Fecilitiee .2 .1 .3 . . .6
¢ Greats
Bad Debts and Unbilled services¥ 1.7 1.3 -1 -1 3.2
*  Assumes passage during 1979 of Muminiscration Hospital Cost Control Praposal.
1/ Iacludes services covered by Part A of Medicare snd hospital based physician
Services, except those provaded by Peychistric Pecilities.
2/ 1ncludes services covered by Part B of Medicare, smoep* hospital based physiciram

and psychiatric facility ssrvices.

Includes services im peychiatric facilities that are covered by proposal.
Services for childrea amly.

Limited to & formulary fog chronic canditiomns.

Bad debts are services for wvhich a valid bill 18 presented to & patient but is
not paid, umbilled services are thoss foxr which & providez normally charges but
are not billed for some petieats.

ek



223

WATIONAL SPEMDING LMDER KESREEOU PLAD IM FT 1983 FOR SEWICES COVEND B8 BL* -
MED N b. 1. EEEFICIAMIES

1900
pars 2 pacs 0V masal 7/ prames¥ pomeV mmia. Tl

Total Nns 4. 1e e .6 &9
Pravete Paymsats

Paid Ot of Pockst

Private Insurance

Other Privets Peywsats
Governmat Mequired Insuraace -4 2.8 ) 3.6

Nedicare 2.6 .2 b

Bationsl Bealth Plam

Workmeas Compensetion .4 .2 . . .2 .8
Pederal Taxpayers 3.1 21.6 1.8 2.8 2.0 %.)

Medicare xe a8 1. 38 10 &

Medicaid/S8! Beneficiary Costa

Caployssat Subsidies

Pederal Pacilities & Grasts 3 .1 .4

State and local Tawpayers
Madicald/APDC Becipisnt Cests
State o local Pecilities

6 Gramts

¢ .s.umes passage during 1979 of Administration Mospit.l Coet Conirol Proposal.

1/ nciudes services Covered by Pert A of Medicare and hospital based physician
>ervices, except thows provided by Psychiatric Pacilities.

2/ inciudes services covered by Past B of Medicare, except hospital based physician

and psychiatric facility services.

‘ncludes services in psychistric facilities that are covered by proposal.
Services for childrer aaly.

lamited to & formulary for chronic conditioms.

KR
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RATICHAL SPRMDING (NDER PONSENT Law IR FY 1903 FOR SEIVICHS THAT WILL AR COVENED WV
~ APDC/061 BEEWICIAAINS

B o seians)
s 2 part B el rovetY sV amia. a
3 3 18

s 22 2 2

. . . . 1.3
> B . : |
.1 . .3 N 3
e [ ] [ )

Totad

Privets Peyusats

Paid Out of Pechet
Privers Insursnoe
Othey Privets Peguasts

wlw
o

° @ ¢ |
vide |

Governmmt Noguired Insucanes "y o o
sdicare
Naticnal Bsalth Plas
Wocrkueas Csspenssticn

Podezal Tanpayers
wdicare
Nedicard/SS1 Bemeticiary Costs
Baploymant Subsidies
Pederal Pecilitiss & Graats

B .

12 B
13 1 a 1 2 s

c Tl .
-
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State and local Tawpayers
nedi cal@/AFOC Jecipient Coests 1
State o¢ local Pacilities

¢ Grante

|
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-]
L
-
e
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Bad Dsdts and nbilled lu'vhuy .1 .1 . . . .2

Assumes passege during 1979 of Admisistration Nospital Oost Camtrol Propossl.
Includes Sesvices Oovered by Part A of Nedicare and hospital based physiciam
Services, emcept those provided by Peychistrie Pusilities.

Includes sezvices cowersd Wy Part B of Wadicare, emoagt hospital desed physiciam
ad peychiatric facility ssrvices.

Includes services in peychistric facilities thet are cowered bWy peoposal.
Sexrvices for childzem aaly.

Limited to & formmlary for chromic comditions.

Sad dabts are servioces for which a valid bill is preseated to a patiesmt but is
a0t paid, wmbilled sesvices are those for which a prevides aesmally charges but
are ast billed for some petients.

Ry ® K-
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WATIONAL SPEN:.ING UMDER KINREEDU PLAS IE §Y 1963 FOR SERWICES COVEMD B¥ BILL® -

tota) FX SRS R S N B |

Pzivats Fagmeats

Paid Out of Pocket
Privets Insurance
Other Privets doyummts

Governmnt Moguired Insurenes
edicare
National Esalth Plam
Vorkmene Cospensation

Pedezal Tazpayers K]
Medicare
Wedacald/3s] Bensficiary Costs -6
Buploymant Subsidies
Pederal Pacilities & Gramts ¢

o
Ld
.
(]
.
|~
|a
e

.1 .2 .2 .2

»o

-

State and local Taspayers 33 6 3 * 3 3
nedicald/APDC Becipisat Casts 33 P 3 . 3 .
Statc o local Facilities

& Graate

Assums passage duzing 1979 of Maiaistration Nospital Cost Control Pruposal.
Includes services Covered by Pert A of Medicare and hospital besed physiciam
Services, except those provided by Peychistric Pecilities.

Includes sexvices covered by Part B of Medicare, smoapt hospital besed physiciam
wd peychiatric facility sexvices.

Includes services in pesychiatric facilities that are cowered by proposal.
Services for childres omly.

Linited to a formulary for chromic canditioms.

RK-

wgelg



226

e o it

oY no V ¥ rove e e

Total a3 we 3 8 )2 3
Private Paymmats 5 ] .9 i 8 1.8 .0
rad ou,:'t.m “:‘i‘ 17.7 . K 14
Pzivete laseramce 29.3 19.8 1.0 .2 .1 6.6
Other Privete Pegumats -6 -7 -2 -4
Governmat Jeguired Iaswrsmce 1.3 1 -2
edicare
Bational Nsslth Plan
Workasns Compeasation 1.3 1.8 -9
Pederal Taxpayers 4.2 33 5 i 2 2
Medicare
Medicard/$61 Beneficiary Costs 1.2 1.1 2 -1
Eaployssat Subsidies
Pedezal Pacilities & Gramts 3.0 2.2 -4 4 .3 .1
State and Locsl Taxpayers 13 LS 1Ll ¢ By
Nedicaid/APDC Recipient Costs .9 ® B ¢ 3
State or local Pacilities -6 ? 1.0 *
¢ Gzants
Bed Debts and Unbilled services® 1.1 R 2
¢ Assumes pessage during 1979 of Maiaistzation Nospital Cest Coetrol Proposal.
1/ Iacludes services covered by Part A of Wedicare and hospital dased physiciam
Services, except those provided by Peychistric Pecilities.
2/ Includes sexvices covered by Pert B of Medicare, escapt hospital besed physicias
and psychiatric facility servioes.
3/ Includes services ia psychistric facilities thet are covered by ~woposal.
4/ Services for childrea amly.
5/ Limited to a formulary for chromic comditioms.
6/ Bad dabts are sexvices for which & valid bill is pressated to & patieat bwt is

aot paid, wabilled sexvices are those for which & provider aocmally charges but
are not billed for soms patieats.
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MATIONAL SPENDING (MUCR XFWMEDY PLAB IN PY 198\ R@ SERVICIS CWeasD oF RLILS
OTHER POPULATION

(Billions of 1980 Dollars)

rare 8 papn 8 sencal¥ pryvencd pews” pesue

Total Q.8 64 R 2.0 ) 1.8
Private Payments

Paid Out of Pocket

Private Insuramce

Other Pravats Payssnts
Government Mequired lnsuramce 39.3 63.1 &2 1.9 2.2 10.7

Medicare

National Mealth Plan 1.0 6.} €2 1.9 2.2 9.8

Workassas Coagensation 1.3 1.8 d .9
Tederal Taspayers L5 43 . ey 2y LI §

Medicare

Medicard/SS! Beneficrary Coats

Eaployment Subsidies &/ 2.9 3.8 .3 -1 .1 B

2.0 .5 3

Federal Facilities & Grants

State and local Taxpayers
Medicard/AFDC Mecipient Costs
State or local Facalaties

& Grants

Assuses passage durang 1979 of Administration Hospital Cost Control Propousl.
Includes services covered Ly Part A of Medicars and hospital based physician
Services, except those provided by Psychiatric Pacilities.

Includes services covered by Part B of Medicare, except hospital based physicien
and psychaatrac facility services.

Includes services in psychiatric tacilities that are cowered by proposal.
Services for children only.

Limited to & formulary for chronic canditions.

Assuces lazger esployment subsidy than specified in ML,
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Description of "Health Care for All Americans” Plan

Part I -- Statement of Purpose

Part I lists briefly the basic purposes of the legisla-
tion: miking comprehensive health benefits available by
applying social insurance principles to a private health insur-
ance system; providing co-prehensiye benefits to all without
considerstion of means; containing health care cost increases
to the rise in the GNP; distributing health care costs
equitably, with the share borne by Federal and State govern-
ments and by employees and others kept st moderate levels;
improving the organization and methods of health care delivery
and enhancing the distribution and quality of care; encourag-
ing preventive medicine and protecting against catastrophic
costs; providing reasonable compensation to health care pro-
viders; and 1ssuring full public accountability of the plan
and its operation, as well as consumer participation in its

development and administration,
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Part 11 -- Rights and Eligibility Provisions

Teis part contains a statement of rights, and eligibility
and enrollment provisions.

A. -Statement of Rights

The statement of rights describes the rights of patients,
health care providers, and eligible insurers.

Patients would be guaranteed the right:

(a) to obtain covered benefits from the approved pro-

vider they choose;

(b) to confidentiality with regard to information

collected about theam; ]

(c) to prompt and accurate handling of program decisions

about their status;

(d) to be heard on grievances related to care or to

insurance under the prograa. ’

Health care providers in general would have the right tc
decide whether or not to participate in the program, to proapt
and ac:-urate payment for services rendered, and to make their
views kno 1 (und ha—e them considered) on all program actions
aff-cting them. Physicians would have the right to choose
loth mo'e and place of practice.

Fligible insurers would have the right to decide whether
or not to participate 1n the program, to ergage in business
supplementing health care services covered under the program,
and to make their views Jknown, and considercd, on program
d¢ ions affecting them.

8. Universal Fligibility

Program eligibility would be extended to every U. S.
c'tizen and permanent resident alien; to legal nonpermanent

aliens employed by a foreign embassy or international
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organization if the employer eantered into a participatioa
agreement; and to & foreign visitor admitted for short periods,
under the teras of a treaty or other agreescnt bctweea the

U.S. and the visitor's nation.

Eligibility would continue whether or not prcmiums were
paid, and whether or not the individual enrolled.

All eligible people would be entitled: to havc‘pay-cnts
for covered health care paid on their behalf; to enroll _
with approved insurers, including those which offer finan-
cial or benefit advantages for enrollment; to change enroll-
ment when such a choice was available, during the annual
eurollacat period; and to a national health insurance card
identifying their eligibility but not indicating any sources

of fuids [aid to the program with respect to thea.

C. Enrollment

All employers would be required to offer, during the
v Rram's first general enrollment period, to each employee
(except to Medicare beneficiaries) a choice of health insur-
ance plan or plans, at least one from the insurer members
of <hc non-HMO consortia and one from the members of the
{:¥) consortia offering such plans in the employees' areas.
The cmployer could offer supplemental benefits. The employee
rould choose a plan to be in effect at least until the next
earollment period. A family could choose only one plan, even
i, .adividuals within the family were offered a choice of

plans from mure than one employer. Decpendents covered under

BEST COPY AVAILASLE
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. the plan would be spouse and childrea (under 22) as defined
for income tax exemptiom purposes.

For members of the armed services and their dependeats,
the Defense Department would act as both employer and con-
sortium, retaining premiums paid and issuing identification
cards. Enrollment choices would be offered as the Defense
Department found consistent with its policy requiring use of
Department facilities. The Department would pay for covered
care furnished outside its facilities and recover appro-
priate costs on the basis of NHI cards for services not re-
inbursabie under the Defense Departmeat plan.

Fveryore who attained age 65, or was entitled to disability
insurance benefits for a month, or had end-stage rena) disease
would bc entitled to benefits under both Parts A and B of
Medicare and 2li sured status requirements for the aged
would be deleteu. Coverage under Parts A and B would be
~andatory. The prcmium would cqual the present Part B pre-
mium, and be paid i1n the same amount as under present law.
Tho.e eligible for Mecdicare and for SSI would have their
Part B premiums paid by the Federal government.

All other eligible people would have the same choices as
eap'oyees to enroll 1in a plan iund would have premiuas paid
on thear behalf as follows:

(a) SS! recipients under age 65 not eligible for Medicare
would rcceire enrollment information from Social Security

district oftfices and would enroll directly with insurers.
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The Federal government would pay the premiums for this group.
Information about income status of individuals would not be
furnished to insurers or consortia. Premiums paid on behalf
of SSI beneficiaries would not be considered as income in
determining SSI cash benefit eligibility.

(b) For welfare recipients, States would be required to
pay the premiums on behalf of all recipients of
AFDC (and AFDC-U) and to furnish enrollment information.
Individual eligibility information would not be furnished to
insurers or consortia.

(c) For those enrolling individually, the State Boards
w2414 ve responsible for furnishing enrollment information.
Those c¢nrolling individually in the first general enrollaent
period would compute and pay their premiums at the same time
they computed and made their estimated tax payments. For
t.ose not enrolling during the first period, the State Agency
would establish procedures for enrollment to take place when
the individual first sought health care but did not have a
health insurance card from a qualified insurer or when they
filed an annual income tax return without showing health
insurance enrollment. Premiums would be paid to the insurer
ch~sen by the iadividual to cover the current enrollment year.
Health care providers or insurers would notify the State Agency

of all unenrolled individuals who sought care.
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D. Open Enrollaent Period

Enrollment periods would be organized as follows: a first
general enrollment period during June through Novesber of the
year before basic benefits become effective; a general enroll-
ment period from September through November of each year to
be effective the following January 1.

First enrollment (after the first period) could occur
when an individual reached age 22 or entered the country and
became eligible. Disenrollment from private insurance would
occur when persons become eligible for Medicare.

Changes in enrollment would be allowed if an individual
o. fauily changed areas or if a new employer did not offer
their current insurance plan.

Upon enrollment, the insurer would issue enrollees NHI

cards so that providers would know wham to bill.

F. Definitions

The definition of wages would be identical to that used
for personal income tax withholding purposes.

The definitions of employer and employee wculd be
1d2atical to those used for purposes of determining who must
withhold personal income tax payment, but would not include

those eligible for Medicare.
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Part 1i1 -- Health Care Services Covered

A. Required Benefits

Coverage of the following services would be required
under the prograa:

1. Unlimited inpatient and outpatient hospital
services as defined under Nedicare, except that the services
of hospital-based physicians would be incorporated in the
definition. Inpatient hospital psychiatric services would
be limited to 45 consecutive days of active treatment begin-
ning with the first day of hospitalization beginning more
than 60 days after the most recent such period. Physician
servicet provided by physicians under contract with hospitsl
to psychiatric hospital inpatients would be included without
limit as a hospital service. Services of physician con-
sultants could, as determined appropriate, be covered as
physician services.

