
PROBLEMS ASSOCIATED WITH THE ALTERNATIVE COMPROMISE PROPOSAL 

AND POTENTIAL SOLUTIONS 

PROBLEM: CURREN1L Y INSURING EMPLOYERS MAY DROP COVERAGE 

• Community rating will cause rates to go up for some employers; this may cause 
employers to drop coverage. 

J 	 • If employers who want to purchase insurance must purchase a standardized benefits 
package, some employers who currently provide less coverage may drop coverage. 

• If individuals without employer contributions can receive substantial subsidies, some 
currently insuring employers will drop coverage,. compensated by increasing wages, 
and allowing individuals to purchase on their own. This may both increase 
government subsidies and decrease coverage if only some of the newly uncovered 
decide to purchase. : 

SOLUTION: 

• Age-adjusted community rating will avoid some of the most severe disruptions in 
rates. If employers think that a mandate will be triggered in three to five years, 
relatively few will drop coverage for a limited period of time. 

• More than one benefits package option should be offered. If employers who want 
to can buy 'catastrophic' coverage, then few currently insuring employers will drop 
coverage entirely. We must then worry about risk-selection between high and low 
option packages, but this is a potentially manageable problem. 

• Prior to a mandate being triggered, subsidies for individuals without employer 
contributions should not be so generous as to induce currently insuring employers to 
drop coverage. As noted above, an impending trigger will limit the number of 
employers who are indu~ to drop coverage in any case. 

PROBLEM: ADVERSE SELECflON DRIVES UP RATES FOR THE INSURED 

• If individuals are guaranteed purchase with 'only' a six-month pre-existing 
condition exclusion, they will wait until they are sick and then buy coverage. This 
will lead to declines in coverage, increase the amount of uncompensated care, and 
increase premiums for the insured. 

SOLUTION: 

• If the first problem is solved -- that is, if most currently insuring employers 
maintain coverage -- then this problem is likely to be more apparent then real. There 
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are approximately 39 million people uninsured and 15 million purchasing non-group 
, coverage currently. Insurance market reforms might induce some of the 15 million to 
drop coverage, but this is not likely to be a large group or a serious problem. The 
availability of some subsidies will push in the opposite direction. Even if 10% of the 
total insured pool exited (much more than we should imagine), and this pool used 
25% fewer s~rvices than average, premiums would go up by 2.5%. While movement 
of this sort would need to be accounted for in premium caps (see below), it would not 
have much effect on the decisions of employers or individuals. 

PROBLEM: CONTINUED EXIS1ENCE OF UNCOMPENSA1ED CARE 

• .Without universal coverage, uncompensated care will continue to distort competition 
among providers and health plans. When faced with additional competitive pressure, 
both the providers that serve the pooJ and the poor themselves are likely to suffer. 

SOLUTION: 

• Create an uncompensated care pool that pays hospitals for services delivered to the 
uninsured. Simplest way to fund the pool is through an increase in premiums. 
Alternative is to obtain some of the revenues needed from employers who do not 
provide health insurance. Reduce the size of the uncompensated pool over time as the 
number of uninsured decreases. 

PROBLEM: MEASUREMENT OF WHETHER THE TRIGGER SHOULD BE PULLED 

• Existing data sources are not sufficient to determine whether the coverage targets 
have been achieved and whether the trigger should be pulled. 

SOLUTION: 

• Employers should be required to report, at the beginning of each year, whether or 
not they are providing coverage to their workers. These data would be used to 
determine whether the trigger needs to be pulled. 

PROBLEM: PREMIUM CAPS WILL BE MORE DIFFICULT TO SET/ENFORCE 

• If the composition of the pool of people who are insured changes from year to year, 
it will be difficult to know how much premiums should be allowed to increase. 

SOLUTION: 

• Measurement of the age/sex composition of the pool will provide a rough proxy for 
the extent to which the composition of the pool of insured changes over time. As 
universal coverage is achieved and the average age of the insured decreases, the level 
of premium increase allowed should be adjusted downwards. However, some leakage 
in the effectiveness of the premium caps should be expected. 
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TO: Nancy-AnneE. Min 

TO: Len M.N:i,chols 


FROM: 	 Peter T.'Nakahata 

Office of Mgmt and Budget, HIMD, 


, ' 

ct.: ' 	 Barry T. Clendenin 
CC: 	 William L. Dorotinsky 

SUBJECT: 	 Kennedy Mark and PHS Entitlement: 

CBO staff fin~lly had,achance to look at the ~angUage in the ~R 

Chairman's Ma~k regarding the $18 Billion PHS entitlement., We 

'und~rstand from CBO staf,f that CBO would probably score the $18 
billion TWICE (once as' direct spendin.g and cmce for the. 
authorizations). Even though Kenneqy may have intended,only to 
have it scored once as direct spending, C'BO staff note that the 
language is d+afted such that the authorizations would be IN ' 
ADDITION TO fut;lds "otherwise authorized to be appropriated."

+' - '.' 	 .", 

We understand from LHR staff that th~ intention was 'to-only have 

these funds'scored once - ... thus, ifthi:lt is indeed.the case, the 

committee should probably redraft this section {or else incu~ 

another $18b'illionin costs),'...• 
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Expanding the FEHBP During a 'No Mandate' Transition to Universal Coverage 

DESCRIPTION 

• As in Senate Labor and Human Resources, expand FEHBP to contract with 
community rated plans (with limited adjustments for age), and allow. individuals and 
businesses up to 1000 to purchase from· these plans. 

• Allow community rated plans outside of the FEHBP (with guaranteed issue, limited 
pre-ex, limi.ted adjustments for age, etc. Same rules as inside). 

• Below some firm threshold (i.e,. 50, 100, 250, or 500) require that businesses which· 
purchase insurance must purchase from community rated plans. Above' this threshold, 
allow businesses to purchase either from community rated plans or to self
insure/experience rate. 

• Subsidies are available only to firms below 1,000, and only to firms that purchase 
from community rated plans. 

• Premium caps apply only to community rated plans. 

• Establish an uncompensated care pool to pay hospitals for services delivered to 
uninsured persons. 

• AsseSsments on employers tq be determined. 

PROBLEMS AND SOLUTIONS (OPTIONS) 

• HIGHER PREMIUMS IN THE . POOL THAN OUTSIDE 
~. 	 Due to differences in demographics and administrative load, premiums in a community 

rated pool at 100 and below may well be 25% to 35% higher than premiums outside 
the pool (see attached memo).: ,Employers required to participate in the community 
rate (if they want to purchase insurance) will see this as unfair relative to employers 
who can self-insure. 

Solution: Use other monies (saved by eliminating subsidies for large 
employers) to 'buy down' the premium in the pool to avoid the effect of non
workers and Medicaid non-cash. Could also reduce the effect somewhat by 
isolating the Medicaid non-cash in a separate pool. 

• ADVERSE SELECTION BY EMPLOYERS AGAINST THE POOL 
If employers above a certain size are allowed to .choose the community rate or to self



insure/experience rate, adverse selection against the community rate will result. This 

is partiallly mitigated by age adjusting the community rate, and by limiting subsidies 

to those who participate in the community rate. 


Solution: Need empirical estimates (guesses) of the magnitude of the problem 
at various firm size cutoffs. Could potentially have an extra assessment on 
employers who could participate in the community rated pool but choose not 
to. 

• FEE SCHEDULE WILL STILL BE REQUIRED 

If we want to guarantee a fee-for-service plan and a ban on balance billing in the 

community rated system along with premium.caps, some organization(s) will still be 

required to set/negotiate a fee schedule; 


• EFFECTIVENESS OF PREMIUM CAPS WILL BE DIMINISHED 

As the pool of insured in the community rate changes the level of the premium caps 

will require adjustment. Making this adjustment appropnately will be problematic, 

and is likely to result in a reduction in the effectiveness of the caps. 


• ADMINISTRATION OF SUBSIDIES/COLLECTION OF PREMIUMS 
HSA and Kennedy give this responsibility to the states. Ways and Means gives this to 
HHS/IRS. A thorny problem with either approach . 

.• PER WORKERPREMIUMS 

• UNCOMPENSATED CARE POOL 

•. DON'T WANT EMPLOYERS TO DROP COVERAGE 
If the subsidies available to individuals are relatively generous (e.g., 4%-6%), then 
some employers may be encouraged to drop coverage. To avoid this, should probably 
keep subsidies to individuals above poverty relatively stingy until mandates are in 
place. 



FUNDING 1995 1996 1995-1996 1997 
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Tobacco 1.8 2.4 4.2 3.5 
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Medicaid 
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1.9 


8 - 8.8 


0 
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3.1 


9.6
10.1 



(/ -- National Health Care Commission 

A National Health Care Commission would be established to monitor and make 
recommendations Vrith respect to trends in health insurance coverage and costs. The· 
Commission would consist of seven members to be appointed by the_ President based on 
their expertise and national recognition in the fields of health economics, including 
insurance practices, benefit design, provider organization and reimbursement, and labor 
markets. 

The Commission would -be appointed by the President within nine months of 
enactment and confirmed by the Senate. The President would designate one individual 
to seNe as Chairperson of the Commission. The terms of members of the Commission 
shall be for six years, starting on Janwuy 1, 1996, except that of the members first 
appointed three shall be for a term of four years and three for a term of five years, 
other than the Chairperson. . 

The Commission may be advised by expen private ~s well as public entities which 
focus on the economic, demographic, and insurance market factors that affect the cost 
and availability of insurance. The Commission would conduct analyses of health care 
costs and health care coverage. 

. Beginning in 1998, the Commission would issue annual reports detailing trends in 
. health care coverage and costs. The reports will include measurements of structure and 
performance of both costs and coverage broken down nationally, by state, and tathe 

. extent practical by health care coverage area. 

. . Among 9ther things, the Commission would report generally on: 

DemographicS and employment status of the uninsured and reasons why they are 
uninsured; - . 

Structure of health delivery systems; 

Status of insurance market refoIIDS; 

Development and operations of health insurance purchasing cooperatives; 

Success of market mechanisms in expanding coverage and controlling costs among 
employers and among households; . . 

Success of high cost health insurance premium tax in controlling costs; 

Adequacy of subsidies for low-income individuals and employers; 

Success of subsidy program in expanding coverage through employers and among 
households; 

.The Commission would also issue detailed fmdings on the per capita cost of 
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health care, including the rate of growth by type of provider, by type of payor, within 
1}1_-:.- States and within health care coverage areas. Such findings would also include the 

expected rate of growth in per capita health care costS, the causes of health care cost 
growth, and strategies for controlling such costs. 

On Janua.ty 15, 1999, the Conunission would determine whether the voluntary 
system has achieved 95 percent coverage of all Americans. If the Commission 

. determines .. ( combine paper on mandate trigger) . 

.On January 15, 1999, the Commission would detennine whether the market 
reforms .and assessments in this legislation have succeeded in controlling health care 
costs relative to the target rates of growth. Such determinations would be made on a 

. national and State basis. 

If the target rate of growth for national per capita premium growth have not been 
met, the Commission will consider and recommend to Congress a means of controlling 
health care costs to the target set in this legislation or to an alternative target if the 
Commission detennines that would be more appropriate. Congress sl1all consider such 
Commission recommendation under the same procedures, and at the same time, as it 
considers the Commission recommendation for aChieving universal coverage. 

If Congress fails to pass such legislation, stand-by premium caps will go into 
effect requiring health plans to limit future per capita premium increases to the target 
level. . 

Alternative A: If at any point in the future, the Commission determines that 
health care Costs in a State have failed to meet the per capita premium targets, standby 
premium caps will go into effect in that State. 

Alternative B: If at any point in the future, the Commission determines that one 
half the insured population in the nation is enrolled in health plans subject to the high 
cost premium assessment, the following year standby premium caps will go into effect 
absent Congressional action . 

. Alternative C: If at any point in the future, the Commission detennines .:qat 
more than half of the insured population in a State is enrolled in health plans subject to 
the high cost plan assessment, the following year standby premium caps will go into 
effect in that State. 

QUESTION: HOW DO YOU BREAK TmS DOWN BY STATE; TO 
INDIVIDUALS RESIDING IN THE STATE? TO HEALTH PLANS IN A STATE? TO 
PROVIDERS IN A STATE? 

Alternative D: The Commission wltl make a determination whether the subsidy 
caps in the legislation are undermining the affordability of health insurance premiums to 
subsidized households and businesses. IT the Commission determines that such subsidies 
are being seriously eroded, it will reconunend to Congress a means of making insurance 
more affordable including through higher subsidies or health care cost controls, which 

http:Janua.ty


Congress will consider under· special fast track procedures. 
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HEALTH CARE REFORM - OPTION 1 


o 	 No Mandates. Under this plan, neither employers nor employees would be 
required to purchase health care insurance. ' 

o 	 Tareeted Subsidies. Subsidies would be available to encourage certain low 
income individuals and rums to purchase insUrance. These subsidies would be 
targeted to groups that tend not to have health insurance. 

o 	 SubAidies Capped at Premium Tar~ets..To the extent premiums exceed the 
statutory premium targets outlined below, individual and business subsidies only 
will be available up to the value of the premium target. Assume, for example, a 
low income individual eligible for subsidies equal to 100 percent of his premium 
cost. If he chooses a health plan with a premium above the statutory target, only 
that portion of the premium below the target would be 100 percent subsidized. If 
antI when we put cops in place is yet to be deteTmined. 

". 	 . . . . 

o 	 T;p:geted Individual Subsidies. The following subsidies would be available to 
individuals: 

o 	 Low-income families. Beginning in ,1997, low income iridivi9uals 'and 
families wouldreceiv:e asubs!dy worth a fixed percentage of the average 
premium. FQr those below 75. percent of the Federal poverty level, these 
subsidies' would equal 100p~rce~~ of the premium. For p¢rSons with 
income between 75 and 200'pei¥nt of poverty, the subsidy would range on 
a sliding scale from 100 to 0 percent.: Consitlero.tionis being gi:vm to 
phasing oU/over 100 to 200 percent ofpoverty. ' 

, 	 ' 

, To maximize participation, mdividuals, determined to be presumptively 
eligible for 100 percent subsidies automatic3lly would be enrolled at point
of-service~" ' , . 

o 	 Cash assistance recipients. Begimiing with the January 1, 1997 
abolishment of Medicaid, cash assistance recipients would receive subsidies 
equal to 100 percent of the premium. 

o 	 Fonner non-cash Medicaid eli&iblel.Beginning ixl1997, individllals who 
would be medically needy or other non~eash recipients'unde£ the current 
MedicmdprOgrain (except pregnant wbmen,infants, iirid~Cbi1.dren) would· 
receive subsidies covering ,100 percent of thepremjum for. six: months,' then 
would be treated the same as others based on' inCome. ' 
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o 	 Indtvjdual.s..leavirii:welfare for work. .Beginning in i997, individuals 
leaving welfare for work wot+ld receive subsidies equal to lO~ percent of 
the premium for two years (not one year limit under current law). 

o 	 Low income preenant women and children. Beginning in 1997, pregnant 
women and children under 19 with inComes up to 185 percent of poverty 
would be eligible to receive subsidies equal to 100 percent ofthe premium. 
For those vrith incomes between 185 percent and 240 percent of poverty, 
the subsidies will range on a sliding scale from 100 to a percent. As above, 
individuals, determined· to be presumptively ~ligible for 100 percent 

.' subsidies would be automatically enrolled at point-of-seIVice. 

o Temporaril): unemplo):ed, uninsured. Beginning in 1997, indiViduals 
, working for six months in a job with insurance would be eligible for the 
low income subsidy for up, to six months after losing their jobs. In 
calculating these persons' eligibility for such subsidies, AGI will be adjusted 
to exclude (1) unemployment compensation and (2) 75 percent of income 
earned while employed. To maximize participation, individuals would be 
encouraged to enroll when applying for unemployment insurance benefits 
(we're still checking with DoL on feasibility 'of this last .item). 

o ''Errtgloyer Subsidies. The following subsidies would be available to employers: 

o 	 'Employers who expand coveraie to additional workers. "Beginning in 1997, 
employers who expand coverage to all their employees, ina specific class 
(i.e~;fulI time, part time) wou!dreceive stlbsidies to m~~Jl?-eir·eIp.ployees· 
premiums more affordable.. Employers would pay the l~s~er:' of 5,0 percent 

'of me preini~ or 8 percent of each n~w)y insured emp)oye~'s wa.ges.', The 
employee wouIdpay 50petcent.of the premium, with workers with ~comes 

, UIlder 200 percent 'of povc;rty eligible for the, individualsuQsidies 'described 
. ,'a9o.v~!This s~~i;dy Vf€:)Wd,peaYt.t~able~o employers fora maxinl\u~ of 

five years. ' . . ',.';' . . , , . '. 

" 

o 	 Individuals up to aee 25., To further maximize coverage, <,lependents could be 

",covered under parents' p~~iciesuntil they·tum.25. ' . 


'0 ,Premium Assessment. As' provided fo!' in HSA, a national per <4ipita baseline 
" premium target would be established and adjusted for each health care coverage 

area. To the extent communitY rated plans exceed that target., they would .pay an 
aSs~~ment on the excessat'a iat~ of 2? percent. As inHSA, 'the ini~a( targ¢tfor 
conii:nunity rated plans would 'p~ established based on'cUrrent, expenditUres:' .,'The 
pcr6ipita"target for both, CoiJ?rilnnitY tated andex:perien¢e<! rated PfariS:wowd 

, increase at'.the following'rates,:ex~pt that the targetfor'~erienced ~ated plans 
would be measured on a ~ee Yc:.ar, rolling average basis: . ' 

1996: CPI + 3.0% 
,,19~7~/: ". 
19,9&At beyond: 

CPI + 
'cPI ... 