2. Unlimited physician services, as defined in Medicare,
except for those provided for a mental condition and excluding
the services of chiropractors other than under Medicare.
Physician services for mental conditions would be limited to
20 visits (as defined by the Board) per year.

3. Home heslth services (as defined under Medicare) for
100 visits per year.

4. Skilled nursing facility services (as defined under
Medicare) for 100 days following a hospitalization of three

days or more.

47-141 0 - 79 - 16
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S. Preventive services including at least basic immuni-
2ations, pre-and post-natal maternal care, and well baby
care. The NHI Board could, upon advice of s panel of experts,
authorize additional preventive services based on evidence
that such would be cost effective and would not exceed $500
million in the first year (adjusted im line with program costs
for succeeding years). If costs exceeded the limit, appro-
priate reduction in covered services would be required. The
Board would also be authorized to establish conditions under
which preventive services would be covered.

6. Medical and other health services (as defined under
Medicare): services and supplies incident to physician's
professional service in his office; hospital services incideat
to physicians®' services rendered to outpatients; diagnostic
services fu'nished in outpatient departments; outpatient
physical t.aerapy services; diagnostic X-ray tests, laboratory
tests, and other diagnostic tests; X-ray and related therapy;
surgical dressings and splints, casts, and other devices for
treating fractures; durable medical equipment used outside an
institution; ambulance services; prosthetic devices (other
than dental) which replace an internal organ, including lens
after cataract surgery; and leg, arm, and neck braces, and
artificial legs, arms, and eyes, including necessary rcplace-
ments.

7. Rural health clinic services as defined under Medicare,
and services of other clinics if such clinics met Board-set

standards.
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8. Outpatient drug benefits for Medicare eligibles, but
only for chronic illaess. The Board would establish s list
of diseases and conditions found to be chronic and the drugs
to be covered for each such disease and condition. Omly
prescription drugs, including insulin, listed in a Board-
developed formulary would be covered. Generic prescriptions
would be required whenever generic equivalents were avail-
able. Dispensing pharmacies would be reimbursed on the basis
of the drug supplied or the lowest cost geaeric equivalent
generally available plus s ptofcssiou.l dispensing fee. HNOs
or other insurers could use the Board formulary, or their
own provided that the Board approved it. The Bosrd would also
have the authority to set maximums and minimums for the amount
of a drug prescribed.

9. Mental health day care services are provided at a
rate of two days a year for each day of inpatient psychiatric
benefits not used. Electroshock therapy would be covered
only in cases of severe depression and where prior approval
was obtained through arrangements established by the area PSRO.

10. Outpatient physical and speech therapy services as
defined under Medicare, plus short-term occupational therapy
whese the promise of improvement was substantial.

11. Audiological examinations and hearing aid coverage
limited to one examination a year and one hearing aid every
thrce years. Cost of hearing aids would be covered only up
to the amount of those on a list of hearing aids whose costs

were found reasonable by the Board.
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12. Outpatient services provided by s community mental
bhealth ceater. The total amount payable during s year for
'} patlcug would be determined on a salary equivaleat basis
for the type of personnel employed and could not exceed the
equivalent of a negotiated fee for a psychiatric visit for

that year times 20.

B. Exclusions
The following exclusions would apply to the basic benefits:

1. Services and items, other than preventive ser-
vices, not reasonable or necessary for diagnosis or treataent
of illness or injury or to improve functioning of s malformed
body member.

2. Services or items not provided within the U. S.
(defined as including States, commonwealth and territories),
with the exception of current Medicare provisions for Medicare
beneficiaries relating to closest convenient hospitsl and
travel between parts of the U. S.

3. Services and items constituting personal comfort
items.

4. Orthopedic shoes or other supportive devices for
the feet, other than for Medicare eligibles.

5. Custodial care.

6. Ccsmetic surgery except for prompt repair of
trauma-induced injury or for improvement of functioning of a
mzlformed body member.

7. Sergvices or items furnished by immediate relatives

or members of the patient's household.
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8. Treatment of flat foot conditions, and prescrip-
tions of supporting devices, treatmeat of subluxation of the
foot or routine foot care, including cutting or removal of
corns or calluses, trimming of nails, and other routine
hygienic care, unless prescribed by a physician other than a
podiatrist or surgical chiropodist as seriously handicapping
or a danger to general health for s patient with diabetes
mellitus.

9. Services provided by practitioners excluded from
Medicare because they have been found to have abused the pro-
gram or have been convicted of crimes (under sections 1862(d)

and (e).

C. Medicare changes
The bill would make the following changes in the Medicare

progras:

1. Make the payroll tax applicable to all employment

2. Remove limitations on days of hospital coverage and
retain spell of illness provision for post-hospital extended
care services only.

3. Remove deductible and coinsurance requirements for
inpatient hospital services and post hospital extended care
services, including the three pint blood deductible.

4. Remove section 1814(g) related to payment for ser-
vices in a teaching setting to a fund. This would be handled
b) normal budget reimbursement considerations under hospital

reimbursement.
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S. Extend sutomatic eligibility to all persons age 6§
and over.

6. Delete the Part 3 deductible and 80 percent coinsur-
ance requirements (except for that relating to treatment of
mental conditions) and remove the three-pint blood deductible.

7. Mandate Part B enrollment. Where deduction for
premiuas from Federal benefits is currently authorized, it
would be made mandatory. The Federal government would pay
the premium on behalf of SSI beneficiaries. Where there was
no Federal benefit payable to the individual from which the
premium could be deducted, the individual would be subject to
a charge of 115 percent of the amount due, unless he paid
the premium out of pocket. All provisions for late enroll-
ment in the future would be removed.

8. Repeal section 1843 related to State agreements for
coverage under Medicare of persons eligible for medical
assistance (the "buy-in" provision).

9. Add drug benefits to list of covered services.

10. Amend section 226 5f the Sociasl Security Act to
provide Medicare entitlement in the same month as disability
insurance entitlement, rather than 24 months later.

11. Repeal section 1867 authorizing the Health Insurance

Bencfits Advisory Council.
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12. Modify section 1874 and other references throughout
Title XVIII to change references to the Secretary to the

National Health Board.

D. Effective Dates

Basic benefits for the non-Medicare population would
go into effect on January 1 of the third year following the

year of enactaent,

E. Incentive Payments

Any person who chooses a plan offering more benefits at
no cost or a cash rebate payment would be eligible for the
benefits or payment witlout having it affect any credits due
under provisions establishing a2 maximum on premiums. Insurers
couid limit services covered to those offered by selected
providers offering services at reduced prices or under special
arrangements; however, all NHI benefits would have to be pro-
vided or covered by the insurers.

Cnrollment incentive payments could be in thc form of
increased benefits (if so, the insurer would have to stipu-
late actuarial value) or in the form of cash payments (cash
payments would be nontaxable and would not off-set welfare
payments). The full amount of such incentive payments would
be rebated to enrollees. However, a portion could be allo-
cated tc employers in return for their services in arranging
for availability of cost-effective HMO plans if the portion
wus neyotiated in accordance with the dual choice provision

of section 1310 of the PHS Act (regarding "Employers Health
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Benefits Plan” and the role of employers and employee repre-

sentatives regarding HMD arrangemeants).



Part IV -- Administration

A. Specification of Responsibilities

The programs would be administered primarily by certificd
private insurers and HMOs operating within regulations and
negotiated agreements established and administered by Nationsl
Health and State Health Boards with the involvement of State
" government, private health agencies, providers of care, employers,

and individuals.

Certified private insurers and HMOs would be responsible for --

1. negotiating community-rated premiums on a national, State,

and area hasis with the National Board for insuring sll services

covered by this plan;

2. marketing insurance or HMO programs to all eligible
people for all covered services, at negotiated premium community
rates;

3. participating in negotiations of the State Board with
providers and purchasers of care to establish budgets and fce
rchedules;

4. enrolling and issuing health care cards to all eligibles;

S. underwriting the costs of insuring all covered services
in exchange for the community-rated premium;

6. arranging for the pavment of health carc providers
for covered services at rates equal to or less than thosc
ne:ctiated by the State Board; and

7. establishing national consortis which perform certain

specified administrative and fiscal functions.
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Under the program, the newly established National Health

Board would be responsible for --

1. establishing national policy guidelines and staadards
to implement the program, and overseeing the program's imple-
aentation;

2. computing national and State annual NHI Budgets, nego-
tiating national and State premiums with insurers and HNOs,
assuring payment of established income-related and other
mandated premiums necessary to finance the program, establish-
ing one or more systems for apportioning among insurers the
costs of payment to providers reimbursed on s budget basis,
and negotiating the establishment of provider budgets and fee
schedules and payment mechanisas with providers;

5. establishing and administering a national Health
Resources Distribution Plan; .

4. certifying and performing other required functions
with regard to insurers, HMOs, and their consortia;

S. extending fiscal relief to impacted employers;

6. collecting dats required for the planning, budgeting,

monitoring, and evaluating activities required under the program;

7. administering the amended Medicare program; and
8. contracting with the State Health Boards established

by the states.
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Under contract with the National Board, the State Health
Board would be responsible for --

1. submitting State Annual NHI Budgets (within the over-
all budget allocated to the State) to the National Board and
implement Budgets as approved by the National Board;

2. negotiating prospective budgets and fee schedules for
the payment of providers within the approved budget and State
Health Resource Distribution Plan;

3. administering grants from the States' allocations of
the Health Resources Distribution Fund approved by the governor;

4. reviewing State administration of its residual Medicaid
programs for conformity with Federal standards for Federal
assumption of the administrative costs of the program;

S. facilitating en;ollneut by employers and individuals
and guarantceing payment to providers for covered services;

6. certifying providers of care and performing other
provider-related functions; and

7. performing other functions delegated by the National

Board.

State governments would be rcsponsible for --

1. Nominating members of the State Board;

2. proposing to the State Board Five-Year Plans for
Health Resources Distribution;

3. Implementing certificate-of-need and similar prograas;
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4. participating in negotiations of provider budgets aund
fee schedules;
S. paying group-rated premiuns for AFDC eligibles; and

6. administering a residual medicaid progras.
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Two private agencies -- the Joint Ccmmission oa Accreditation

of Hospitals (JCAH) and Professional Standards Review Organiza-
tions (PSROs) -- would continue to function under the program.
The JCAH (and other coampa.able private agencies) would continue
its present Medicare role of certifying provider compliance with
requirements of the program. PSROs would be expanhcd to review
all covered health services by all providers, including the

establishment of norms and criteria for medical practice. They

would also perform all other functions now assigned to thea.

Providers of health care would be invited to offer services
on a participating basis in the program, and to send elected
representatives to national and state negotiations to estahlish

budgeting procedures and fee schedules.

Employers would be assigned the tesponsibility of --

1. ncgotiating with insurers and HMOs and offering a choice
of insurance and HMO arrangements to their employees;

2. facilitating enrollment of the employee and his/her
dependents in the plan of his/her choice;

3. making wage-related premium payments, including any
employee share wittheld (based on labor-management negotiations
in organized companies) on behalf of the employee;

4. issuing a statement at the end of the year to the
eaployee of caployee premiums paid;

S. applying to the National Board for financial relief from

excessive economic impact of mandated premiums, if any;
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6. participating, through representatives, in the
negotiation of provider budgets and fee schedules for their
state or area; and

7. participating, through representatives, as members of

the State Board.

Individuals (except those who are meabers of the armed forces,
Medicare eligibles, or in Federal or State institutions) would --
1. enroll themselves and their dependents in one of the
insurance or HMO plans available to them through their employer,
or if they are self-employed or non-employed, any of the plans

available to residents of their State;

2. if an employee, pay a wage-related premium (subject to
labor-wi:nagement negotiations) through their employers and an
income-ri«la-ed premium to their HMO or insurer if they had
substantial non-wage income and did not reach the maximum pay-
ment on the basis of premiums related to wages;

5. present their Health Card to all providers of care for
covered services;

4. participate, through representative groups, in the
negotiations of provider budgets and fee schedules for their
State or arca; and

5. participate, through representative groups, as members

of the State Board.
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B. Conditions for ‘ertification of Insurers and HMOs

Any insurer or HMO could be certified (and recertified) to
insure services under the program if it --

1. meets applicable legal standards required by the
State(s) in which it operated;

2. makes available at the negotiated community rate a
program of insurance or benefits covering all services specified
by the progranm;

3. accepts for enrollment all employee groups or eligible
individuals at the negotiated rate, within the resource capacity
of the HMO or similar arrangement and within limits appropriate
for plans negotiated or arrangcd hetween employers and employees
that are self-insured;

4. provides the same added benefit to the required program
of insurance, or the same premium rebate, to all enrollees
(except that a portion of this rebate could be allocated to
emplcyers in return for services in arranging for the availa-
bilitv of a cost-effective insuring plan);

S. complies with all regulations of the National Board
regarding advertising, customer service, standard claims foras
and procedures, rights of privacy of enrollees and providers,
and other areas suthorized by the program;

6. is a member of a consortium and complies with all rules
and procedures of the consortium considered reasonable by the
Netional Board;

7. makes no departure from those methods of marketing, or

paying for health services without special approval.
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C. Consortia

The National Board would certify four national corporations
or "consortia,” with State and area subsidiaries as follows:
one consortium would be formed from Blue Cross and Blue Shield
Plans, one from commercial insurance carriers, one from Prepaid
Group Practice HMOs (as defined im title XIII of the PHS Act)
and one from Independent Practice HMOs (as defined in title XIII

of the PHS Act).

Each consortium would --

1. represent its member plans im activities of the National
Board;

2. represent its members on a negotiating committee
established by the State Board for the reimbursement of par-
ticipating providers;

Y. collect and place in a fund all preamiums due from
employers, individuals, and State and Federal governments on a
monthly, quarterly, or annual basis;

4. notify the National Board of employers or individuals
who are in default on premium payments;

S. p * community-rated premiums from the consortium fund
to thc member plans on behalf of each plan's enrollees;

6. establish an arrangement for transferring mandated
premiums and other payments among consortia to adjust for
differences to risks insured;

7. make payments to participating providers of care on

behalf of their member plans;
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8. wmonitor payments to providers of care;

9. conduct claims review program and collect data as
requircd by the National Board;

lh. facilitate smooth transfer of enrollment and preaium
collection in the same or different geographic areas, or between

consortia.

In order to be certified:

1. the consortium of Blue Cross and Blue Shield plans and
the consortium of commercial insurers would have to have member
plans in all States and major areas; '

2. each consortia would be required to accept into meaber-
ship any insurance or HMO plan certified by the National Board
applying for membership; and

3. the -onsortis would have to possess resources and
presen* a plan of operations to the National Board which
demonstrates intent and capacity to carry out all the functions
specified above. \

D. Structure and Adainistrative Functions of the National
Aealth Board

The National Health Board would be an independent agency
of the Federal government, reporting directly to the President.
It would be managed by a five-menber National Health Board
(hereafter called the National Board) appointed by the President
and confirmed by the Senate. The Chairman would be appointcd by
the President; members would have staggered five-year terms. No

more than three members could be from the same political party.