2.5% 
2.0% 

.;., 
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o 	 Risk Adjustment. Risk adjustment between community·rated health plans to ' 
account for differences in health status among enrollees. 

In addition, experienced rated plans would be required to make transfers to the 
community rated plan pools to adjust for the, increased morbidity rates in the 
community rated pools due to the coverage of the nonwork:irig population. 
including the former Medicaid poptilation, retirees, and other individual 
purchasers. The Secretary of HHS would estimate the above average costs , 
incurred by community rated plans, that provide services to individual purchasers 
and that total amount of costs would be assessed on a per capita basis from all 
insurance plans, including those in the coinmunity rated pool and in the 
experience rated market. The receipts would then be redistributed ,to community 
rated plans based on the portion of above average cost individuals they enroll. 

o 	 InSurance Market Refonns. As follows: 

o 	 Market seltIDents and boundaries. Finns wiUl fewer than 500 workers and 
individual purchasers (self-employed, nonworkers, Medicaid-eligibles) 

, would be in the community rated pool. Firms with 500 or more workers, 
existing Taft-Hartley plans, and rural cooperatives with 500 or more 
members would be permined [0 self-insure or purchase experience-rated 
coverage. 

o 	' Community rating requirements. CommUnity rated pIanscould modify 
their rates based oItcoveiage c3tegozy (e.g., single, family, etc.), geography, 
~d age (with 2:1 band for population under, 65 yeats of age). Each,health 
plans would be required tgestablisb a single set of rates for the standaid 
benefits package applicable, to all 'individuals and groups withln the ' 
colDlllunit}r-rated segment 0+ a community rating area. Rates for HlPCs 
could be discounted to r~fled: adIilinistrativesavings.. . '.' . - . . . 

, , 

, 0 	 Health plan lNuirements~' Health supplemental benefits must be priced 
and,sold separately from the comprehensive benefits package. Plans would 
besubje<!t to the foUowingrnarket reforms: guarantc:e issue, guarantee 
renewal, open 'enrollment, limit pre·ex exclusions to 6 months; and exit 
from market rules. 

o 	 Gu.aranty fund. States would be require~ to establish guaranty funds for 
all coInmunity-rated health plans. 

o 	 HIPes. The plan includes multiple, competing; volu~Uuy IllPCs. If a 
RIPe is not avajlabJe in ev.ery,community ratirig ar~,' states, wouldl?e , 
reqUired toestablisli or spoilsor me inunScived area:' IllPCs would be 
responsible for entering mtoagreementswith planS an.d, employers; 
enrolling individuals in plans; ,collectinganddistribu~g. premium , , 
payments; Coordinatingoui-of-coverage with either HIPCs; and providing ", 

conswner informationon plans'qUaIity and cost. ' ' , 
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 HIPCs must accept all eligible indiViduals and firms; provide enrollees a 
choice of at. least 3 plans, inCluding 1 FFS. . Requirement of 3 plans could 
be waived by Governor in rural areas. The National Health Board would 
establish fiduciary standards for mpCs~ InPCs would be permitted to 
negotiate discounts with plans reflecting ecOnomies of scale in 
administration and marketing. 

Eligible employers (firms with less than 500 workers) must offer at f~ast 
three plans, including a FFS to their employees. Firms could satisfy this 
requirement by offering a HIPe to their employees. These firms could 
choose from among the IDPCs in their community rating area. In order to 
qualify for employer premium contribution, employees would be required 
to purchase health insurance thtough the lllPC chosen by their employer. 
Employees could choose.from the plans offered by the IDPC. 

o 	 Self-insured plans.lngeneral, self-insured plans must comply with the 
above responsibilities and reforms, including employer and individual 
premium contribution requirements. coverage of a comprehensive package 

. of benefiTS, guaranteed issue and renewal, and pre-existing condition limits. 

o 	 . Lon2 'renn Care. This plan includes a federal entitlement capped at $48 billion 
over the 1995-2004 period. 

. 	 . . 

o 	 Medicare Drue: This initiative gives Medicare ben~ficiaries wee options: fee
for-service, a Drug Benefit Carners option, and ~ I:I¥O option' -:-all effective 

. 1/1!98~· Beneficiaries would have a $500. annualdeciuctible; a:2Q·p¢r~Ot cOpay; 
and. an annual out-of-pocket limit of $1,200 in. i998~·¥edJ~e;part B p~e:rriiUm 

. would ~e increased by 25. percent of drug belle¥foosts,w.:itp. M,etiicare·payingthe 
remaining 75 percent. Drug inanufa~turers would sign r:et)af~' agreeInentS With 
HHS in exchange for no formulaxy~ . D~gs used as pait:of lIMOs 'or capitated 
drug plans and the·working aged ~ould not be sUbject to rebates. Rebatesfor 
single source and innovator multiple source drugs would be 15 percent; muliiple 
source drug rebate wouldbe .6 percent. ... . 

o 	 Revenue Provisions. Same as Senate F'inance, exCept high cost premium 
assessment and provisions on attached lis4 "ModificationS to Senate Finance 
Committee bill. It 
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HEALTH CARE REFORM ··OPTION 2 

o 	 Mandates. Under this plan, an employer mandate would be triggered in the year 
2000 if 95 percent coverage were not achieved under the voluntruy targeted 
subsidy program. 

o 	 Tmeted Subsidies. Subsidies would be available to encourage certain low 
income in<;lividuals and firms to purchase insurance. These subsidies would be 
targeted to groups that tend not to have health insu,rance. 

o 	 Subsidies Capped at Premium Tmets. TO'the extent premiums exceed the 
statutory premium targets outlined below; individual and business subsidies only 
will be available up to the value of the premium target., Assume, for example, a 
low income individual, eligible for subsidies equal to 100 percent of his premium 
cost If he chooses a health plan with a premium above the statutory target, only 
that portion of the premium below the target would be 100 percent subsidized. If 
and when we put azps in place is yet to be'dete:mri:n.eti 

0, 	 Tareeted Individual Subsidies. Th~ following subsidies' would be available' to 
individuals: " 

o 	 Lmv-inrome.·rsmiiies., Beginning in 1997, low income individuals and
families ,',wouldreceivc, a subsidy wgrth afixed peJ:'Centage of the average 
premium:;,~()F $o~~.b.clo\V75peicent of the,Federal poverty l~vel, these 
su~sf4ies -woul<:leq~~L100perceiii of the.'premiuni. 1?or persollS with 
income between 75 and'200,'p,~rcent of poverty, the'subsidy would range on ' 
a slidmgsc3.le fro~lOO to o percent. Consideration is being given to 
phasing,Out Over 10010 20i);peirt!t# ofpoverty. 

, , . ,,' . ".' ~ .,' . ,,' :. 

To ~e·p8rtidpation.itidi~dWusdeteIinmed to be presumptively 
eligibl~ :iqr IOO'perCent subsldiesautomatica11y, woUld be enrolled at point-
of-service. ' ". 

o 	 Cash assistance :recipieJits~ Beginning With the January 1, 1997 
abblish¢eIit ofM¢dic&d, cash assistance recipients would receive sUbsidies 
equal to 100p,errentof the:premiuin.. ' 
. .':':. . ;: l _. . ;'., , ."-,', , ':."'.' ~~ 

~.,.' -;" ':, ',', ~ "'., ,'. :~'::i,~:. """ :".,., ,,' ,,' J.. " ~. :'.:' '.' 

o 	 Fonner .non--cash Medicaid :·~Jiwaej~.Begil1njng i~ 1991, JIldj:viduals: \,V,ho 
wouldbe medically needy or o!her,nc~Il-cash':r~ipipp.tSm:tderth,e cu!!cnt, . 
Medicaidp(ogram (except. pr~gII,ID:lt )vomen,. in!antSt8.1ld,. children) would ' . 

. re~ive)sul:isidies covering 'l(jOp~r~Iii'of the:prennWu'for. six, months, . then 
would be treatedtheSamc as: others based oninooine. . . .' '. " ",.' . 

. , 

. ,', ~ " 
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o 	 . IndiIidualsleavm"welrarefQrwork.· Begiiining in 1997, individuals 
leaving welfare for work would receive subsidies equal to 100 percent of 
the premium for two years (not one year limit under current law). 

o 	 Low income pre2nant women and children .. Beginning in 1997, pregmiIlt 
women and children under 19 with incomes up to 18S percent of poverty 
would be eliglble to re~eive subsidies equal to 100 percent of the premium. 
For those with incomes between 185 percent and 240 percent of poverty. 
the subsidies will range, on a sliding scale from 100 to 0 percent. As above, 

. individuals determined to be presumptively eligible for 100 percent 
subsidies would be automatically enrolled atpoint-of-service. . 

o 	 Temporarily unemployed, uninsured. Beginning in 1997. individuals 
working for six months in a job with i.nsUrance would be eligible for the 
low income subsidy for up to six months after lOSing their jobs. In 
calculating these persons' eligtbility for such subsidies, AGI will be adjusted 
to exclude (1) unemployment compensation and (2) 7S percent of income 
earned while employed. To maximize participation, individuals would be 

. encouraged to enroll when applying for unemployment insurance benefits 
(we're still checking with DoL on feasibility. of this last item). 

o 	 Employer Subsidies. The following subsidies would be available to employers in 
the absence of an employer mandate: . 

·0 	 Employers who expand oovera~e to additional workers.. Beginning in 1997, 
employers who expand coverage to all their employees in a specific class 
(i.e., full time. part time) would receive subsidies to make their employees' 
premiums more affordable. Employers would pay the lesser of 50 percent . 

. .. ofthe·premlum or 8 percent. of each newly insured employee's wages. The 
employee would pay 50 percent of the,p~emium. with workers. with incomes 
under 200. percent of poverty. eligible for the individual subsidies described 
above.. 11l~.subsidy woUld be availab~e to employers for a maximum of 
fiVe years. . , . . 

. 	 . 

a Indmdualsl!R to 3fie 25•. To further maximize coverage, dependents could be 
.. cOvered under parents' policies Until they tiim 25. 

~ . 	 . . . . . . 

. '. 	 . 

o 	 Premium Assessment. As provided forin HSA, a national per capita basel~ne 
premium target would be established and adjusted for each health care coverage 
area. To the extent commUnity rated plans ex~ed that target, they would pay an 
assessment on the excess at a rate of 2S percent. As in lISA, the initial target for 
cori;tmunity rated plans would be 'esiablishedbased'ori current expenditures; The 

.. pereapitatirrget J9! bothcoinin1:tri.i~ rnte<i and:expen.e.t1ced rated 'pl~s would· 
increase a.t the.follo~g rates,·¢xeept .thatthe ~ge(',for eXpeliencedratedplans. 
would be measured on a three year rolling average basis: . 

, 	 . 

.. 	 1996: CPI+· 3.0% 
1997: CPI + 2.5% 
1998 &,beyond; CPI+ 2.0% 



o 	 Risk Adjustment. Risk adjust:ment between community-rated health plans to 
accoUnt for differences in health status among enrollees. 

In addition. experienced rated plans would be required to make transfers to the 
community rated plan pools to adjust for the increased morbidity rates in the 
community rated pools due to the coverage of the nonworking population •. 
including the fonner Medicaid population, retirees, and other individual 
purchasers. The Secretary of HHS would estimate the above average costs 
incurred by community rated plans that provide services to individual p1irchasers 
and that total amount of costs would be assessed on a per capita basis from all 
insurance plans. including those in the community rated pool and in the 
experience rated market. The receipts would theo be redistributed to commlinity 
rated plans based on the portion of above average cost individuals they enroll. 

o 	 Insurance Market Reforms.. As follows: 

o 	 Market sel:IIlents and boundaries. Firms wi.th fewer than 500 workers and 
individual purchasers (self-employed, nonworkers, Medicaid-eligibles) 

. would be in the community rated pool. 	Finns with 500 or more workers. 
existing Taft-Hartley plans, and rural cooperatives with 500 or more· 
members would be permitted to self-insure or purchase experience-rated 
coverage. 

, 0 	 Community rati112 r.egnirements.. Community rated plans could modify 
their rates based 00 coverage .category (e.g., single, family, etc.), geography, 
and age (with 2:1 band for population under·65 years of age until there is a 
mandate). Each health plans would be required t() establish a single set of 
rates for the standard benefits package applicable to all individuals and·· 

. groups within the oomm:unity-rated segment of a community rating area. 
Rates forHIPCs cOuld be discounted to reflect administrative savings .. 

o •	Health plan requirements. Health supplemental benefits must be priced 
and sold separately fr01l1. the comprehensive benefits package. Plans, would 
be subject to. the following·market reforms: gUarantee issue, guarantee 
renewal, open enrollment, limit. pre-ex. exclUsions to 6 months; and exit 
from market rules. . , 

o 	 GUaranty fund. States wQuld be required to establish guaranty. funds for 
, ail community-rated health plans. 

o 	 HIPCs. The plan includes,multiple, COl11peting, voluntary HIPCs. If a . 
HIJ:lC is not available in every <;:ommunity rating ~~aJ states would be . 
required to establish orsponsorHIPC in unserVed area: HIPCs would be 
responsible for entering into agreements with plans and employers; 
enrolling individuals in plans; collecting and distributing premium 
payments; coordin·ating out-of-coverage with other HIPCs; and providing 
consumer inforloation on' plcins'quality and cost. 



. '" 

HIPCs must accept all eligible individuals and fums; provide enrollees a 
choice of at least 3 plans, including 1 FFS. Requirement of 3 plans could 
be waived by Governor in rural. areas. The National Health Board would 
establish fiduciary standards for HlPCs. HIPCs would be permitted to 
negotiate discounts with plans reflecting economics of scale in . 

. administration and marketing. 

Eligible employers (firms with less than 500 workers) must offer at least 
three plans, including a FFS to their employees. Firms could satisfy this 
requirement by offering a HIPC to their employees. These fitms could 
choose from among the HIPCs in their community rating area. In order to 
qualify for employer premium contribution, employees would be required 
to purchase health irisurance through the HIPC chosen by their employer. 
Employees could choose from the plans offered by the HIPC. 

o 	 . Self-insured plans. In general, self-insured pl~ns must comply with the 
above responsibilities and reforms, including employer and individual 
premium contribution requirements, coverage of a comprehensive package 
of benefits, guaranteed issue and renewal, and pre-existing condition limits. 

o 	 Lon2 Terni Care. This plan includes a federal entitlement capped at $48 billion 
over the 1995-2004 period. 

o 	 Medicare Drul:. This initiative gives Medicare beneficiaries three options: fee
.for-service,· a Drug Benefit Carriers option, and an HMO option - all effective 
1/1198. B~neficiaries would have a $500 annual deductible; a 20 percent copay; 
and an amiualou~~of";pocket limitof $1,200 in 1998. Medicare Part B 'premium 
would be,mcreased,by.25 percept of ,drug benefit costS, with Medicare paying the 
re.mainfug 75 percent. Drug manufacnirers \Jiould sign reb~t~ agreements with 
HHS in'~xcl1ange,~9rnoformulary~· ~Dl'Ugs.Used as part ofHMOs or capitated 
diUg plans 'and th¢jvorkirig agedwoUIdnot: be subject to rebates;' R.ebates· lor 
single so~ce a:nd innovator multiple stmi:ee drugs would be 15 petcent; multiple 
source drug rebate would be 6 percent. . 

o 	 Revenue Provisions~ Same as Semite Fmance, except high cost premium 
assessment and prOVisions on attached'Ust, "Modifications to Senate Finance. 
Committee bill." . 

o 	 Tri22er Deterniination. On January IS, ,1999, the Health .Car,e Coyerage 
Commissionwoul~ detennine whether the. voluntary systePJ.:has . a~hi,eved 95 

.percent cov:erage. .. If the. COImniSsion4etermmes' il1aiatl~t~~~:p:~r.Sent. of all 
Ameriains had he81th coverage, they would send rerommePd.atloris:,tri the, 
Congress Oil how to· insure the remainlng uninSured individihUs ... If,,ct,verage is 
below 95 percent, the Commission wo¢d send to CongreSs on l?ebniary 15, 1999 . 
one or more legiSlative proposals to achieve universal cOverage. . 

http:be,mcreased,by.25


o 	 Employer Mandate Iti~~ered. If universal coverage legislation (under an 
eA'Pedited process) is not enacted by November I, 1999, an employer mandate 
would go into effect em January 1, 2000. 

o 	 Nature of Mandate. Under the mandate. employers with 25 or moreemp[oyees 
would have to pay 50 percent of their employees' premium costs, with the 
employee paying the remainder. Firms employing fewer than 25 workers would 
be exempt from the employer mandate. Individuals would be required to have 
health insurance. 

o 	 Subsidies. Subsidies would be available to reduce both employer and individual 
costs: 

o 	 Employers would pay the lesser of 50 percent of the premium or 8 percent 
of each employee's wage. 

o 	 Workers would pay the lesser of 50 percent of the premium or .8 percent of 
. wages, or the most they would owe under the regular low income subsidy 
program available in the voluntary system. Workers with incomes under 
200 percent of poverty would be subsidized for their 50 percent of 

. premium on a sliding scale. No family would pay more than 8 percent of 
their AGI for their family's 50 percent share. 

o 	 Non-workers and those in exempt firms would have the "employee" share 
of their preinium capped at 8 percent and would also be subsidized on the 
"employer" share of the premium according to a sep~te schedUle that 
phases out up to 200 percent of pove,rty. 