47-1610-19-17
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The National Board would be responsible for all policies
under the program. It would appoint & chief adaministrator and
organize bureaus and other staff and operating units within the
National Health Board. The National Board's jurisdictiom would
include the current Health Care Financing Administration and
other DHEW programs or elements of other current DHEW agencies.
In addition, the National Board would administer the Health
Resources Distribution Fund.

The National Board would include a Board of Appeals to which
providers, insurers, individuals, or others could make final
administrative appeal after opportunities for appeal at the
State Board or, as appropriate, the consortium level had heen
exhausted.

The National Board would be served directly by staff offices
of the Ombudsr-.n, the Advocate, and the Inspector General. The
Ombudsmds. wonld investigate and report to the Board on complaints
about the operation of the program and recommend changes in
rcgulations or practices.

The Advocate would assist consumers in defining, protecting,
and asserting their rights and would focus on the needs of
minorities, the elderly, the disabled, other disadvantaged
groups, and women.

The Inspector General would perform functions with respect
to health similar to those now performed by the HEW Inspector
General. The Inspector General would conduct investigations
into fraud and abuse, and acting through the State Board, would

contract with State fraud and control units established under

Sec. 1903 of the Social Security Act to conduct the activities
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defined in this section with respcct to all health services
covered and all health care providers reimbursed under the
program.

E. Commissions on Benefits, Quality, Access, and Health
Care Organization

The National Board would establish standing Commissions
on Benefits, Quality, Access, and Health Care Organization in
order to continually review and advise the Board on ways to
improve the program and to attain program objectives. More
than half the members of each Commission would represent con-
sumers. Each Commission would be furnished full-time staff,
with staff resources specifically assigned to consumer members.
The Commissions would also include representatives of the various
health care professions and provider institutions and their
employees, and in. urers, as the National Board considered

warranted for the purposes of the Commissions.

F. Structure and Administrative Functions of the State
fHealth Board

The State Health Board would be a State-chartered public
corporation (hereinafter called the State Board), established
by the governor at the request of the National Baord to carry
out specific functions under the program. The State Board
would have five members appointed by the governor subject to

the approval of the National Board. Representatives of major
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purchasers of health insurance (employer groups and labor
unions) would have two seats on the board, and at least one
other would have to be s consumer. Members would have
staggered five-year terms and no more than three members could
be from the same political party.

The State Beard would appoint a full-time chief adainistra-
tor, organize bureaus and other staff and operating units in
the Agency, and oversee the activities of the Agency.

The State Board would appoint am ombudsman and advocate
who would report directly to the Board and who would perfora
for the State the same functions described above for the
National Board. In addition, the State Board would include s
Bureau of Appeals to which providers, insurers, individuals,
or otheis could make formal appesl and obtain s hearing ona
grounds e tablished by the National Board. The State would be
avthorized to appoint such standing commissions or short-ters
commiss.ons as were approved for funding under their agreement

with the National Board.

H. The Annual NHI Budget

Anuually the National Board would prepare a comprehensive
budget establishing (1) all public and private expenditures
for covered health services and for the administration of the
progras and (2) all revenues from mandated premiuas and other
sources for financing these expenditures. This Budget would limit

the total arnual increase of health care expenditures ovec the
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preceding year to a maximum of the average rate of increase
in the GNP over the last three years.

The Annual Budget would be presented to the President and
Congress, and to the State governments, in adequate time for
funds to be appropriated to cover the premiums and other govern-
ment payments mandated by the program, including funds for the
Health Resources Distribution Fund. The Congressional Budget
Office would subait an analysis to relevant committees of
Congress each year of all aspects of the Annual Budget. The
Annual Budget would:

1. balance 2ll revenues to be paid to insurers with
211 expenditures to be made by insurers. (It would also balance
projected revenues and expenditures of the Medicare progras);

2. es‘ablish expenditures for each State or area;

3. establish premiums réquired to be paid to insurers
to finance the negotiated national community rated premiums for
all enrollees, showing variations in rates achieved in each
State and present analyses of economic impact on employers and
employment of the premiums, as well as on Federal and State
budgets;

4. include the amount to be requested of Congress for
the Health Resources Distribution Fund;

S. reflect annual budgets of the States and the advice
of the National Board Commissions.

The national budget would be based on agreements with

providers negotiated by the State Boards and approved by the
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National Board and agrcements with consortia on national
community-rated premiums. The State budgets submitted to the
National Board would reflect the advice of State Board Commis-
sions, representatives of the consortia, and providers in the
State, and the Health Resources Distribution Plam for the State.

6. be implemented by the State Boards, with the State
Boards renegotiating provider budgets and fees if necessary in
order to stay within the revenues approved; (Negotiasted national
community-rated premiums in the approved Budget would provide
limits on revenues to consortia for payment for covered ser-
vices under the program and could be increased only by a subse-
quent act of the National Board. State expenditures approved
would be the basis for the negotiation (or renegotiation) of
prospective budgets, annual adjustments of physician fee
schedules as necessary, and other provider reimbursements.);

7. be accompanied by projections of the Annual Budget
for five years, showing the effect of the Health Resources
Distribution Fund and the limits on increases in expenditures

nationally and by State and area.

I. Negotiations with Providers

For purposes of establishing prospective budgets, fee sched-
ules, and other payment mechanisas (as described in Part VII),
providers would be invited to send elected representatives to
negotiate with committees convened by the National and State

Boards.
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State Negotiating Croups. The Natiomal Board would
establish categories of providers from which represeatatives
to the negotiating group with the State Board would be elected.

There would be twe negotiatiang groups:

1. The State negotiating group regarding prospective
budgets would include classes of hospitals, HMOs, hospital-based
physicians, hospital employees of various professioas and
occupations, community health centers, comsunity meantal health
ceaters, and other providers reisbursable on a prospective
budget basis.

2. The negotiating group regarding fee schedules and
other payment mechanisss would iaclude medical and osteopathic
rpecialties by geographic ares of practice (e.g., rural, urbam)
and style of practice (e.g., solo, group, imstitution-based) as
\;ell as representatives of non-physicians reimbursed oa other
than budget basis. The Nationsl Board would also estadlish
general guidelines for the election process of represeatatives
to the various negotiating groups in each State. Among other
factors, these guidelines wuld provide for proportional repre-
sentatioa of categories of providers om negotiating groups ia
terns of their nupbers in the State and the perceatage their
services represent of the total amounts reimbursed under the
program. Terms of office would be three years with eligibility

for re-election.
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Nationsl Negotiating Groups. The Natioasl Board would
conduct an electioa among the State megotiating groups to
elect represestatives from the State groups to the matiomsl

negotiating groups. Ia additioa, the MNational Board could, ia
consultation with provider sssociations aad institutioms, sppoiat
up to five additional noa-voting members to each group to repre-
sent provider imterests that were not represeated oa State
groups. Categories of providers would be represeated on the
national negotiating groups (except for the additional noa-
voting members appointed by the Board) proportional to their
numbers om State negotiatimg groups. The terms of elected and
ippointec members would be three years. Both the electioas of
negotiating groups and all asgotiating sessions would be matters
of public record.

J. Negotiations with Insurers and HMOs
Insurers and HMOs would be invited to sead representatives
to negotiate on their behalf with the Nationsl Board regarding

the community-rasted premiums. The mamner of selectiom of these
representatives would be established by the insurers and HMOs
through their comsortia, but should provide for representatives
of such categories of insurers as the Board might require. The
number of representatives to the negotiating groups from each
consortia would be proportional to the total number of enrollees
of each consortium, with no consortium represented by fewer

than two.
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K. 2£E%rtion-ont of the Costs of s Provider's Budget
Among Iasurers

The Natiomal Board would establish rules for apportionment
of thiiébsts of a8 provider's budget among the insurers after
comsultation with insurers. Payment amounts by insurers would
be established injtially on an interim basis paid at such time
as may be determined, adjusted from time to time, and settled

after the close of the year.

L. Start-up of Administrative Structure and Processes

Upon enactment of the program and prior to the effective
date of benefits, the National Board would establish and test
adrinistrative structures and processes needed to implement
the program on the effective dati of benefits. The Board would
be required to report to Congress on its progress 18 months
after enactment and on any technical changes or authorizations
of temporary adaministrative structures or procecures that would
facilitate implementation. The General Accounting Office would
review the progress of the Board in initiating these adminis-
trative structures and processes and report to Congress 18

months sfter enactment.

M. Federal Back-up for State and Insurer Functions

If a State failed to establish State Board or if insurers
failed to establish consortia or acceptable plans for their
operation, or if there were States or areas in which no
insurers qualified for certification, the National Board would

perform the functions of those agencies.

41-1410-79 - 18
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N. President's Comission oan the Health of Americaas

The Presideat would sppoiat 8 group of nine distinguished
citizeas to review the health status of the mation, the oppor-
tunities for improvemeat, and the cost for doing so. This
Commission would coordinate its activities with those of the

National Board and report om its findings and recommendations.



Part V -- Program Financing

A. Sources of Revenues

Firancing for the program would be from sevea primary sources:
wage-related premiums; premiums on substantisl amounts of nom-
wage income; State payments in behalf of AFDC and State institu-
tional populations; Federal payments im behalf of SSI benefi-
ciaries and Federal institutional population; voluntary payments
in behalf ok U. 8. residents who are employees of foreign govera-
sents or international orgsnizations; Medicare taxes and premiums;
and general revenues.

Preaiuas would be calculated as a percentage of income. The
full percentage would be applied to wages and one-half would be
spplied to non-wage income up to the maximum premiums payable
bs the individual. The percentage would be computed so that
the costs of NHi beuefits for the entire population (except
the Medicare, SSI, and AFDC groups) would be fully covered by
total premiums paid. The prospective percentage rate would vary
by State in accordance with actual budgeted cost increases in
each State. If sufficient information were not available to
establish variable rates in initial years, either State-by-State
cstimates or a single national rate could be employed.

The maximum on premium payable would apply with respect to
premiums withheld from employee's wages or paid by recipients
of non-wage income; however, employers would ge assessed on

the .r total payrolls. The preaium maximum would be calculated
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by family type and no individual would pay more than the average
community rated premium for the individual's family type.

The income to be derived from each of the seven revenue
sources would be determined as follows:

1. Wage-Related Premiums

Employers would be responsible for the entire payment but
would be authorized to require that employees pay 25-35 percent
of the premium amount. Esmployee payments would be subject to
labor-asanagement negotiastions. An employer who is severly
impacted by the program (had a substantial increase in premiuas
which reduced net earnings) would be eligible for a tax credit
(or a payment if not subject to tax). States and localities
would be required to contribute as other employees--if they did not,
an amount equal to 150 percent of the amounts due would be
deducted from grants otherwise payable.

Wange-related premiums would not be paid by Medicare benefi-
ciaries, nor would their employers have to pay wage related
premiums on their behalf. .

2. Non-wage Income Preimum

A premium payment, equal to one-half of the rate applied to
wages, would be paid by recipients of self-employment and
unearned income. Premium payments (made quarterly) would be
required on annual non-wage income in excess of §2,000 per
individual or $4,000 per couple. Late payments would be subject
to a2 penalty unless exempted by the National Board. For persons

under 65 years of age receiving pensions, non-wage premiums
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could be paid by withholding and part or all could be paid by
prior employers. Medicare beneficiaries would not be subject

to the non-wage premiuas.

S. Federsl Plzggnts on Behalf of SSI Recipients and Federal
nstitutiona opulation

Group-rated premiums would be paid monthly to insurers (or

their consortil)‘selected by the insurer on behalf of these
individuals. A deduction could be made for other premium pay-

ments made by or in behalf of SSI recipients.

4. State Payments on Behalf of AFDC Recipients and State
lnsi!tufionnl Population

Group-rated premiums would be paid monthly to insurers (or

their consortia) selected by the individual on behalf of these
individuals. A deduction could be made for other premium pay-
ments made by or in behalf of AFDC recipients. Federal matching
for AFDC payrents would be contingent on payment of premiunms.

S. Voluntary Participants

Foreign governments or international organizations could
enter into agreements with the Board for coverage of their
employees and families who are long-term U. S. residents.

The iederal government would be empowered to enter into
reciprocal agreements with other countries under which health
services would be provided to their residents visiting this
country in exchange for provision of similar services to U. S.

residents visiting their countries.



6. Medicare

The Hospital Insurance tax, st the same rate specified in
current law, would be applied to all U. S. wages including
those of Federal employees, all nonprofit organization employees,
and, under pain of deduction from grants (equal to one and one-
half time the estimated tax), state and local employees. Volun-
tary agreements with foreign governments would require payments
equal to this tax., The Medicare Part B premium, computed on
the basis specified in existing law, would be made mandatory for
all persons eligible for Part A (all persons currently eligible,
all persons over age 65, and the disabled after they have been
disabled for five months). The Federal governaent would pay
the Part B premiums on behalf of SSI recipients.

7. General Revenues.

Increased genersl revenue obligations would be incurred on
account of: (a) Payments for SSI population and increased pay-
ments, if any, for Federal institutional population; (b) differ-
ence between Medicare tax plus premiums and cost of services to
Medicare group; (c) uncollectable premium payments due to
private insurers; (d) payments to impacted non-taxpaying
employers; (e) savings clause to States for Medicaid; (f)
administrative costs; and (g) an increase, if any, in Federal
emsployer payments in behalf of Federal civilian and military

personnel.
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Offsets to current general rcvenue obligatioas would occur
as a result of: (a) elimination of individual tax deductioams
for health insurance premiums and services covered under NHI;
(b) deduction of Fedcral payments for Medicaid; (c) reduction
in escalation of the costs of covered services; and (d) an
increase in Medicare HI contributions by those presently not

participating.

B. Year-End Adjustments

The wage-related premium would constitute full premiua pay-
ment for wage earners with less than $2,000 in non-wage income.

Each premium payer with non-wage income over $2,000 would
be required to calculate his/her total premium obligation. The
non-wage income subject to preaium payments would be the amount
of such in-ome (over the $2,000 exemption) except that the total
of premiums paid on the basis oif wage and non-wage income could
not exce:d the maxiaum premium. The premium payment for non-wage
income wruld be half that applied to wage income. 1If, at the
cnd of the year, any individual paid (or his/hes employer paid
amounts that could have been assessed to him/her) more than the
community rated premium for his/her family type, he/she would

receive a refund.

C. Lnforcement

The Federal government wouid make a premium payment in
behalf of any individual who failed to pay the required amount.
The payment would become a debt owed to and collectablc by the

government from such individual.



D. Effective Dates

Income-related premiums would first become payable the
caslendar quarter before provision of benefits while monthly
premiuas would first become paysble in the month before pro-

vision of benefits.

B. Residual Medicaid

During the first three years the NHI program was in operation,
States would pay no more for premiums for AFDC recipients and
residual Medicaid than they paid in the base year sxcept for an
snnusl adjustment equal to the oversll program rate of increase.
This savings clause would only apply to States which: (1) had
the Medicaid benefits in effect for two or more years prior t; .
the effective date, (2) continued pre-ensctment Medicaid benefits
not covered by NHI, (3) paid required premiums im behalf of
AFDC recipients and State institutionslized populstion; and (4)
met requisite Federal standards. In such cases, the Federal
government would pay 90 percent of the sdministrative costs of

the residusl Medicaid progras.

F. National, State, and Area Premium Determination

The National Board would set the limit on NHI expenses.
Budget expenses in any year could increase at s rate no greater
than the average rate of increase in the GNP in the preceding

three years.
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The National Board, with the advice of the consortia, would
perfora the actuarisl calculations for determining premiums
(vhich vould include am allowance for comtingency reserves).

In the event the MHI Bosrd found a shortfall in income, s tea-
porary advance could be made from general revenues. This
amount would be recovered from premium income in subsequent
years.

The National Board would distribute the national budget
among the States. The health care operating cost increase
allowed for s State could be greater tham the nationsl average
if the state's per capita expenditures were less than the national
figures and less than the nationsl average if the State's per
capits expenditures were greater. The maximum variation in
the increase permitted would be 20 percent below to 20 percent
above the average increase. The limit determined for a State
(or area) could be adjusted upward if it had severly underserved
populations for whom special development programs had been
approved in the Health Resources Distribution plan. If a state
budgeted less than the limit allowed, the state's income related
premiums would be adjusted downward accordingly.

G. Insurer Financial Duties

Insurers would
1. receive the premiums, making use of consorted as
they decide in handling the funds;
2. determine the premiums required to cover the risks

they cover taking into account the costs in the areas they
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serve so that no advantage would occur from enrolling good
risks or disadvantage from enrolling poor risks. The insurers
would gain from demonstrated cost-effective delivery of services;
3. set aside s reserve for redistribution of funds
among insurers to assure income proportionate to risks covered;
Consortis, if used to distribute risks premiums, would pay
insurers from time-to-time with finsl settlement after the end
of the year. The Defense Department would act as insurer and
consortium for members of the armed forces and their dependents,
would operate independently from other insurers, and would
receive other funds than the normal premiums as appropriated.

H. Philanthropic Contributions and State and Local
Covernment Supplement Payments

Philanthropic funds and additional State and local funds
could be used to supplement NHI financing but could not be
directed toward expansion of the benefit package. Any capital
investment or services changes made with such funds would be

subject to planning approval.
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Part VI -- Health Care Improvemeat
A. Nstional Objectives
The bill requires the National Board, consulting with the

President’s Commission on the Health of Americans, to establisa
national objectives for health care improvement to guide the
planning process, the annual budgeting process, and other
sctivities under the Act.

B. The Health Care Improvement Plan

The National Board would prepare and update snnually a
fivo-yea; plan describing the nation's needs regarding health
care accessibility, quality, a?d costs; the effect of imple-
wentation of the Act on these needs; and strategies for meeting
the needs in the future. The National Plan would:

1. define such projected needs as: shifts in geographic
distribution of health care facilities and geographic and
specialty distribution of professional providers; growth in
enrollment and in numbers of cost effective slternative delivery
systems; reductions in use of outmoded or duplicative tests or
procedures; provider conformance to certification requirements
through budget reimbursement or grants from the HRD fund; and
other factors or special population emphasis as the National
Board may require;

2. analyze the impact of the Act's provisions that provide
for: the annual budget by category of service, with national and

state expenditure limits; competitive marketing through HMO's and

other innovative systeas; negotiated prospective budgeting and
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fee schedules; PSRO review of all covered services; Health Care
Resources Distribution Fund grants and coatracts; state govera-
ment activities in preparing and implementing the Plan; and such
other provisions as the National Board considered appropriate;
and

3. describe how standards and guidelines issued or proposed
by the National Board to implement the Act met defined neceds.

The National plan, based on State five-year plans prepared
and annually updated by Governors at the National Board's request,
would also include the State heaith plan prepared under title
XV of the PHS Act, other state planning activities required by
the PHS Act and the Community Mental Health Centers Act, and
such additional state activities as the Govenor may deteraine.

The State five-year plans would describe projected needs
regarding accessibility, quality, and cost of care as specifi-
cally as possible, and specific actions the State government
planned to fill them. The State plans would be based on stand-
ards and guidelines (including projected budget limitations for
each State) promulgated by the National Board. All health
related plans formerly submitted to the Department of Health,
Education, and Welfare under the PHS and CMHC Acts will be sub-
mitted to the State Board, along with the State Plan. The
State Board would make grants up to the state's allocation
level from the HRD fund, with the guidance of this plan, deviat-
ing from the plan only after consulting the Governor and upon

review and approval of the National Board.



273

The State Board, in preparing its annual state NHI budget,
would assure resource availability and other changes proposed
ia the plan.

The State Board, negotiasting with providers on budgets,
fee schedules, and other reimbursement policies would not
approve: provider budgets with services, trsining, or accumula-
tion or assets for capital expenditures inconsisteat with the
plan; or fee schudules inconsistent with State manpower redis-
tribution goals. Issues of consistency would be subject to

reviev and decision of the National Board.

C. ‘'iealth Resources Distribution

The bill would authorize a national fund from general
revenues st a8 level of $500 million for the first year of
benefits and for each of the next five years. The fund would
include: amounts requested by the'Nutional Board and appro-
priated Ly Congress to augment funding for existing DHEW pro-
grams transferred to the Board's jurisdiction; an amount to be
allocated by the National Board for award to states based on
plans, annual NHI budgets, and the preparedness of states to use
the funds effectively--except that no state would receive less
than one-half of a pro rata share based on population.

The HRD Funds could be used by the National Board and State
Boards to award grants and contracts for purposes described

either in the Act or in the legislation authorizing programs
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transferred to the National Health Board from the PHS or other
agencies, including: conversion or closure of underutilized
facilities; start-up of needed services in critically under-
served areas£ renovations enabling providers to meet specific
requirements relating to safety accessibility, or other critical
factors; stimulation and support of HMOs and other cost effec-
tive delivery systems; establishment of phasing out of health
professional education programs sccording to projected manpower
needs in specialties and professions; start-up programs of
continuing educational and professional development through
PSROs or other private agencies on clinical practice state of
the art and improvement areas in current practice patterns; and
other purposes appropriate to improviag quality, accessibility,
or other objectives for health care under the Act.

D. Healti Statistics, Health Services Research, and
Technology Evaluation

The bill would establish under the National Board a National
Institute of Health Care Research, to replace the existing DHEW
Office of Health Technology, and include research institutes for
health statistics, health services research, and technology
evaluation. The new institutes would have functions described
P.L. 95-623 for DHEW programs in these sreas and would operate
as independent research institutes under the Board.

The National Center for Health Statistics would be given the
following new functions: formulating data policy, regulations,

and operational guidelines for establishment and operation of

data-gathering systems by the agency; assuring a flow of
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information required for both managemeat of the NHI program

by the national sgeacy, such as for budget informatiom; assur-
ing progras accountability regarding its impact oa cost, access,
and quality of care and om morbidity and mortality; and amalysis
of data gathered to meet needs of agency managers, consumers,
and providers.

Data and infoymation systems operated as defined by the
Center under this Att and under Sec. 306 of the PHS Act should:
be based on Uniform Minimum Deta Sets established by the Center
for Health Statistics; include the entire U. S. populatioa
and all health services; promote efficiency and eoffectiveness
in collecting, processing, snalyzing, and disseminating infor-
mation; establish and coordinate data gathering activities by
consortia, state and local agencies, and the national agency,
to minimize duplication; and provide informationm to consortis,
employers, coinsurers, and providers, and other interested
institutions affected by the Act to infors their choices and

facilitate activities under the Act.

E. Heslth Education

The State Board would be directed to carry out s progras to
educate all residents on health, self-care, effective use of
the health care system, and their rights and privileges under

the Act.
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Information on health living. habits and sppropriate use
of resources would be furaished through developmeat of both
materials for distribution through medis and curriculs suitable
for classroom instruction at various levels, as well as through
training of professionals.

Appropriate patient participatioan in care would be dealt
with through preparation of trsining msterials, support for
training sites related to serious but common impairments ia
which patient activities play an important roie, and training

of professionals.

F. Special Studies and Demonstrations

The National Board would be required to continuously study
and evaluate the operation of all aspects of the progras,
including study and evaluation of the adequacy and quality of
services furnished under the program, anslysis of the cost of
each kind of service, and evaluation of the effectiveness of
measures to restrain costs.

The National Board, through the work of Commissions and

other means, would specifically study and evaluate the effects
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of the program om residusl Medicsid programs im States, includ-
ing the comprehensiveness, accessibility, and quality of
services to Medicaid beneficiaries, and would recommend legis-
lation and guidelines for effecting improvements in the various
Medicaid programs. The Board would submit to Congress no
later than five years after enactment, its legislative recom-
mendations in this regard, with special emphasis on how to meet
the long-term care service needs of Medicaid eligibles.

With regard to these various special studies, the National
Board would direct the Commissions as follows:

1. The Commission on Benefits would study and
recommend changes in covered benefits based on current evi-
dence of the cost end effectiveness of various health services
includiag preventive health, mental health, drugs, vision care,
long term care, home health care, dental coverage, and other
services foir which limitations or exclusions exist under the
program.

2. The Commission on Quality would study and recom-
mend legislation or regulations to improve the quality of health
care services.

3. The Commission on Access would study the level
of services utilized by various beneficiaries and would recom-
ment legislation, guidelines, or regulations to remove barriers

to access and/or create needed resources for care.

47-1470-79 - 19
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4. The Commission on Health Care Organizatioa would
study the costs and effectiveness of the various methods of
delivering health services and would recommead legislation
or regulstions to support and encourage the creatiom and

expansion of more cost-effective systems of health care.

Programs of personal care services. The National Health

Board would be yequired to carry out a substantial demonstra-
tion program in the organization, delivery, and financing of
personal care services to the elderly and chronically disabled
including the hospice concept. Initial funding authorization
would be at the $100 million level. The Board would make
grants from the Resource Distribution Fund to demonstrate and
assist in the development of community programs which seek to
maintain in their homes people who, in the ahsence of compre-
hensive health and personal care services, would require
inpatient institutional services. The hospice concept would

be among those demonstrated and evaluated.
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Part VII -- Provider Reimbursement

A. Types of Reimbursement

The bill specifies the types of reimbursement by class of
provider as follows:

1. Prospective rates based on approved budgets for
hospitals, homes health agencies, neighborhood health and other
health centers, apd skilled nursing facilities;

2. Fee schedules (subject to overall budget limits) for
physicians, podiatrists, and laboratory services and durable
medical equfpnent (subject to limits based on lowest costs for
widely available services);

3. Existing Medicare det;r-inations for other providers;

4. Capitation payments for HM0s. Payment rates would
be community-rated (with appropriate adjustments) for non-
Medicare enrollees and experience-rated (with appropriate adjust-
ments) for Medicare enrollees. Developing HMOs would be paid
approved budget costs in excess of capitation payments from
grants from the Health Resources Distribution Fund;

S. Salary or fee-for-time payments permitted in lieu
of fee schedule payments if this alternative did not result in
higher costs; and

6. Acquisition costs plus professional fees for drugs

and audiological services.
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The Board could allow, on an experimental or other basis,
the use of other payment methods if it determined such use would

advance program objectives.

B. State Budgeting Process

The State approved budget would distribute total allowable
funds (as determined under Part V) among various health service
components with leeway for redistribution and nrovision for

contingencies.

C. Prospective Reimbursement

Hospitals and other institutional providers would be
reimbursed on the basis of negotiated budgets applied prospec-
tively.

1. Submission of Proposed Budget

Each provider would submit its proposed budget to the State
Board at such time, in such form, and providing such data as
the Board required. Required data would include historical data,
full year budget for the year subject to approval and a two and
five year capital and service change budget plan. The reports
would cover total provider operation and tnclude data on
operating and capital costs, inpatient and outpatient services,
costs of continued services and cost effects of discontinued and
added services, cost effects of expected productivity and
utilization changes, revenues by source and type, volume of

services, and patient characteristics.
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2. Review by State Board

The State Board would review the proposed Budget and
negotiate with providers within the parameters establishcd by
the National Board. Representatives of patients and payors
would be party to the negotiations; the advice of consortia
representatives would be available. In all cases, the review
would confirm conformity of the two and five year capital and
service change budgets with the approved HSA plan for the area.

The State Board would use screens to determine which budgets
could be approved without further detailed review and what
elements within a budget might require such review. Screening
parameters would be set in accordance with National Board
policy and could take various forms including: (a) annual rates of
increase in total budgets, average inpatient costs per admis-
sion, or average inpatient costs per day; (b) absolute cost
levels, by type of hospital, for average per admission inpatient
cost, average per diem inpatient costs, average outpatient visit
cost, or educational costs; and (c) cost ratios, by type of
hospital for administrative costs or various service costs.

The State Board would conduct (or delegate the conduct of)
detailed reviews of budgets which fail one or more screens or
fall into a random quality control check. Reviews would include
consideration of quality and access issues, effective use of

services, and PSRO and JCAH findings.
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Providers would be given an opportunity to comment on costs
the State Board found were not approvable. Budget reductions
based on modifications in operation would be scheduled.

3. Approval by State Board

The State Board would receive 8 recommendation for the
provider budget arrived at by a negotiation between consumers
and the provider (who may be assisted by an association of
providers). Employees of the provider would be represented by
persons nominated by their unions. The consortia would participate
in this process. State Board representatives would be available as
technical advisors. In the event no timely recommendation was
received, the State Board would proceed on its own.

The State Board would have the final authority (subject to
reconsideration, appeal, and court review) for approval of
provider budgets. The approval would take account the budget
limits imposed by Congress and the National Board, HSA area plans,
demographic factors, expected cost inflation, effect of approved
capital and service modification plans, effects of acceptable
wage increases, and efficiency objectives for the institution.

The budget approval would establish, subject to adjustments,
total amount reimbursable to the provider under NHI and could
establish maximum levels for subparts of the budget subject to
transfers among the subparts within specified limits.

4. Reconciliation of Accounts

The hospital would be required to submit a reconciliation

of accounts at the end of the year. Differences would be
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recognized in subsequent budgets to the extent appropriate.
Expenditures for noa-approved purposes could not be reimbursed
unless subsequently approved.

S. Definition of Includable Costs

Costs included in provider budgets would be reasonable
costs of services generally provided by hospitals. Specific
provision is made for certain elements as follows:

(a) Payments to physicians under contract with the provider,
payments to all radiologists and pathologists providing services
in a hospital, and payments to physicians service patients in a
mental hospital would be included in the provider budget. Pay-
ments to other specialists could be added to provider budgets
where deemed appropriate by the Board.