SENATE LEADERSHIP PROPOSAL 

QUESTIONS 1\1\1) COMMENTS 1114194 


. 	 .. 
o 	 What are the default assumptions when anumption~ are not specified? 

.Applying Hulth SCo.lrity ~t (HSA) assumptions in those ci((;Utnsumccs 
doesn't ll"WaYS work becau.~ ofthe difference between the mandate and non
m.a.ndate environmentS. ~ c. ~ \\J\.e £l t'\ ~~~,,<- l'S'5v-e., 

Indiyidual Subsidi~ 

o 	 Transfer payments would be incluul:fJ in fiU1'1.ily income fbr PUl'Poses of 
detennining eligibility for subsidies. Corr~L? No. 

, . 

o 	 Subliidie~ would not b~ cApped at the prc:tniwn targets. Corr~t? To 'o.L ~ftiaN..d 

o 	 We need conhrmulon ofthe in,oxne level at wbich:pcoplc would qualify for 
ful! subsidies, 7S percent or 100 percent ofpovOrty. (please notetho.t this is 
not a trivial modeling issue.) 7':; (f]o 

o 	 Subsidies wouldbe ha..~~d on A "fixed percentage of the : .....eragcpremiiJm'l. 
'. 'Docs thiS meanihe ayeras~pTemium in theeommumty-rated pool? lj.e;,. : 

o 	 Would· the subsidIes bepbased in? (Earlier material that we received 
sugg~~ .that might be the caso.) Woo 

o 	 How 'WOUld individual sub~di~s interact with employer contributions? There 
are three bulc cPPrOl.Ghcs: 

the subsidy is reduced dollar for dol18t with the cmployei's 
eontributionj 

the sl.Ibsidy is the Jesser of the full subsidy amour.t to which an 
itidividusl would be entitled in the absen~. of an. employer's 
contribution or the employee'; shan, ofth. pt.mium; or 

the subsidy is 8. proportion ofthe employee's'share. (If, for· example. 
a1ow-lneome worker would be eligihlefor a iUbsidy of40 percent of 

1 



the premium in the absence ofan ewploy~s contribution. they would 
recoive 0. subsidy of 40 perc:ent of we tmp]cyee's share under this 
alternative.} 

o 	 How would &u~&icl.ies be detmnined for the self-~mployed? (Note that the 
pi'avi&ions oftheLahor s.nd Humlln Resource!! (LIIR) proposal e.nd IbcHSA 
differ.) ")0 be.. Q.J:urn·\~ (\&1:>") 

o 	 \Vhat choices wnuld be open to dual~e.e.rne:r families? Doe& the proposal still 
include the provision ths.t SlJch fAmilies would have to obtaln their insurance 
throuizh the employer ofthe higher e.uner? VI'16.U a 1\"\'C)''16e\e- \.()01 \ dI '1"61 e. 
LUOVld\o.e.. ~ per w..t~ ~·,b\ftlC'f'\. \1i~" C."b/t1IU· (1..)(. dolt.":. ~r a..PP\j. 

o 	 Would then: be 5pecial provisions for retiree.~71?d;r«J e.lii\"'~ C, tSnlt\uMtu. 
t'il\U. ~\. 'Of 'S~I~ k.ke.I ~\f\l:;\\Ml..e.lrt~ '-;;)((.. '~&d ~001\-lU~. 

o 	 The provisions fur temporary assistance for the jnh losers raise several ' 
questions an" concern!; Se(.. s~~c. S . 

How would income be det~lln<Xl1 (Note that AGI is a calendar year, 
ex: post measure.) 

Would eligibility depend on th~ availability of coverage through IS. ' 

spouse? . 

l'orwhat type of eoverage would job losers be eligible? (Ifthqt bad 
indivirlu&l coverage when empioYed'. ~oul4 they get subsidies for 
f~iy policies when they lost their Jobs?) 

. 	 ...~ 

It job loser! were subsequently reemploy~· u:i jobs 'Without health 
~""·mge. would their Slibsidiei continue? 

As cum;ntly \!!Tinen. the provisloD5 would favor joh lo,eu with higher 
wagt$ lll1heif Pll:-YiOU5 jobs ovuthose With lower wages. and would 
f4vor thoscwho 100 ~iously bad Cmpio.1ment~based coverage Clver 
'hose who bad not. Were lhusC ou(06mes Intended? 

o 	 We MV~ received conflicting W'ormationabo~t cost-~g 5u'bsidic;s. One 
fax suited:thatpoople with income below poverty woUld pay 20 pu~t ofthe 
reqUired Co~·sb8ting. and thO.s8 'I.1Iith in,come, betw,ecri 1~O and 200 percent· 
ofpcveny would pay 40 petcent of the fe(J.uiIed cost':sharing~ Another fax 
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stated that former non·cash M&d.ic£J.id bendkiaries with income up to 1 SO 
percent of the poverty level would rec;lvo $ubsidic,. 10 the meeting on 
Frl&y. howe-.·er. we were told that eost-&ha.ril'Ig subsidies would be th~ same 
as in the HSA.. Those provisioni arc quite different. S~rYie.. '4-;. \-\Sfl .. 

o 	 Th" rued mat.erlal suggested that people with income below 200 percent of 
the poverty level would receive subsidies regardless of the type of plan in 

, whic:h th;y enrolled. It also implied that AFDC beneficiaries would not 
receive ,ost·~h.aring ~ubsidie5 unless they met the pov~ criteria.. These . 
it;sues 1160 need to be da.rified. f11\ kfpc. ~i c.i:en-e..s MIJ~ ~~~ .... e. 
~(t)VSh \h~ ~t Ci.M.. -e\i~:fd..2... 1x" f\\ 5~'IW . 

o 	 WhQ would pe.y the c05t.&llli.riDg rubsldles..the feder!..l government or the 
plans? . -:P~flS pb.~y 

EmpIQY~.r Subsjdi~i.- No\-,!: cU. t e£.yot\~ o"'<i,~ Vb\..HJ:...ru (.r»i' M"t,I\ ~~') 

~.,Q~~"e\. .. .' --'.J 
o 	 The propos&.! estimated by OMB appears to c:on1ain ~gnifi,a.nt1y d.i.ffcrent 

provisions rela.ting to employer subsidies than those in the spccifi.C4tions thl:l.t 
we hAve received. It ii our understanding that thcproposa1 that OMBhas 
e5timl~ed: l'( Q{\~\b I\. "W: . 

would IImlt employer ~ubsidiei to employers that h£.d not offered 
covmge in the previous year; ~S\M ~. 

wOuld place a two-year time limit on the subliidies that any employer 
could ~cive; 8lltl 'I13D 

would cap th~ federal obligation for these subsidies after the year 
2000. '\~"D 

.Me these speeificatiorlsputofthe proposal? 

o 	 Firms that provide in,urancc today would receive no 5ub5idi~lS under the 
prnpo~aL Correct? Yci)Pb ~\ ~~ .. 

o 	 Could An employer who does not offer insutA.tlce claim subsidies under the 
terms availilble to employers who expand coverage? 16D 

o 	 Would there be mlriJmum boun of work .requirements for eligibility for 
subsidies, and woUld SJbsidy amoUIItSbe e.djusted for part:..time 'Workers? ;(As 
OIJri"c::ntIj written. an ClIiploycc workirig 1 hour a year w(')uld be eli,Sible for a 
premium. subsidy-capped ~t 8 percent oftheir waie.) fiJI \ t:.IW....LOqitv' 
(eDu\(~ (~ 'no~)_ ~r- h~ \.C6IM ~(e,. pft>-~. 
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o 	 Would employer's subsidies depend on whether their workers had access to 
coverag~ thtotlghtheir spouses' employeD? If so. bow would that be 
monitored? TB>l.) 

o 	 Would employara that currently pay illto tlnlon sickness funds be classified as 
employers ths.t offer ooverage? W . . 

o 	 Ate employeri' subudies a function of their employees' wages or (a.m.i1y 
incomes1 (The lengl.lase in the propose! is I!lIlbiguous.) If'subsidies Me a 
function of ineome5, how would employers dete.nnine this? W~je.~ . 

o 	 Subsidies would be lV!l.i1able for firms e!Cp£ndiilg coverll.ge. Does this mcWl 
just the expanslOIl ofcoverage to new elas.ses ofworker,? What about firms 
thll.t previously covered only individual polieieithat expiu:1ded coverage to 
family polici~? ,&"D . 