(b) Wage increases for non-supervisory employees would be
approved to the extent the Secretary determined such increases
were reasonable.

(c) Payments for services rendered to non-covered individuals
would be included in the Budget.

(d) Depreciation costs would be excluded. Principle pay-
ments on debts incurred before enactment of NHI and costs of
small capital expenditures would be included. Costs for new
major capital expenditures would be included in a lump sum
payment or in the form of amortization payments for debts to the
extent approved in the planning process. Covered costs would
also include costs associated with institutional closings and

cutbacks.
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(e) Profit for investor owned facilitics would be
allowable to the extend currently provided under Medicare.

6. Capital Expenditures

The capital elements of a provider's budget and operating
costs stemming from capital and service changes would be
reviewed in coordination with the planning process, subject to
NHI limits. Approved capital expenditure limits could be
exceeded by an amount equal to one-half of the amount that
operating expenditures were below the operating expense limit.
Planning approvals for purposes of provider budgets would take
into account area needs, cost effectiveness, projected cost
changes, alternative means of making the proposed changes, and
HSA recommendations.

7. Uniform Data Reporting Requirements

The National Board would establish uniform data reporting
requirements for the provider budget. Data ohtained would be
disclosable to the public.

8. Basis of Payment

Interim payments would be made by insurers on the basis of
est.mates of the proportion of resources used by persons
covered by the insurer with adjustments made at the end of the
year. The basis of apportionment of provider costs by insurer
would be set by the National Board; such basis would be designed
to produce budgeted revenues without requiring a large amount
of patient-by-patient data. The National Board could establish

a single method of apportionment or more thaa one for a class
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of providers. The State Board could be given a number of
specified choices as to methods of apportionment. The National
Board could periit States to experiment with alternative
approaches.

D. Physician Fee Schedules

1. Long-term provision

The bill would require participation of a physician as a
condition for NHI reimbursement. Participating physicians would
be required to accept program payment as payment in full for
covered services.

Participating ﬁhysicians would be paid on the basis of fee
schedules designed to provide payment levels consistent with the
budget. Insurers and State Boards would be required to report
to the National Board when deviations occurred, and State or
National Boards would be required to take necessary corrective
action.

The National Board would develop a national relative value
scale for services based on time and effort involved, difficulty of
performances, cost to provider, and social disirability of the
service. The RVS would serve as a guide for modifying fee
schedules. The Board would develop a policy for variations
permitted in fee schedules taking into account variations in
costs, variations in non-physician earnings, and reasonableness
of rates of change (avoiding rollbacks in fees). The established
fee for a given service which could be provided at essentially

the same level of quality by two or more categories of personnel
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(primary care physician and specialist, or physician and non-
physician) would be at the level reasonable for the lesser

cost personnel. The National Board, with the advice of a
Commission on Reimbursable Medical Procedures, would determine
those services which would be included or excluded from the list
of reimbursable services. New services would be added as approved.

The National Board, based on the advice of the Commissions on
Benefits and Quality, would encourage or prohibit reimburse-
ment for specified procedures based on developments in clinical
science and practice and would establish a list of high cost,
elective or overutilized services which could only be reim-
burses under specified conditions.

The State Board would be authorized to encourage and award
HRDF funds to finance programs of continuing education and
Professional development through PSROs or other private agencies.
Based on the recommendations of 8 PSRO, an insurer would elimi-
nate or reduce payments on a pro rats basis for specified
services for providers found to abuse or misuse the services.

Every five years (or earlier upon the call of the National
Board or petition of 25 percent of participating physicians)
negotiations would be reopened on relative values and fee
schedules. If the negotiation failed to arrive at a concensus,
the schedules would continue unchanged except for the normal
updating process. Strong evidence for re-examination would be
considered to exist when the rate of growth in total payments to

physicians exceeded the rate of growth in the GNP. Modification
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in fee schedules would be made after an opportunity had heen
provided for negotiation between payors and physicians.
Physician representatives would be nominated by peers in the
category of physicians involved in the negotiatioms.

The National Board would develop a formula for establishing
year-to-year changes in fee schedules taking into account
increases in non-physician earnings, office costs, limitations
on increases in line with Board policy, and the results of
negotiations.

An award system would be established to recognize unusual
merit among participating physicians.

2. Initia) Provision (effective before payment of

benefits). The Board would set State (or area) fee schedules
based on averare medicare levels in the year or enactment after
. application of the Medicare index.

If a physicians' customary or billed charge was less than
the schedule that is the amount which would be paid. If a
physician's Medicare approved charge was higher than the fee
schedule he would be paid at that rate, but this rate would not
increase until the fee schedule catches up to it through the
indexing provisions described above. Medicare, Medicaid, and
all private insurers intending to participate in the program
would reimburse physicians under these rules.

3. Services provided to a person not then enrolled

with an insurer wculd be paid for by the insurers with which

he later enrolls.
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Part VIII -- Miscellaneous Amendments

This part would make appropriate changes in the Social
Security Act to extend PSRO requirements to all services and
all providers under NHI. PSRO activities would be funded
through general revenues. This title would also modify Section
1122 of the Act (limitation on Federal participation for capital
expenditures) to confora to other provisions in the bill relat-
ing to health facilities planning. A provision comparable to
Section 1879 of the Act (limiting the liability of the benefi-
ciary to pay the costs of certain non-covered services received
where the beneficiary believes services are covered) would be
incorporated under NHI.

The Railroad Retirement Act would be modified to take into
account changes in the Mcdicare program. Other statutes would
also be modified to conform to NHI except no changes would be
made in any veterans legislation.

The IRS Code would be amended by repealing the deductions
allowed for health insurance premiums for covered services.

This part also specifies the effect of NHI on existing
employer-employee health benefit plans. NHI would not affect
or alter any contractual or other nonstatutory obligation of
employers to pay toward any or all of the cost of services if
the affect or alteration would shift the obligation to pay the
costs in any part to employees, dependents or survivors. The
obligation would continue and apply as an obligation to pay

the employee premiums under NHI. The per capita monthly amount
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required to be paid by the employer under this provision would
not exceed the greater of either: (1) the per capita monthly
employer cost of providing or paying for health services in the
month prior to implementation of ANHl, or (2) the per capita
monthly employer cost which would have been incuired in the
absence of NHI. If the employers per capita monthly obligation
was greater in the month prior to implementation of NHI than
under the new program, the excess wouid be used to provide other

benefits or rebated to employees at least for duration of the

contract or other obligation.
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May 14, 1979

HEALTH CARE FOR ALl AMERICANS ACT

INTRODUCTION:

This proposed new national law has been devcloped using
the social insurance principles that were embodied in the Health
Security Act and supported by a broad coalition of institutions,
including laﬁfr unions, health providers, religious organizations,
social agencies, and others. The Health Care for All Americans
Act proposes to i1mplement these social insurance principles
through private insurers, rather than government. This new act

proposes, indeed, a progressively financed comprehensive health

insurance program for all Americans using government-regulated

private insurance.

Major featurves of this program include:

-- Income-related premiums

-- Maximum on premium payments of individuals equal
to the value of the protection received (most
individuals will pay considerably less)

-- Limits on the rise in health costs through
budget controls and reimbursement re;orms

-- Fair, negotiated, reimbursement rates

-- Incentives to individuals, insurers, Statcs,
and providers to hcep down rates

-- The redress, over time, of the maldistribution
of resources

-- Reform of Medicaid, eliminating the means tests

as a condition of eligibility for covered benefits

-- Retention and improvement of Medicare.
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The Health Care for All Americans Act would rely heavily
on private health insurers, health care providers, cmployers,
unions, and the American consumer. Most of the costs of the
improved insurance coverage and most of the administrative respon-
sibility is left with these private institutions and individuals,
and outside of government.

The government's role is to guarantee that every American
is provided comprehensive health insurance coverage, and to assure
that private institutions work to make good health care available
to every American at costs that the individual, employers, the tax-
payer, and the Nation can afford to pay. The government performs
these roles by presiding over ncgotiations on private insurance
premiums and doctor and hospital payments, by regulating privatc
insurers and setting budgetary limits on total health care costs,
and by encouraging competition. Finally, the Federal Government
would operate an improved Medicare program covering all elderly
and disabled Americans, and States would operate a residual,
reformed Medicaid progranm.

This proposed new law, in short, proposes to implement
Health Security principles by building on the best in both private
institutions and government. The new Federal costs for this broad
program, with no deductibles and coinsurance, would apfproximate

$30 billion when implemented in 1983.
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SUMMARY :

This national health insurance plan is designed to assure
every American choices among the best health plans our Nation has
to offer and free choice of provider of health care at a cost
that employers, individuals, and government can afford to pay.

1. The plan preserves and builds on the best in private

health insurance and health care.

Private health insurance carriers and HMOs would
be a mainstay of the program. They would be called
on to provide insurance plans which meet or surpass
Federal standards and to administer the insurance
according to insuring practices now ia use. The
benefit standards for the insurance progras wo'1d be
modeled after the best private plans now available
through employers and labor unions, without deductibles
and coinsurance. Under this plan insurers and HMOs
would be able to compete for business, both on the
basis of their efficiency and service to customers
and on the basis of the range of benefits they offer
above the standard benefits or the actual price of
their program for the employee or individual. Employ-
ers and unions would continue as at present to nego-
tiate with insurers and HMOs for the best possible
plan and pay premiums to these insurers. Individuals
who are not employed, including those currently on
Medicaid programs, would also be provided choices among

the same insurers.
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The program depcnds on private doctors, hospitals,
health centers, and other health carc practitioncrs to
pfq;ido the care it covers. In return for caring for
the program's beneficiaries, providers would be guar-
anteed fair payment from the participating private
insurers, HMOs, or Medicare. Doctors, hospitals, and
other providers would be parties to negotiations to
establish fair budgets and fees in every State or arca.
Negotistions would also relate to improvement in the
accessibility, efficiency, and quality of care.

The plan preserves and strengthens the Medicare program

the elderly and disabled--and reforms Medicaid.

Medicare would be extended to all Americans over
65 or disabled and would be improved to include the
same broad coverages as the standard private insurance
plan, with no deductibles and coinsurance. 1n addition,
Medicare and private insurance plans would operate iden-
tically in how they pay doctors, hospitals, and other
providers, and how they adainister their activities.
Medicare eligibles would receive additional benefits
beyond those covered for the general population.

The private health insurance plan of their choice
would be provided to people formerly on Medicaid,
including all people who receive Supplemental Security
Income. No means test would have to be met any longer

by any American to rcceive these private insurance
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benefits. The Medicaid program would bc reduced to
residual State programs to provide scrvice not covercd
by the private insurance plan.

The plan assures freedom of choice.

Employers, unions, and individuals would have the
freedom to choose their private insurer or HMO, and to
choose their physicians. Medicare eligibles also would
enjoy a broadened choice of HMOs or other health care
arrangements. Most Americans could choose the same
insurer, HMO, or physician they have today, but would
find other options open to them--if they want to change
--as the program develops.

Likewise, insurers and health care providers would
be free to participate in the program or not, and to
choose their styles and place of practice or business.
Through four national consortia, insurers and HMOs
would regulate their own affairs within broad Federal
regulations. Through elected representatives, doctors
and hospitals would negotiate fees, budgets, and other
provider concerns under the plan.

The basic rules of the plan, such as requiring
everyone not eligible for Medicare to choose insurance
coverage, requiring payment of income-related premiums,
requiring participating physicians to accept plan fec
payments as pavment in full for all patients, and

requiring open enrollment and community rating by
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insurers, are neccssary to assure that all Americans

are provided full insurance coverage and quality health
care. Most restrictions in the plan, such as those
resulting from yearly limits on national, state, and
area expenditures for health care, maximum doctor fees
and hospital budgets, and community insurance rates
would be based on good faith negotiations among provi-
ders..insurers. employers/unions, consumers, and govern-
ment aimed at assuring good health care for all, at
reasonable costs with fair payment to pruviders.

Every American could choose the best in private insurance

or HMO plans, privately or through Medicare in the case of

the aged and disabled, regardless of whether he is employed,

whether he is part-time or full-time, what his health status

may be, or any other factor.

All employers must contribute toward a plan meet-
ing at least the Federal standard for all of their
employees. Self-employed and non-employed individuals
would enroll in these same plans and pay a premium
related to their incomes. Individuals would enroll or
change enrollment with the insurer or HMO of their
choice during an annual open enrollaent season. No
one could be turned away or charged more than the
premium set by law. Pz2ople who change jobs or are
unemployed might stay with their same insurer or elect

a new one, but their coverage would never stop.
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Gcvernment agencies would help small caployers
and individuals shop for insurance and enroll in the
plan of their choice.

Finally, no one can ever be deprived of thci
right to insurance. Even if individuals default on
their premiums, the insurance continues, with bad debts
paid to insurers by government and collected thiough
the existing government system for collecting amounts
owed to it.

All Americans would be guaranteed that their doctors

or hospitals would be paid in full by insurance for covercd

hcalth services--from birth to death--with no gaps bctween

jobs or waiting periods.

Under the plan, the government would guarantee
doctors, hospitals, and other providers that they would
be paid at negotiated rates. For patients who huvc
forgotten to enroll, lost their health care, or do not
know who their insurcrs are, the doctor or hospital
would bill a public agency, which would identify the
appropriate insurer or enroll the individual with an
insurer and require that the provider be paid.

Neither the doctor, hospital, nor insuring organi-
zation would necd to know whether the patient is rich
or poor, employed or unemployed, self-sufficient or on
welfare. The health insurance card indicates only with
whom they are enrollcd--and even without the card,

payment is guaranteed.
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All employers and individuals arc _assurcd they wifl

a fair and affordablc premium for health insurance.

Traditional insurancc premiums arc set oun the
basis of an individual or group health care expericnce,
and the same flat premium is charged to employers and
individuals for everyone in the samec group or with the
same experience. Individuals with low incomcs arn!
employers with less profitablc businesses find it nhard
to pay such a flat premium per person and usually buy
minimal insurance or none at all.

Under this new national health insurance plan,
employers and cmployees pay premiums related to wages
--and individuals with non-wage income over $2,00% per
year pay an income-related premium. The maximum paid
by an individual would be the negotiated community-rated
premium, which would not exceed the actual valuc to the
individual of the health insurance coverage.

This approach allows all employers and individuals
to afford to buy the best in hcalth insurance or HMO
coverage, paying a premium based on wages or income,
without regard to past health care experience or any
other factor. It also means that virtually every person
with income makes a contribution toward ..e cost of the
plan--proportional to their income.

As is the case at nrcscnt with the best 1asurance

plans in the Nation, the =mployer would pay most of the
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total preaium, with the employee sharing up to 35
percent, or less based on labor/managemcnt ujrcemcnts.
In order to be fair to higher-income individuals, o
limit is set such that the employee or other indavi
dusl's premium share never exceeds the actual communit:
insurance rate for their insurancec coverage.

In order to be fair to employers, if the premiun
for this new insurance exceed their current premium .-
a percentage of wages by more than threc percent- und
if their profits are adversely affected by it--the
government will credit their taxes for part of the
excess.

The burden of health costs of people on welfar~
wouid not be placed on employers or individual prcmium
payers. Instead, the premiums for insurance for people
who are on welfare (including those receiving Suppic
mental Security Income) would be paid by the State and
Federal Government based on the actual costs of kcalth
care provided to these individuals. The States' cosis
for these premiums and residual Medicaid would be
limited to no more than would have been the Medicaid
cost in the absence of the plan. The States would,
overall, experience lower costs under the plan, espe-
cially if the costs of State-owned facilities are t.ken

into account.
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All wagc-related and income-related premiums ave ptid
to the insurers' consortia. The premiums would then
be allocated by the consortia to individual insuvcrs
on an experience-rated premium basis for cach inswier’-
enrollees. In most cases, the insurer$ would he the
same ones people deal with now. The government wouid
guarantee that the wage-related and income-relsted
premiums raise enough revenue to pay fotr all health
care covered by the plan except for thosc perscns
eligible for Medicare, SSI, AFDC.

Financing for the separate and improved Medicnic
program would be as now, except that participdation in
the full program would be mandatory, and Medicare t.ac~
would apply to all wage earners.

All Americans would be assured they can afford the

health care they need.

The plan would cover everyone for a hroad auriav
of unlinited health services, with provisions for
developing expanded long-term care, home health carc,
and other benefits over time. These services would he
paid for by the insurer or HMO at no additional cost
to the individual beyond the income-related premium.

Doctor, hospital, and other health care bills
would be sent directly to the insurer based on the
patient's health card, and the insurer would pay them

directly at negotiated rates. The patient would never
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have to pay the bill and then bc reimburscd- -nor weuld
there be any additional chi-2e to the patient over and
above what the insurance pays. The paymcnt systcem
itself would be easier and less costly tor both proii
ders and insurers.

These provisions virtua{ly eliminate the fear of
unaffordable health carc cos*s from Americans’ lives.

The plan would work to make the best in American health

care more accessible in every community.

The plan aims, over time, at getting adequate
numbers of physicians, health centers, and other nceded
services actually available in every community--while
discouraging still more services where there is alrcady
an excess. The plan would encourage a redistribution
of health services by slowing growth in hospital hudgets
and total expenditures in oversupplied areas and cncour-
aging more rapid growth in shortage areas. Consistent
with State plans for hcalth care, health care providers,
employers, unions, and consumers would develop state
and national health budgets that allocate available
resources to the communities where need is greatest;
and they would negotiate fee schedules and budgets for
individual physicians, hospitals, health centers, and
other providers consistent with these budgets.

The plan would also establish a Health Resourccs

Distribution Fund to make grants to start up needed
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services and would establish programs of dats collce-

tion, research, and demonstration to identify prohlcas
Jl; find ways to furnish good health carc to everyone

in the country over time. Special studies would focus
early on the needs of special populations, such as thc
elderly, disabled, migrant workers, American Indians,

the poor, and women.

9. The plan would work to slow down the rise in costs

of health ' 're and insurance premiums in the Nation for

employers, for government, and for individuals.

The plan aims at slowing rising costs through com-
petition, through negotiations, and through hudgetcd
limits.

Competitive Incentives for Insurers and HMOs:

Insurers and HMOs are given competitive incentives

to operate efficiently, to assure provider fce sche-
dules and budgets are complied with, and to offer
health care in more cost-effective ways. First, they
are free to market their plans to everyone in the
Nation, and the more people who enroll because of the
advantages of their plan, the more the insurer stands
to benefit. This creates an incentive to control costs
in order to offer broader benefits at the negotiated
community rates, or the standard bcnefits at a reduced
rate. The plan allows 1nsurers to do both by permitting
“rebates' or '"dividends" to be paid to enrollees when

the plan's costs are lower than the community rate.



303

Second, insurers and HNOs would have to absorh
any financial losses incurrcd if their negotiuted
community rate fails to cover the costs of health carce
services to their enrollees--i.e., they aie "at vish.”
This creates further incentive for efficicnuy and
careful monitoring of claims, fee schedules and budgct...

Third, insurers and HMOs would hec permitted (0o mak.
spccial arrangements with doctors, hospitals, or other
providers to pay amounts less than the amounts that
would result (rom following the negotiatcd feec sche-
dules or budgetcd rates. They would then uftier such
special arrangemcnts tuv everyonc who enrolls with them,
with any savings [rom the community-ratcd premiums
converted into more benefits or premium rebates.

I'inally, inccntives for insurers to coapete hy
e\pericnce rating oy risk selection--which aggravate
tiic overall covts of .are problem by increasing costs
t the ill--arc climinated by carcful government regu-
lation of open curollment, how plans arc priced and
advertised, and other marketing practices, and by the
insurers and 140s >elf-regulating efforts within con-
sortia.

Incentives f.r Urovider. of Health Care and Paymcnt

N gjotiations:
Providers of health care would he given incentives

to assure fair billing und good wedical practicc 1a
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order to keep health care costs to the levels they
helped budget for the State, and for which they nego-
tiated fee schedules and budgets. This is accomplished
by putting providers "at risk" for any cost overrun.
That is, doctors would have to renegotiate or “pro
rate" fees for the remainder of the year if, based on
reports to the government by the insurers, fee payments
were being made at rates that would exceed the budget
(except for epidemics and other explainable causes).
Hospitals also would be required to absorb any such
overruns. In addition, providers would be encouraged
to form HMOs and would be free to make desirable
arrangements with insurers or HMOs for new forms of
care at payment rates at or below the ccsts trat would
result from following the negotiated fee schedules and
budgets in order to compete for patients.

Negotiation of fee schedules, hospital and ;ther
provider budgets, and national and state community-rated
premiums are critical to the plan's approach to cost
control. Under the plan, providers of hecalth care
negotiate with those who ultimately pay for health
care--namely, employers, unions, individual consumers,
and government--to agree on what payment rates and
budgets are fair and reasonable. 1In turn; based on
these fee schedules and budgets, the government nego-

tiates with insurers and HMOs to establish fair and
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reasonable community-rated premiums to cover seriiccs
in cvery State, and to set national wage-related .ud
income-related premiums adequate to pay these comaunity
rated prcmiums.

Incentives for Eapioyers, Employecs, and State

Govcrnments:

Employers, unions, government, and individuals aic
given incentives to ncgotiate to kcep costs down by o
provision that allows the actual wage-relatcd premiuas
for a State to be reduced below the national rate if
the State spends lcss on health care than its budgct
limit allows. The Statc's premium for AFDC benctica-
aries would also be reduced by lower health costs.

All of the negotiations, both those with providers
of carec und thosc with insurers, arvc based on a joint
cffort to plan neceded services in each State, project
their realistic costs, and make necessary choices under
the budget limits sct (or the Nation and each State by
formulas 1n the law.

Budget Limits:

The overall nutional and state budget limits in
the plan are designcd to slow cost increases to the
ratc of overall incrcasc 1n the rest of the cconomy,
and to encourage -omc scrvices and areas of the countr)
to increase faster than others. They arc not designed

to stop increascs in hecalth care costs, and arc gcucrous
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enough to allon improvements in the quality and
accessibility of carc. 1lhese budget limir . weuld !
firm and stated specifically in the law they comnd
not be exceeded by the wage-rclated or i1ncome-reait o
premiums set under thc plan, or by the ¢ amumity ot ’
premiums negotiated with insurers and HMOs.

The combined effect of these incentiies, ncgtia
tions, and budget limits would result in providiny muic
and better health care, which after just a few ‘cars
would be provided at lower costs than 1f our health
system were left unchanged.

American ¢ tizens would be assured that private tn.treu ¢

and health care institutions would retain most of the respen

sibility for this plan--and would be required to mcet higher

standards set by government to assure every American obtains

the best in insurance and health care.

Under this plan, government at the tederal and
State levels would act as a convenor of private inst)
tutions to plan, budget, and negotiate, and as a rcgu
lator to assure all parties participate by agreed-upon
rules designed to assure fairness, competition, and
individual and institutional rights. In additionr, th:
elderly and disabled would be served by a governacnt run
Medicare program responsive to their special necds: ar

as a standard for other irsurance.

BEST COPY AVAILABLE
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The plan would rcsult in more responsibility being
placed with insurers and providers than ever bhefore in
the history of the Nation, and would define a ncw
government role in health care, putting government at
a considerable distance from the actual day-to-day

provision of health care.
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TESTIMONY OF SENATOR RICHARD S. SCHWEIKER, RANKING REPUBLICAN,
SENATE LABOR AND HUMAN RESOURCES COMMITTEE, BEFORE THE
SENATE COMMITTEE ON FINANCE ON THE SUBJECT OF
NATIM HEALTH INSURANGE
JUNE 19, 1979

Mr. Chairman, 1 appreciate the opportunity to present my views
on the subject of "national health {nsurance" to this distinquished
panel. Since my Committee shares jurisdiction over health care matters
with yours, I have devoted a great deal of thought to the issues you
consider today. Last Tuesday, June 12, 1 presented a comprehensive
health care reform proposal to the full Senate. I would like to
sumarize this proposal for you today in hopes that you will take it
into consideration as you act on this important matter. 1 believe
you will find much of my proposal compatible with proposals you
have introduced or are actively considering, such as Senator Dole's.

My proposal outlines legislation I will soon introduce on the
subjects of health care cost containment, catastrophic health insurance,

and preventive health care.

47-14710-79 - 21
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This comprehensive approach to the fundamental problems facing
our health care delivery system will: (1) reduce health-cost inflation
by encouraging large employers to offer their employees at least three
competitive health insurance plans and by requiring that at least
one plan offered by all employers contain a 25 percent cost-sharing
provision for hospital services up to 20% of family income in order
to be tax deductible, (2) provide all Americans with protection against
the costs of catastrophic medical expenses through tax incentives to
the private sector and improvements in the Medicare program, and (3)
encourage preventive health care by requiring that any tax deductible
health insurance plan must contain a prescribed level of preventive
benefits.

My package is designed to respond to three pressing health care
needs that are inextricably linked: hospital cost containment,
catastrophic health insurance, and preventive health care. Hospital
cost containment has been the subject of intense debate in Congress
for the past two years. Escalating medical costs have caused {ncreased
public demands for improved health insurance coverage, particularly
against catastrophic health care expenditures. There is also growing
awareness throughout our society of the advantages of preventive health

care and the need to improve access to it.
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Despite these clear public needs, Congressicnal action in all three
areas has been delayed by growing disenchantment with government regulation
as a solution to social problems, fewer government dollars with which to
attack them, and increased reluctance to pump scarce resources into the
Washington regulatory pipeline. In the health field, more and more experts
are concluding that fundamental reforms of the basic structure of our
health care delivery system are imperative if permanent solutions to these
problems are to be found.

I believe escalating health care costs result not from a lack of
regulatory controls on the industry but from the non-competitive structure
of the thinf-party health care reimbursement system. This system has been
encouraged to spread by our federal tax laws, which give generous deductions
to individuals and employers for purchasing broad and inefficient health
insurance coverage. To break this inflationary spiral, we need to
encourage consumers to participate in health care pricing decisions
and stimulate competition in the health insurance industry.

My proposal will change the nature of these tax incentives to
encourage the patient to pay a larger share of short-term hospital care
expenses, thereby bringing the patient back into pricing decisions. It
will also re-orient health insurance coverage to protect against the
costs of high cost 111ness, and encourage better health through pre-

ventive care.

REDUCING HEALTH COST INFLATION

The Public Need
There is no question about the need to reduce the unacceptable
escalation of medical costs in this country. In 1950, the average cost
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per patient day in one of America's hospitals was $15.62. By 1978, it had
risen to $227.52, an increase of almost 1400%. During that same period,
consumer prices as a whole had risen by less than 200%. Thus, the cost

of a day in a hospital from 1950 to 1978 rose by wmore than 7 times the rate
of all other prices in the economy. Within the last five years, moreuver,
the cost of an average patient day in one of America's hospitals has almost
doubled, whereas overall prices during the same period increased by less
than 50%. Rising hospital costs account for more than 40% of all health
expenditures and have thus been a primary cause of comparable increases in
all health care costs.

The federal government has a direct impact on this problem because of
its impact on the federal budget. The federal government will spend about
$54 billion in fiscal year 1980 on various health related programs. Of this
amount, federal expenditures for hospital care will be about $35 billion,
an increase from 1969 of $28 billion or about 450 percent. By 1984, federal
taxpayer expenditures for hospital care will reach $48 billion, an increase
of over 90 percent from their estimated 1979 level.

Government Response to the Problem

In recent years Congress has not been unaware of growing public alarm
over rising health care costs. As the ranking Republican of the Senate
Human Resources Committee anZ its Health Subcommittee, I have worked for
years in searching for ways to attack it. One of our primary initiatives
has been the Health Plaaning and Resources Development Act of 1974, which
has attempted to encourage the states and local communities to make more
effective use of our health care resources by reducing the duplication and

proliferation of health services, facilities, and equipment. In addition,
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I have authored legislation to promote the growth of Health Maintenance
Organizations, which encourage more economical wrys to deliver quality
health care by emphasizing preventive and ambulatory services through
internal cost containment mechanisms. Finally, recent Medicare and
Medicaid legislaticn has attempted to discourage fraud and abuse and
encourage greater efficiency in services reimbursed by the government
under these programs.

While I believe these Congressional actions hold great promise, it
must be admitted that their full impact will not be felt, nor their
success known, for a number of years. Meanwhile, growing public concern
over ever increasing rates of inflation requires more immediate action.

Recently, the Carter Administration sent to Congress the third in
a series of legislative proposals designed to reduce hospitals costs by
federal regulation. The bill would place hospitals under a form of price
controls whenever their rate of expenditures rose by more than HEW-
calculated standards. Thus, the Administration's plan to reduce health
care costs would focus on federal revenue caps.

While I share the Administration's goal of reducing hospital costs,
I believe its proposed solution would do more harm than good. Aside from
a disturbing number of technical difficulties in the way the program is
designed, the Administration's regulatory policy will do nothing to
attack the fundamental causes of health cost inflation, which are rooted
in the third-party reimbursement system. Establishing an HEW bureaucracy
to control hospital expenditures will itself be inflationary. lt.uﬂl
lead to anticipatory price increase and higher administrative costs.
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It will adversely affect quality of care by arbitrarily limiting national
health expenditures and inject the federal government into medical
decision-making. And it will preclude promising private sector efforts
to attack the problem in a non-regulatory fashion, such as the Voluntary
Effort and actions I will suggest here today.

The Administration is attempting to build public support for this
simplistic regulatory strategy by making it the centerpiece of its anti-
inflationary program. It argues that we do not have time to attack the
more basic causes of health care inflation because the problem of general
inflation requires more immediate action. Recent evidence, however,
has shown that this line of reasoning is deceptive, since the President's
cost containment bill will have only a negligible impact on the rate
of inflatfon in the economy as a whole. This point was originally
argued by Professor Martin Feldstein before our health subcommittee.