, 0 	 IfIlJl employer e..\p8.nd~ CO,,~C10 previously uninsured. part-time worker,. 
offering to ply 100 percent ofthe premium. would those employeeR have to 
PQ)' any part of the employees' shuc:. (Note that the employer would he 
pIl.Yingjuatgpercentoftheirw,ge6.)~~.0'1'\ 'So~o of p(e\"'t"li~ 
....A'\h ?"'" (l:>~ te.Ouc\\ 0" ~ .l;'a/-t.n'~. ' 

o 	 As currontly writtc.n.thc propos~provides,inccntjve5 ror fum9to establbh ' 
new da.sz;.es ofworkCI'J in owto ~ thc:ir ~\lbsidiI;5. How will ,1a.sses, 
or workertl be defined? Will they,00011.1d6 more thlU1full·timclpa.n..tizn= 
distinctions1 16J) .'. , ' 	 ' 

o 	 The propo&al pJ~ provid~,1ltrO!iS c1isiUe~ativesJor ~all fums·c6tablished 
betWeen now and,l997 t9 offer coverage: ~t1M~\ tY).' VD,,'~J : 

o 	 Arc the Income eligibility criteria the same for.newly covered firms as for 
firms ~t expand coverage,', (I'he proposal is UnciaiI' on this jss~e,) 
~'t'3t-I(l'O~\ ~I)~: ~.,,' '~' ,•. 

o 	 How would the seir-employed be treated under these provisions? 1eJ::> 
. '~:.' .. . 	 . 

o 	 Would the subsidy be I1vailab!~ to employee leasing fimis? (Note that f:here 
is a large gaming' PotentiAl here.) 11;])' , , 

o 	 Would state and loc;.oJ gO\"eIl'Ullcnt5 be eligible; (or subsidies? 1'bb 

EmpltlyerObliSilioDI 

o 	 'What maintenance ofeffort requirements would thoro be for employers? Noo-t:.· 

http:da.sz;.es
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n Would there be non·di~crimination provisions? If so. what would thcy bo? 
In pSJ'ticutar. wh.at require:m..ent9 would be placed on employers mnking 

. contncutions in 8. market in which premiums were age-a.djulited?
See. '9tncnu.. bi.U .. 

Sjly<,.id Subsjdies for Children 2.nd Prei'nlW1 Women 

o 	 These 5ub!idi~ would phase OUt llncarly ber.ween 185 percent nnd Z~O 
. per~t ofthe poverty level. Correct? )e~. 

o 	 Iffamilie.s W1 obWt both Rgulu 5ubsidie! anu special subsidies fbr children 
and presn-ant womco, this could be very c::q>cruivc for the fedren11 govc.rnment 
and result in the 0Ytrpc')'mc:nt ofpremiUtl'U. WhA~ eonstrllints. 'ifa.ny, arc LherCl 
on this option, and how wO,uld they be i.rnplc:men~c.d? See.. !:>~" ~ , 

l>resumptive Eljaibmty 

o 	 Could illyone who was eligible for a full subsidy be deelSIcd presumptively 
, eligible at the! Jloint. ofservice? l{f~. 

o Haw would ,SUch! provision,workin prJcti~? .Note that the only experience 
to dl1t~ with presumptive elJ.ijbUlty hu been fora ~limited group ofpeople 
(pregnant WOID.c:n): who are eligiblet'br apubUc program (Medicaid), and who 

. can have the elig.ibwly dc{cITnmcd presumptively by a speCial ifOUP ofpublic 
ana npri~pro5t'phJvlde.rs 'who have received. specialtrainina ,to do this. 

,·Providet~in the, tUtteot pro&Ca.m &I'e at nurit>k. (or: 45 days durir,tgwhlch the 
.woman,~B.s co .b.lve fuU,:cliSJ'bwty delennmi:d.::iThc: federal and state 
gov,mments caTT''ithe fUll risk ifshe turosout nOl Lo bccligiblc. "S.~\ \-M-" 
10 t.."".tt.J o~~of ~~~~ .e,\\~\b.~ for N\.U:t~-

Insuianee :Markei Reforms 
,> ,", ;'; I -. ...

, 	 ' 

o 	 ,.Tbe proposal ~ ambiguous-bout what firms wowd bo in the comm1Jnity-ratcd 
(ell) riuirKet. There is langUage suggesting that 5004- firins might havcthc: 
choice of~ in the Cit or the experience-rated (XR) markets? waS w.t 
intended? No. ~oo't .f\r~s rt\I-~\ <\0 XR. , 

o 	 The proposal stateR that plins ~ollldmodify their premiums for age, 
g~graphY. It'. DOes this mean mac modified communitY .rAting woUld be 
an,uptio;l open to p~~s1 ',. £,D' , 

o 	 ' Wha.t ArC the opc:tl cnrollmeuL p1"ovi:uun~? Is it proposed to have ycar.:round 

s 
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open enrollment for C'Ye-ryooc? (Note thaI this raises issue~[o! a.dverse 
,election.) \-Jo. S~~ d.J..u t'!'"11~S 0 ~ ~'I::!i./)f\ ~iDA Y e l-..c.h 
cf:. ;:,.....t.~. . . 

o 	 Could e.llianees limit the number of' plans that they offered? tAe5. trl'pC.!o· (.1:.>1 
~ DI'\ 9(iC(, 'b~~'.Y.(.'rt:- ~oc.'";>~ ....... w roo'o\\~'lhicY'\ -'I-D c.<n'I..~(..l, 

,,'rt.:C\-:" , '.1: ~ th LA. • . o 	 au!d . ances negotJUo wSoOOUlltS Lor reAsons 0 ~ tu...u econorrues of scale . 
in administra.tion and n:-keting? '1f'b . 

o 	 Vlhat woUld the e!1roll~ent proeesses be for people not enrol.1ing through 
~liam;eIl7 -P\(tQ. ef'(b\\I\~ 1)vt>JtJ\... ~~I'\~ cY~\o.(f'>' 

o 	 Th.t; prop:.niw eppanntly envis.ion~ two ride Adjustment procosses: one in lhc: 
CR market And one bet\ve-..n the XR wi the CIt ms.rket. The provisions here 
arc ~onfiJsing. The Internal CR TTlltfket a.djuittn~nt process-if it c;.oUld be 
impIem~tc:d·.woutd redlsnibute premiums· in the CR ms.rket to reflect 
diffcren~ in the fisko! enrollees. So, \Vithin that ITW'ket, ~ompensa.tion 
would tllko place..The XR. payments··wruch would be eruemeJy difficult to 
implement-would be distrioulerl to CR plans appuenUy 8.1 uno internal risk 
adjustmtmt h.ad o~rrcd. ,Nt. Nc>\<-~\ 1'ure.'\~ 00 ~{'2...\ (\cst... . 
dt:\j\l~~ Y ~QL re.\ti ?~~. . 

o 	 Are the .risk adjustment payments from the XRto the CR ms.rket intended to 
reflect juSt the highsr risk ofindivic!l:Ial ertrollee, or thefr hlgher administrative 
COSU llso" .l'~-

o 	 The· lailgtiage on the high.~ost plan asscssment ... states that CR premiums 
would be Unifo\Tl1: ..ElseWhere, the proposel states that premiums could dlffer 
inside and ouwdeaJlial'lces (reflecting a.dministratiyccost ditrcren~es.) Which 
iScOiTect?CR'~,~ ~~ vr)¥m. M~~~vlrliu...~<"t.-
CMd -1b..{\..c.. fH?M\~ lo"I\d. ~(~. ,. . . .. . 

o 	 What wpuld the rules be for phms o,ffering iuppfem~ntsl ~Y~$e· ..both for 
supplem~nW b,oe.fiti and c05t.sha.ntlg. Specs. uJ\\\ ~~ ~C!I'\h','1 a.,rv'\. 

o 	 WhAt wC?~ld therole ofrE:a:Br be in thiutructUre7 ~ ¥~S C~ bit ~) . 

AdministratiYo Cosls 

o 	 . Would pl9..tl and elliarll:;e administration be fbnded by iSsessmenti on 
p~unu? Would th~ be 'a $p~ific issC'sSID.cnt7 H~n'::l': Lfs.. . 
mk~f'u."i.'. is!>· .' 

a .'i~~: ~he eost .ofhealth cucis be included in P~f!llu.ms? j<'S. \'\O(\S ·I~~. 

o 	 What lnfonna.tion would be required to be col1~ed on a natioroU data 
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n~·ork. Would such a netWOrk be federally sponsored? Se..e- 5"eo;. 
We.\V.lol\:. LOOlA.l ~ be ~llj S90(\SoIe.!, . . 

o 	 Would the federal government be ~spon:uble fur aeLermining the prerniwn 

targets fOT each hetIth cate ooverage: c.!ca.? Ufs 


o 	 Would there be 8. guaranty fund -for &eli-insured plll1'1.S? Ifso, how would it 
be funded? Would the Department of Labor be responsible for pc.ying 
benefits? ~' ~~i~_~ "'V..c}.~rb,"", ~ a<.c.. k(b...,,\~ rE.~QCN"\';' ,-..;, l ~ 
~~ 	L..c.;~M. 

o 	 'The proposal refers to sectiOn! ofthe Finance Committee', propo&aJ that. in 
turn l contain references to ~ion& of the Iotem,ru Revenue Code that are 
apparently beiIl8 rcwrin~n. We do not have th1s1angus.ge iTom the Finance 
COmmi\t6B yet.. 8tld we: need it in order to understand the proposal. 
~ I \ 	Mef-j St.,~\'1\a t ~::nc. . 

o 	 The proposaJ is silent on the deductibility oC the rugh-cost plan sssenmellt 
(HCPA). Is it a deductible e;(p~se for insurers and employers who self
inJure, as in the Senato FinQJlcc eomnlittC'C proposal? 'j~. 

o 	 For purposes ofdeterminins the HCPA, what cocatituteu. "plan sponaor"in 
the c:xperience.rated nwket-for firms that pl.1l'chase insurance and for finns 
that self-insure? '\('b»: .. 

o 	 Whl;ll determlnlng the HC"PA. the aver2se premium equi"'nIent of an 
cxperience..rated plan wowd include ~'any payments required. under risk 
adjustment-. Are tbe risk-adjustment payments inc1w!edthosl paid by 
c:xpcricng:.rated tirins'10 the community-rated market to compensate plans 
in that nwkctfor bigh~st enrollees? Jfnot. what. risk~adjustment payments 
ue included? There is DO. mention that exp.erience.rated pImi woutdhave 
n6k adjustments applied ~o their premiums in order to determine ifthey are 
high:.«>st"plans. "Tfb'D. . 

o . 	 Only the ~ benefit PaWg~, not mcludlni cost-sharing or supplemental 
benefits coveragc, be taken into consideration in the calculation ofa plan's 
average-premium, when calculating HCPA liability. The Senate FinAnce 
Committee bill includod oo,t-sharing (;overagc in lilt: hlghcost plan 
a..~ent ca]cu]ation. Is it the intention of this bi1l10 excludr! cO!l1-sh.a.ring 
coverage. despite the weakening of c:oS't:eontairuricmt incentives broUght by· 
thI$ exclusion? l\e~5.<'.. ' C.;zH -go\:> ~O"2e.'" ~ d'i SwSS, ,.. . 

. 	 

o 	 The tariet groWth Tate would not. apparently, sive credit to . plil.ru and 
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COVc:I"!.it arw that have held costs down before the HPCA is put into effect? 
b it the intc:mion to exdude suelt a distinction despite the wrucningof (;OSt

contairunent incentiVe! during the period preceding the imposition or the 
usessment? 'I~l> 

o 	 Tite ~c1usionfrom employee Income of employar .ptovicled hcoJth care 
would bc limited "in I:l m!nner similar to the Administration bill". Covera.go 
for the certified it811d~d benefit package, including c:ost.-shiuillg amounts 
under the packagc, would be C(cludable from employee income for tax 
purposes. Would supplemental coverage for additional services abo be 
etdudable £rom employee im:.omc? The Administration bill allowed exclullon 
of this type of &upplemcntal wveragc through 1003. What is the inren4ed 
treatment ofsupplemental covc:Tage fbr additional seMees~b e~d.(.,al.t 
\..)0".\4, 	 '«. ~~, a'h \'., \t~AI ~ bl.t-\" v\~o~,~\. -o.n~ (l:T:.t !l.~bt·lllo. 
(»\- , ....(,.\u~ ,,, \ (I(Cw\Jl .J 

Q The !Iodf-employetl woiild be allowed a dedulOtion fpr SO percent ofexpense& 
and that the deduction for individuals (1l5 per th~ Senate F.i.oance Commlttee 
bUl) would he deleted. 11 it intended that individuals who are not self· 
employed but who purcha,e health insurance be GJlowed. no deduction for 
lh~se expenses othar thM the present.law deduction of medical costs, 
including·health L"l.SUr'8llCO costs. only to the ment that'these costs ex~d 7.5 
pcn;e.nt ofadjusted aross incnme? ~, 

Additional Topicl 

o 	 Questions will follow 00 tl1l: trli.e'er artd the employer mandate. u well as 
Medi~ and Medl,e.id provi~ion'. 

x 
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Characteristics of the Uninsured: Work Status Of Family Head,. 1994 
(Millions of Persons) 

Total Uninsured '40 

Full Year, Never Unemployed 24.1 

Full Year, Some Unemployment 7.0 

Part Year ,. Some Unemployment 2.7 

Nonworker 6.2 

Labor Market Characteristics of Newly Insured ay Employment Status 
of Head of Household (Millions) 

Program Initiative Nonworker Worker Total 

Low Income Premium 5-6 5 11 
Assistance 

.. 
Welfare to ·Work Insuranc,e 0 2 2 

Coverage for the Uninsured 4 4 
Unemployed 

Pregnant Women and ,Children 

0 

,a 4 4 

Employer-':Based Incentives 0 3 
to Expand Coverage to 
Uninsured Workers 

Total 

3. 

23-24 
Under 1 Inl11lon. -

5-6 18 
a 

Totals do not include others newly coverd through the low-income 
premium assistance program with incomes over 200% of poverty. 

Worker totals represent those ,employed during some portion of the 
year, as well as the unemployed. Tho'se not actively seeking 
employment, or are otherwise outside the labor force are 
categorized 'as nonworkers. 



Net Effect on Level of Average Private Health Insurance Premiums 

1997 2004 
Baseline HSA Senate Baseline HSA Senate 

Benefit Package na S.O% -8.0% na S.O% -8.0% 
Medicaid Cost Shift 


Payment rates 2.S% 2.S% O.S% 2.S% 2.S% O.S% 

Demographics 0.0010 3.0% 3.00/0 0.0% 3.0% 3.0010 


Growth rates 0.0010 0.0010 0.0% 0.0010 0.0% 1.4% 

Risk Adjustment Across Pools 


Pre-Mandate SOOO+ 0.0% 0.0% 2.2% 0.00/0 0.0010 2.2% 

Pre-Mandate SOO-SOOO 0.0% 0.0% 2.2% 0.0% 0.0010 2.2% 


Pre-Mandate < SOO 0.00/0 0.0% -2.2% 0.0% 0.00/0 -2.2% 

Post-Mandate SOOO+ 0.0010 12.0% 1.S% 0.0% 12.0%' 1.S% 


Post-Mandate SOO-SOOO 0.0% 2.0% 1.S% 0.0% 2.0% 1.S% 

" Post-Mandate < SOO 0.0% 2.0% -1.S% 0.0% 2.0010 -1.S% 


High Cost Plan Assessment 

community rated plans na na o.S% na na 3,.2% 

expel'lence rated plans na na 0.0% na na 3.S% 


effect on underlying growth rate 

community rated plans na na -o.S% na na -1.0% 

experience rated plans na na -O.2S% na na -O.S% 


, Uncompensated Care 8.0010 -8.0% 8.0% -8.0% 
Pre-Mandate -S.O% ! -S.O% 


Post-Mandate -8.0% -8.0% 

Small Firm Exemption na 0.0% 0.0010 na 0.0% 0.0010 


Mandate firms 6.0% 6.0% 6.00/0 6.0% 

Non-mandated firms 0.0% 0.0% 


Retiree community rating na 0.0% 0.0% na 0.0% 0.0% 

Administrative load·· 


SOOO+ 8.0% 8.0% 8.0010 8.0% 8.0010 8.0010 

SOO-SOOO 10.0010 13.S% 8.0010 10.0% 13.S% 8.00/0 


100-S00 16.0010 13.S% 13.S% 16.0% 13.S% 13.S% 

< 100 36.0010 13.S% 13.S% 36.0010 13.S% 13.S% 


Academic Health Center Add-on na 1.S% 1.7S% na 1.S% 1.7S% 
 ~,4 
'TONet Total Additions 

Medicare Savings (shifted?) 0 346B 2S0B ,0 346B 2S0B 

Hospitals 1S6B 90B 1S6B 90B 


Physicians 190B 160B 190B 160B 


" 



Two Parent Family 
Income =75% of Poverty 

No Employer Coverage Under Current System 

Working Household Payments as Percent of AGI 

Current System: 

HSA: 
7.9% Cap 
Uncapped 

Senate 7.lB.94: 
CR • No mandate 

CR·Mendate 

1994 
Household Total 

1997 
Household Total 

2000 
Household Total 

2004 
Household Total 

47.0'% 

2.9% 
2.go/o 

0.0"1. 
0.0"1. 