A reéent study by Data Resources, Inc. confirming his findings, estimates
that the impact of the President's cost containment bi1l on inflation

in the general economy over the next five years will be only one tenth
of one percent annually (see table #1). This {is understandable since
hospital expenses represent only 3.5% of the gross national product.

Thus, we should not be driven into a simplistic regulatory
solution to a complex health care problem by the Administration's
argument. Health care cost inflation is a serious problem in its own
right because of the devastating effects medical bills can have on
those who bear the brunt of them. While the number of people who
actually incur large medical bills is not large in number relative to
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Table 1

Rates of Inflation in the ?%
t stration's

1
Cost Containment Bill

Annual Percentag Rates of %\Lngo

1979 1980 1981 1982 1983 1984

No Cost Contairment Program 8.9 7.68 7.1% 7.08 6.8% 4.6%

Administration Cost Containment 8.9% 7.68 7.08 6.98 6.7% &S¢
ram '

DIFFERENCE 0 0 -1 -.1 -.1 -2

Source: The Macroeconomic Implications of the Hospital Cost Contairment
Act of 1979, prepared by Data Resources, Inc. (May, 1979)

BEST COPY AVAILABLE
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the entire population, the fact remains that almost everyone in our
society is a potential candidate for their devastating effects. As &
result of this fear, many people are spending large amounts of money
on inefficient health insurance protection. In addition, government
expenditures on health through Medicare, Medicaid, and other public
programs are rising so quickly that precious resources are being
diverted from other social problems. Thus, we should not be pushed
into ineffective regulatory solutions in hopes that they will reduce
inflation in the general economy. But we should look for effective
long term solutions to health cost inflation because it squanders
resources badly needed in other areas.

The Fundamental Causes of Health Cost Inflation

Contrary to arguments made by the Administration, escalating
health care costs result not from a lack of regulatory discipline,
nor from the unwillingness of the medical community to do something
about them. They result from the fact that 90% of the nation's hospital
bills are paid by insurance companies or other Lhird-party payors
not directly involved 1. .etting the price for that care.
An arrangement in which the patient (or consumer) demands a level of
service set nrimarily by the doctor {(or supplier), with a third party
picking up the tab, represents a "blank check" arrangement that is
bound to be inflationary.
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In addition, federal tax laws which allow employers and employees
to deduct cost of health insurance premiums have encouraged individuals
to purchase as much insurance as possible for routine medical services.
Over the last quarter century, the percentage of out-of-pocket exnenses
paid by the patient once he goes to the hospital has fallen from 50%
to 10%. Patients, therefore, have 1ittle incentive to monitor the cost
of services provided by the doctors and hospitals. By the same token,
doctors and hospitals have little incentive to monitor costs since
insurance companies or other third parties to the arrangement are paying
the bills. Ultimately, tue cost is borne by the patient in the form
of increased insurance premiums, in turn increasing his demand for more
insurance and more services and aggravating the inflationary spiral.

Anther reason for health care cost inflation s a lack of competition
in the health care industry. While the reasons are varied and complex,
a basic cause is the fact that few individuals have the opportunity to
make price-conscious decisions between alternative insurance plans.
Generally, an employer makes the choice of a health plan on behalf of
his employees. Where alternatives are available, employees do not
always realize direct financial benefits for choosing more efficient
plans. This lack of competition gives insurers little reason to
aggressively control costs.

Clearly, government-imposed price ceilings will not be an effective
solution to this problem. What is needed instead are incentives for
the various parties in this structure -- patients, doctors, hospitals,
and insurance companies -- to monitor costs and participate more

effectively in health care pricing decisions.
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Proposed Cost Containment Strategy .

Nr. Chairman, I propose to attack the problem of health cost
inflation by encouraging competition and encouraging the patient to
participate in pricing decisions.

My bi1) will require that employers with more than 200 full-time
employees, as a condition of deducting premium contributions from
their gross income, offer their employees the choice of at least three
health plans.

In addition, certain new tax conditions would apply to any
employer regardless of size. Each plan he offers must be sponsored
by a different organizational entity so as to ensure true competition.
In addition, the employer would have to make the same dollar outlay for
health benefits per employee, whether that outlay went entirely to the
employee's fnsurance carrier or was divided between prewium payments and
rebates to the employee.

If an employee chose @ plan whose premium cost was less than the
employer outlay per employee, he would be entitlcd to receive the difference
between the outlay and the cost on a tax free basis. This would ensure
that employees receive some direct financial reward for choosing lower
cost, more efficient health plans. Throughout this process, the role
of collective bargaining agents would be preserved.

In order to encourage the co.sumer to participate in health pricing
decisions, my bill will also require that one of the plans offered by all
employers, and by the government to its employees, contain substantial
cost-sharing provisions. At least one offering must contain a annual
copayment rate for hospital services of at least 25%, effective until
annual family medical expenses exceed 20%
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of adjusted gross income. Frequently, this >lan will have the least
expensive premium payments of those offered by the employer. Uhere
the cost is less than the employer outlay, a tax-free rebate would
result.

Requiring three health plans to be offered to employees by large
firms will work to lower health costs in several ways. Since it is
generally the employer who makes the choice of a health benefits plan
for this employees, the forces of competition are often precluded from
operating within employee groups. If that choice is passed through to
the employees themselves, more competitive alternatives will become
available. Ewlo,‘yees could compare notes and force insurance plans
to improve benefits and lower premiums to accosmodate their needs.

This process will be encouraged by the auiiabﬂity of tax free rebates.
Competition will also encourage health plans to provide clearer informa-
tional material to individual subscribers, thereby enhancing general
understanding of the salient differences between various types of plans.
*Multiple choice" marketing of health plans will force the insurers to
monitor the cost, quality, and overall efficiency of doctors and

hospitals in an effort to make premiums and benefits more competitive.

It will thus encourage people to choose the lower cost health plan and
thereby promote cost containment even where the patient does not directly
pay for the service or is otherwise indisposed to be conscious of price.
Finally, multiple choice creates a climate in which innovative health care
plans with internal cost containment mechanisms will ﬂouris!i. The
"pultiple choice” concept was originated by Dr. Walter McClure of
Interstudy, and I beljeve it will be a major contribution to pro-competitive
efforts in the health care industry.
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£ncouraging employees to select a high coinsurance plan will also
have significant results.

Studies done by ncted health economists have shown that re-involving
the patient in hospital care pricing decisions will result in consider-
able savings. If third-party payors picked up 85% of the hospital
bill instead of the present 90%, then the dollar value of ineffectual
hospital care and testing eliminated by doctors and patients acting
together would exceed the Congressional Budget Office's estimates of
the Administration plan's savings.

Such a modest change in health care financing would save more than
the Administration's plan because patient cost-consciousness will be
aroused. Currently, for every ten cents a patient haa to pay, a third
party paid ninety cents. If the patient paid fifteen cents for every
dollar's worth of care he received, the third party payor would finance
eighty-five cents. The financial leverage facing the patient would be fuida-
mentally altered. Instead of each $.10 patient payment resulting in a $.90
insurance side-payment, my plan would encourage a 25 percent patient payment
and a 75 percent insurance company payment. Bearing a greater percentage
of the direct cost, the patient would lower his demand for some heaith
services. There are studies available, however, showing that this should
not affect the quality of health care if it is appropriately linked to ability
to pay. I have great confidence that patients and doctors working together

will be better able to eliminate wasteful medical practices than the Department

of Health, Education and Welfare. One would certainly expect that those

o
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with the greatest amount of self-interest in cutting wasteful hospital
expenses would do a better job than those far away from the scene. It
is for this important reason that I have rejected the regulatory approach
suggested by the Administration and sought instead to find a way to
increase patient cost consciousness.

Cost Impact of Proposed Cost Containment Strateqy

Table #2 summarizes the estimated annual savings from my plan to
the federal, state, and local governments, and to the private sector.

Table #3 states the estimated impact over the next five years,
assuming gradually increasing acceptance of the 25% copayment option.

While equal employer contributions with tax deductible prenium rebates
has not been made available nationaliy as an incentive to encourage con-
servation of medical resources, empirical examples do exist where
savings have been achieved through competition between various plans,
copayments for medical expenses, and preventive coverage.

In 1978 the University of California offered several plans to its
80,000 employees. Included among them were first dollar coverage plans,
health maintenance organizations (HMO0's), and low-option plans with
copayments and deductibles. The low-option plan requires a $100 deductible
and a 20% copayment up to a level of $3100 in medical costs, for employee
premium savings over a basic and major medical package of $61 per month.
0f the 80,000 employees in the University of California system, 23,000
prefer this plan even though there are no provisions for tax free premium
rebates and they are losing an $11 subsidy per month from the University.
As ot institution, the University does not provide "self-insurance”
for the first $700 of out-of-pocket payment which is required before
the plan covers 100% of medical costs, so individuals are willing to
bear the risk of paying $700 in order to save $61 per month.
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Table 2

ANSUAL FISCAL 1KPACT OF SCHuEIKER COMPREHEXSIVE HEALTH PLAN

11. State &nd local Goverrerent

Savings From Hospital Cost Contsirment 1

Cost of Nedicare Improveszents

Reduction in Tax Revenue

-$2.5 dilliom

§0.8 billiam

$1.5 bidlion

Net Savinas

$0.2 billion

117.

Cavirgs Fram hospital Cost Contairzent 1

Reduction in Tax Revenue

~ $0.7 billiee

$0.2 hi¥prom

—— -

Net Savincs

$0.$ bisdj,

Privete Sector

Savincs From hospital Cost Containsent 1

Reduction in Taxes

Cost of Preventive Health Programs 3
Cost of Cetestrophic Pooling Progras

=-$4.3 billiom

=-$1.7 billisa
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Sumary of Fiscal Impact

Savings From Hospital Cost Contairment 1 ~$7.5 hi¥lion
Cost of Medicare Improvments $0.8 bi)i{om
Cost of Preventive Health Programs 3 $2.0 billioe
Coct of Catastrophic Pooling Program $1.0 billioce
Net Savincs $3.7 M3!3§

ksgzes that 41Z of populatica enrolls in 25§ copaymest plan.

Goversn.ent revenves fall because business deductions rise by $8 bi)1lsom
reflecting the cost of new expenditures for catastrophic health insurance
praniuns and preventive health initiastives. Goverisent revenves rise
becacse itemizable deductions for medical expenses falls dve to uaiversal
catastrophic health insurance.

Jt is believed that preventive health measures will result ia significemd
systewide savings due to lower gxpenses required to treat illpess djagnosed
early and a reduction in tbe amount of productiom lost because of worae:s

illzess. But no savings are incluled as an offset against 62 billjow in
nev preventive expenditures.

BEST COPY AVAILABLE
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Table £3

freix) Yospits) Pxpenditur=e  (§ billions) 1960 - 198k

1980 1981 1982 1983 198k  Total

¥o plan $93.6 104.9 117.4 1N.T 147.9 595.5
Schveiker ;lan $01.2 100.M 110.% 12:.6 13k.2 557.1
Savirss: $2.4 &5 1.0 10.1 12.8-  37.8

Hospital Savings Under the Schweiker Comorehensive Health Plan 1980 - 1984

(.$8illions')
YEAR  —ots] Private Sector 3iate and locel Government  Federal Goveirnar
1980 2.k 1.4 0.2 0.8
1981 k.5 2.6 0.4 1.5
1982 1.0 4.0 0.7 2.3
1983 10.} 5.8 1.0 3.3
1984 13.8 7.9 1.4 _4.5
$37.6 $21.7 $3.7 $12.4
Assunptions:
1. Enroll-ent changeover to 25% co-payment option: of privar.ely
. 1980 13% qn_ploxed populatic
1981 29%
1982 41s "
1983 53% "
1984 65% .

2. Estirates of national hospital expenditures in 1979 and 1984 without a
policy change are those provided by the Administration

3. Hospital expenses Letween 1979 and 1984 grow at a constant rate during the
period

4. An enmcloyee who elects the 25V co-payment option will order 20% less in
hospitel services than one who has an 180 co-payment policy.

- Doctors will treat medicare and medicaid patients in the san»e manner as
they will treat privately funded patients. Since private patients will
be cutting back on their purclases somewrat, doctors will trest publicly
furced zatients with somewhat lower resources than otherwise, too.
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The State of Hawaii offers an instructive case of competition in
health care plans. Hawaii{ has two dominant medical insurance plans,
Hawaii Medical Service Association (KMSA) and the Kaiser Foundation
Health Plan, Inc., an HM0. Competition between these two plans has
required emphasis on appropriate utilization of services by its
members and cost containment in all areas of health services.

While HMSA had been functioning since the 1930's, the Kaiser Foundation
only entered the Hawaiian market in 1958. Since the entry of Kaiser,
HMSA has expanded its benefits and further emphasized cost containment

in order to compete. In 1960 HMSA instituted first dollar coverage for
such preventive services as biennial physical examinations, routine
well-baby checkups, and immunizations. In addition Kaiser's presence

in Hawaii prompted HMSA to develop its own HMO package. Competition

from HMSA, on the other hand, has forced Kaiser to keep its premium rates

competitive.

47-1470-79 - 22
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CATASTROPHIC HEALTH IMSURANCE
My bi11 will ensure that all Americans have “minimum catastrophic

protection™ to protect them against the cost of all medical expenditures
(other than long-term nursing care) over 203 of annual family income.

For the employed population, tax deductions for insurance premiums

will not be allowable unless a plan contains this minimm level of
protection. Additional federal payments will finance catastrophic
protection for the elderly under Medicare; and a special insurance pooling
arrangement will be used for small-firm employees, uninsurable risks,

and those without access to health insurance.

Current Health Insurance Needs

Until recently, there were large numbers of Americans without health
insurance. This led to a host of private and governmental efforts to
increase the general zvailability of health insurance coverage. As a
result of such efforts, we find that today more than 90% of all Americans
have access to some form of public or private health insurance coverage.
Much of that coverage is inadequate, but the fact that most Americans
have swme form of {nsurance coverage is quite significant. It means
that the primary challenge facing us today is to re-orient existing
insurance arrangements rather than supplant them with a government-
run insurance program,

While there are many areas for possible improvement in insurance
coverage across the nation, available statistics indicate that a primary
need is to improve protection against the expenses of catastrophic illness.
Statistics on the number of Americans without catastrophic coverage
range from the Administration's figure of 40% to the Health Insurance

o
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Institute's estimate of 125. Clearly, millions of Americans now live with
the fear that a serious injury or illness will lead to bankruptcy, yet a
large number of insurance plans do not contain adequate coverage of these
costs. As my colleagues are avare, no feature of national health insurance
has more popular support or is demanded more often than improved protection
against catastrophic health costs.

The need for catastrophic insurance is particularly strong among our
elderly citizens who tend to have higher medical expenses than other segments
of the population. Current Medicare benefits, with high copayments and
deductibles, a 150-day hospital confinement 1imit, and no upper ceiling on
patient cost-sharing, give our elderly citizens little protection against
very high hospital bills.

Many Americans, moreover, are without any health insurance coverage,
not because they do not have access to health benefits plans, but because
changes in circumstances have caused their coverage to lapse. Individuals
who fall into this “gap” include the tesporarily unemployed, children
previously covered under their parents' health plans who lose coverage
upon reaching the age of majority, and spouses and children covered
under a family plan whose health coverage ceases due to the death of
an insured head of household. Additionally, many employer plans do not
cover spouses and family members.

Proposed Catastrophic Plan

My bill will ensure the availability of catastrophic health insurance
protection to the entire population without an additional federal program
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and at a cost to the federal government of only $0.8 billfon. This
additional federal cost will result almost entirely from adding cata-
strophic benefits to the Medicare and Medicaid programs. For the rest
of the population, catastrophic coverage will be made available through
some relatively simple adjustments in the existing private insurance
market.

A. For employed individuals and their families: Rather than establish

a government-run catastrophic insurance program, 1 propose to utilize
the tax code to require health benefits plans of employers with more than ﬂ
50 employees to contain catastrophic benefits. Under current law,
employers may for tax purposes deduct from their gross income any con- ol
tributions they make for employee health benefits plans. In addition,
these employer contributions are not included in the employee's taxable
income.
My bill would require that any health benefits plan would have to
contain minimum catastrophic coverage if the employer and the employee
were to continue to receive the benefit of these deductions and exclusions.
For these purposes, minimum “catastrophic" coverage would be defined as
complete coverage, without copayments, of medical expenses incurred
annually by an individual and his family in excess of 20% of the family's
adjusted gross income. Relevant medical expenses would include inpatient
hespital care and certain other Medicare-covered expenditures.
I have chosen a percentage of annual income as the catastrophic
threshold rather than a fixed dollar level because ! believe any determination

of which expenses are catastrophic in nature depends on family income.
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A $10,000 hospital bil) might not impair the well being of a wealthy family,
but 1t would create unbearable financial strain for a family with a $15,000
income. For reasons of equity, then, catastrophic expenses should be
measured in proportional terms, reflecting differences in the ability to
pay a hospital bill of a given size.

Avaflable information indicates that catastrophic benefits, when added
to existing health insurance policies, are relatively inexpensive, depending
on the level of underlying basic coverage. Therefore, most large employers
would probably be able to absorb the cost of these additional benefits
without undue hardship. However, my bill would not specify who would pay
the cost of these health insurance premiums. That decision would be left
to the collective bargaining process.
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8. For employees of small firms and of those without employer heslth plans:
For those who work for small empioyers (fewsr than 50 employees)

and for those without access to any employer health benefits plan, my bill
would use a ''pooling mechanisa' to provide catastrophic health insurance
protection.

Toward this end, my bill would provide that insurance carriers would
be required, as a‘condltlon of participating in federal health programs such
as Medicare and Medicald, to enroll such individuais in proportion to their
business in any state. States would be encouraged to set up programs to
keep track of whether insurance companies were moeting this obligation and
to assign to carriers individuals without access to employes health plans.
Since this mechanism would in effect uke‘ these enrollees members of larger
groups, the cost of their premiums would in most cases be low enough for them
to afford. However, my bill would specify that premiums charged such
individuals could be no higher than a fixed percentage, e.g., 1253, above
the rate charged to large group enrollees for similar protection in the
same geographic area.

It is gererally difficult for individuals who do not belong to large
employee groups to purchase catastrophic or other health insurance protection
at a reasonable premium. This is because large groups require lower marketing
costs. They also enable insurance companies to estimate risks more
accurately and spread those risks across a large number of individuals. Thus,
in order to make catastrophic insurance available to Indivic.luals who are not
members of large employee groups without resorting to a government insurance
program, a mechanism must be used to include small or non-group enrollees

in larger insurance pools.
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An additional function of this mechanism would be to relieve ssall
employers of the additional paperwork and cost of administering a
catastrophic health benefits plan. lHcwever, small employers would be
required to assist their enrollees in contacting the state agencies
administering the assignment program.

The pooling mechanism could not be used by individuals eligible for
catastrophic Insurance under government plans, such as Madicare, Medicaid,
or Veterans' health benefits.

The catastrophic threshold and definition of medical services included
in It would be defined in the same way as It is for large employer health
benefits plans.

C. Medicare: Under current Medicare law, an individual must not only pay

a $160 deductible under Part A and & $60 deductible under Part B, but he must
also continue to bear a portion of his hospital costs through ongoing
copayments, regardless of how large his medical expenses become. These
copayment rates include $40 per day for the 61st through the 90th day per
benefit period and $80 per day for the 60-day lifetime reserve. Medicare
will not pay hospital costs after the 150th day. These limitations clearly
do not provide adequate protection against the costs of catastrophic illness
for our nation's elderly.

My bill woulid eliminate the 150-day hospital confinement 1imit and
revise the current copayment provisions. An individual would have to pay
203 of the cost of hospital care regardiess of how many days he was in the
hospital. However, once co-insurance payments under Part A and B reached
203 of income In any one year, all co-insurance requirements would cease.

The additional cost to the federal government of these provisions would

be about $800,000 per year.
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D. Uninsurable risks: Any individual who could not get catastrophic insurance

in the private market place at a reasonable cost because of poor health would
be eligible to participate in the pooling mechanisz outlined above. A
maximum premium cost would be defined as a fixed percentage, e.g., 1253

of large group rates in the geographic area. Any additional expenses

would be borne by the insurance plan itself but should not inordinately
raise premium rates since the number of individuals involved is relatively
small.

E. Temporarily unemployed spouses, dependents, and those who lose coverage

due to change of circumstances: My plan would further condition employer

deductions and employee exclusions on ''extension of coverage' provisions.
An individual would have to remain covered for at least six months after
termination of employment if he had been on the job and enrolled in

the plan for at least 30 days. In addition, spouses and children under
the age of 25 would have to be covered by catastrophic benefits and remain
covered for at least 6 months in the event of the death of the employee-

policy holder.
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HEALTH PROMOTION DISEASE PREVENTION BENEFITS

| believe that in addition to a cost containment mechanisa and
plans for catastrophic coverage, a health plan should contain a health
promotion-disease prevention benefit package. Prevention is the most
effactive method for cost containment, and the cost of prevention itself
Is usually extremely low relative to the cost of medical care fur the
disease in question. Preventive measures are also indicated since for
many diseases our therapies remain imperfect and total cures are not
yet possible.

My plan includes six prevention benefits:
. Maternal Care
. "Mell-baby" clinic services
. Childhood Immunizations
. Hypertension screening

. Cervical cancer screening
. Periodic health examinations

[- A0 AV

The National Center for Medical Statistics reports that between
1930 and 1345 medical advances permitted the average life expectancy
1o increase by almost 6 years; during the 1945 to 1960 interval life
expectancy increased by approximately & years; and most recently
between 1960 and 1975 the increase was less than 3 years. Conversely,
the cost of health care and hospitalization has increased exponentially
in recent years. The total cost of illness, which includes estimates
of the short and long term medical cost of disease as well as the wages
lost to illness and the effect on Gross National Product, has increased
dramatically. In 1963 the total cost of illness was $93.5 billion whereas
in 1972 it was 5188.8 billion. In summary, a dollar spent on medical

care is buying less and less in terms of national health.
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Two types of preventive msasures of fer great promise for containing
health costs and improving both the length and quality of life. Primsry
prevention measures when applied to the healthy, gensral population prevent

the develonment of certain diseases. Secondary prevention measures are

screening procedures that detect the presence of early disease in the
population, thereby permitting ea~ly treatment and preventing serious
morbidity and mortality from the disease. At a tims when federal budgetary
austerity is limiting the samount of resources available for national health
missions, we must be diligent in our efforts to insure that these |imited
means are used to Improve health in the most effective manner. It is
interesting to note that in 1976 the federal expenditure for all prevention
and health promotion programs including environmental programs were only
2.63 of the total federal expenditure for health care and research.
Prevention and promotion measures, aside from the traditional public
health procedures that deal with sanitation and immunization, are »
relatively new and underdeveloped approach to health. A number of pre-
ventive interveations, such as alterations in the environment, socioeconomic
status or family structure, are beyond the scope of our current health
care system or are not presently amenable to legislative action. In
other health care areas we have not yet developed sufficiently reliable
or proven prevention techniques for inclusion in a general health plan.
For example, behavioral based health problems such as smoking, alcohol
or drug abuse, and violence, are difficult to prevent by the available
health education methods. Nevertheless, it nkas. no sense to wait for
all of the answers, we should move ahead with preventive programs of

proven value.
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The six preventive health benefits in my proposal must be provided
in the insurance plans offered by employers who seek special tax status,
as well as in plans offered under the state-administered pooling arrange~
ments. These benefits offer a combination of primary and secondary preventive
measures.

First, the health insurance plans will be required to offer maternal
care, that is, medical examinations, treatment and couseling for pregnant
women, delivery services and post-partum care. Infant mortality in the
United States is excessive: over 50,000 infant deaths occur each year.
One of several responsible factors is inadequate pre and post-natal care.
This tragic problem is also addressed by the second benefit In my plan:

the provision of newborn care and well-baby clinic services during the

first year of life. These measures are necessary to prevent and treat
the nutritional and Infectious problems that are a major health problem
for infants and children. In addition, well baby services permit the
detection of congenital deformities ard diseases and allow the early
application of corrective procedures to piavent lifelong disability.
Also included in the benefit package are vision and hearing examinations
for children between the ages of 2 and 6 years. The third benefit
directed to child health is the provision for childhood immunizations
including DPT, polio, measles, mumps and rubella. The value of this
program for the prevention of death, suffering, and deformity has been
proven over several decades. In the early 1950's, 20,000 Americans
were afflicted each year with poliomyelitis and the consequent burden of
illness in dollars and quality of life was enormous. During the 1970's,
following the use of polio vaccines, the total number of polio victims

has been less tha 100. Whooping cough, doptheria, tetanus and smallpox
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have been nearly eradicated by immunization. The incidence of measles
has declined from 442,000 cases in 1960 to 24,030 cases in 1975. The
importance of these statistics is illustrated by the fact that | of every
thousana children with measles will die and in 1964 rubella caused 20,000
permanent congenital defucts in the offspring of infected mothers. However,
we must take note of a disturbing trend; name'y, that participation in
immunization programs is ceclining. If this trend is not reversed the
unexposed and non-immvnized children will be at a risk for major and
costly epidemics of these diseases.

The final three prevention benefits are directed to the adult population.

Hypertension screening will be provided over the lifespan starting with

teenagers. Cardiovascular disease is the leading cause of death and
contributes the major burden f illness in this country; hypertension, in
turn, is one of the most common and damaging forms of cardiovascular

disease. It is estimated that over 25 million Americans have high blood
pressure and that at best 40-453 of these are receiving adequate treat-

ment. Hypertension was calculated to contribute $16 billion to the cost

of illness in 1975. The estimated annual savings to the national economy

by successfully treating all hypertensives would be approximateiy $8 billion.
Since the cost of detection and treatment programs are estimated at about

$5 billion, this translates to a net yearly benefit of $3 billion.

The second adult prevention program provides screening for cervical cancer

in women by means of the pap smear test. Cancer detection and control
studies indicate that the best cancer prevention investment, in terms of
initial dollar effects on a cost-effective ratio, is the detection of

cervical cancer. Finally, | propose to provide periodic health examinations

and counseling every 3 to 5 years for the adult population. Counseling
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services include education about health promotion measures (e.g. diets,
methods to stop smoking or drinking and exercise programs) as well as the
explanation of therapeutic programs for diseases discovered during
screening (e.g. blood pressure control programs or management of diabetes).
Although the cost effectiveness of periodic exams in the well population
is still controversial, the continuing advent of new diagnostic and
screening techniques and continuing therapeutic advances should pro-
gressively enhance the potential benefits of periodic examinations.

A relative lack of previous experience with national efforts at
providing prevention programs makes it very difficult to cost account this
prevention-promotion package. Many people in the well population,
particularly the young, are already receiving some of these services,
but for the most part they are paying for this out of pocket or are
receiving benefits as part of an HMO plan. The provision of these
services as benefits in a health insurance plan would insure utilization
of a wider scope of prevention programs by a larger segment of the population.
Estimates provided by the private health insurance industry indicate a
per-capita cost of between $2 to $10 per year for adults and approximately
$10 per year for children. | estimate that the total yearly cost to the
private sector for this preventive package will be apprcximately 2 billion
dollars. The provision of counseling services as an adjunct to the medical
and screening services contained in the package would probably cost an
additional $7 per capita.

If these preventive health measures were followed nationwide, they
almost certainly would pay for themselves. First, there is the obvious
savings from the early diagrosis of a problem with minimal financial

outlay, thereby eliminating !arge therapeutic and disability expenses
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in the future. Second, preventive health programs eliminate soms of the
major reasons for lost production in our economy. Lost production from
sick leave exceeds that from labor strikes by an overwhelaing factor.
Finally, there is the very human factor behind preventing iliness. When
the incidence of illness falls, fewer Americans must suffer Its debilitating
physiological and psychological effects. | feel these three savings maks
an overwhelming case for preventive medicine.

Cost effective studies are underway for prevention programs and
clear effectiveness has been demonstrated for programs such as maternal
care, immunization and hypertension screening. One must bear in mind
that short-term savings in dollars are not likely with preventive
measures. The payoff is long term through the prolongation of life
(avoidance of premature death) and improvement .In the quality of life.
My proposal recommends using the savings from hospital cost containment
to finance this innovative preventive health program. Incressing patients'
cost consciousness in the manner that | have outlined earlier will lower

national hospitalization expenses by approximately 63 annually.
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CONCLUSION

In sum, M. Chairman, 1 believe that in national health policy we
are faced with three primary inter-related needs -- cost containment,
catastrophic health insurance, and preventive care -- which must be
addressed with a unified, comprehensive program. My bi11 will attespt
to do just that.

The fundamental cause of rampant health cost inflation and lack of
catastrophic and preventive health insurance benefits is a non-competitive
third party reimbursement system weighted too heavily toward first-dollar
hospitalization coverage. Scarce resources and disenchantment with govern-
ment regulation make it unlikely that yet another public program will be
the solution.

In this situation, we can use tax incentives to offer Americans a
trade-off: {f they are willing to pay slightly more in co-payments for
low cost medical care, they can save enough money to obtain catastrophic
protection and preventive care. In addition, they can stop the health cost
inflationary spiral without new government regulation. We can also use
tax incentives to help restore competition to health care by giving our
citizens a greater variety of health insurance choices and ensuring that
they will save money on premiums if they choose more efficient providers
of care.

I believe this approach to be more realistic, more effective and
clearly less costly, than the government regulation route. I look forward
to working with the members of this Committee to perfect the details of
this proposal and to enact a non-regulatory approach to ensuring that

all Americans have access to quaiity health care &t a reasonable cost.

O