47.O"A 

24.5°/. 
30.30/. 

0.0"1. 
O.O"/. 

54.4% 

2.9% 
2.go/. 

0.1% 
0.1% 

54.4·/. 

25.2"/. 
32.2"/. 

0.1% 
0.1"1. 

63.0"1. 

2.9% 
2.9% 

2.0% 
.7.3% 

63.0"/. 

25.8"/. 
32.30/. 

2.00/. 
23.1"1. 

76.5% 

2.go;., 
2.go;., 

4.7% 
12.6% 

76.5% 

- 26.8"/. 
35.0"/. 

4.]O/. 
27.30/. 

Note: Assumes average pay in HSA capped firm is average pay in firms with 100 or more workers. 



Two Parent Family 

Income =1500/. of Poverty 


No Employer Coverage Under CUrrent System 


Working Household Payments as Percent of AGI 

1994 
Household Total 

1997 
Household Total 

2000 
Household Total 

2004 
Household Total 

Current System: 23.5% 23.5"1< 27.2% 27.2"1. 31.5% 31.5°1. 38.3"10 38.S"1. 

HSA: 
7.9% Cap 
Uncapped 

3.9"1.> 
3.9"/0 

14.7'l 
17.60/. 

4.0"10 
4.0% 

15.2"1. 
18.7"1. 

3.9% 
.3.9"10 

15.4"1< 
18.S"1. 

4.1"10· 
4.1"10 

16.1~ 

20.2"1. 

Senate 7.18.94: 
CR  No mandate 

CR-Mandate 
14.1"10 
14.1% 

14.10/. 
14.1°;' 

16.S"k 
16.S"k 

16.S"1. 
16.S"1. 

19.'10/. 
.8.3% 

19.10/. 
19.9"A . 

22.7"k 
11.0% 

22.7". 

22.4"11 

Note: Assumes average pay in HSA capped firm is average pay in firms with 100 or more workers. 



Two Parent Family 

Income =200% Of Poverty 


No Employer Coverage Under Current System 


Working Household Payments as Percent of AGI 

Current System: 

HSA: 
7.9% Cap 
Uncapped 

Senate 7.18.94: 
CR - No mandate 

CR-Mandate 

1994 
Household Total 

1997 
Household Total 

2000 
Household Total 

2004 
Household Total 

17.6% 

3.8"/" 
3.8%. 

17.6% 
17.6% 

17.6"1< 

11.9"1< 
14.0"1< 

17.6"1< 
17.6"1< 

20.4% 

4.O"k 
4.0"10 

20.7% 
20.7% 

20.4"1< 

12.4"1< 
15.0"1< 

20.7"1< 
20.7"1< 

23.6% 

3.9% 
3.9% 

23.3% 
9.3"/0 

23.6"1< 

12.5°1< 
15.001< 

23.3"1< 
18.0"1< 

28.7% 

4.1% 
4.1% 

27.2"1<> 
11.2"/0 

28.7"1< 

13.1°;' 
16.2"A 

~121.3'l 

Note: Assumes average pay In HSA capped firm Is average pay In firms with 100 or more workers. 



Two Parent Family 

Income =300% of Poverty 


No Employer Coverage Under Current System 


Working Household Payments as Percent of AGI 

1994 
Household Total 

1997 
Household Total 

2000 
Household Total 

2004 
Household Total 

Current System: 11.7% 11.7~ 13.6% 13.6"1< 15.7% 15.~ 19.1% 19.10;' 

HSA: 
7.9% Cap 
Uncapped 

2.5% 
2.5% 

7.9";' 
9.3"1< 

2.7% 
2.7% 

8.2";' 
10.0"1< 

2.7% 
2.7% 

8.4"1< 
10.001. 

2.9";" 
2.9";" 

8.!rl 
11.0'l 

Senate 7.18.94: 
CR • No mandate 

CR· Mandate 
11.7% 
11.7% 

11.7°1. 
11.7"1. 

13.8% 
13.8% 

13.8"1< 
13.8"1< 

15.8"1. 
.7.5% 

15.6"1. 
13.3"1. 

18.1% 
8.8"/. 

18.1·;' 
15.5"1< 

, 
--

Note: Assumes average pay in HSA capped firm is average pay in firms with 100 or more workers. 



Two Parent Family 
Income =300% of Poverty 

aO%Employer Coverage Under Current System. 

Working Household Payments as Percent of AGI 

1994 
Household Total 

1997 
Household Total 

2000 
Household Total 

2004 
Household Total 

Current System: 2.3% 11.]0" 2.]0/0 13.60/. 3.1% 15.70/. 3.8% 19.10/. 

HSA: 
7.9% Cap 
Uncapped 

0.0% 
0.00/0 

9.30/. 
9.30/. 

0.0% 
0.00/0 . 

10.001< 
10.001< 

0.00", 
0.00/. 

10.00/. . 
10.00/. 

0.0010 
0.00/. 

11.00/. 
11.00" 

Senate 7.18.94: 
CR • No mandate 

CR· Mandate 
2.3% 
2.3% 

11.]0" 
11.7''h 

2.9% 
2.9% 

13.SO" 
13.80/. 

3.0% 
0.8% 

15.60/. 
13.30/. .~ 

2.SO/0 
0.2"/0 

18.10/. 
15.50/. 

Note: Assumes avemge pay in HSA capped firm is avemge pay in firms with 100 or more workers. 



Full (unsubsidized) Employer Payment for Standard Benefit Package 

1994 1997 2000 2004 

. Current System (80%) 
Current System (50%) 

HSA 

Senate 7.18.94: 
no mandate (80%) 
no mandate (50%) 

mandate (50%) 

I 

4,167 
2,604 

3,033 

4,167 
2,604 
2,604 

5,270 
3,294 

3,542 

5,355 
3,347 
3,347 

6,667 
4,167 . 

3,890 . 

6,593 
4,121 
3,071 

9,121 
5,700 

4,780 

8,649 
5,405 
4,002 
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(DRAFf - 7/22/94) 

THE MITCHELL PlAN: 

Responding to the Concerns fo the American People 


Senator Mitchell's health care plan is a mQderate and reasonable approach 
that will move this country toward universal health coverage in a defined time 
frame. And it does so without a.mandate or a government takeover of our 
health care system. It addresses the criticism of the Presidents plan by 
building in a deliberate way on the best elements of our current system and 
targeting resources to maximize their impact in extending coverage as quickly 
as possible to those who currently lack protection. The Mitchell plan preserves 
the right for more businesses to self insure, allowing their employees to 
continue with the plans that are satisfied with today. It builds in extra 
protections for small businesses and working Americans to ensure that 
insurance is available. It strengthens coverage for seniors by including a 
prescription drug benefit under Medicare and establishing a new home and 
community based long-term care program. It is fiscally sound with built in 
protections for the federal budget. 

ClUTS 	BUREAUCRACY AND REGULATION: 

• 	 Replaces large mandatory government alliances with voluntary purchasing pools to 
help small businesses and individuals get affordable insurance coverage. 

• 	 Eliminates intrusive government cost containment mechanism relying on more niarket
oriented approach. 

MINIMIZES DISRUPTION TO CURRENT SYSTEM: 

• 	 All firms with more than 500 employees are allowed to self insure rather than firms 
with more than 5,000 employees under the President's plan. Many more firms tlIat 
sponsor their own high-quality plans and are effeCtive at controlling costs will have . 
the opportunity to continue to do so. . 

. 	 . 
• 	 Eliminating mandatory alliances gives people and businesses more choices in. how 

they purchase insurance coverage induding the opportunity to stick with plans they are 
satisfied with today.. . 
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PROVIDES EXTRA lPROTECTION FOR SMALL BUSINESSES: 


• 	 By eliminating the employer mandate, the Mitchell bill addresses one of the major 
concerns about the President's plan -- namely that such a mandate would hurt small 
businesses imposing a financial burden they could not· handle and costing numerous 
jobs. 

• 	 It provides new targeted subsidies to help the most vulnerable small businesses afford 
private insurance coverage. 

• 	 Should voluntary efforts not achieve universal coverage, the fall-back trigger 
mechanism would exempt firms with fewer than 25 employees, protecting those 
businesses least able to handle the burden of providing insurance coverage to their 
workers. Even for those businesses with more than 25 employees, the Mitchell plan 
dramatically scales back how much they would be asked to contribute. Under the 
plan, employers and employees would split the cost of insurance evenly, a significant 
reduction from the 80/20 requirement of the President's plan. 

FISCALLY SOUND WITH ADDED lPROTECTION TO THE FEDERAL BUDGET: 

• 	 The plan pays for itself through realistic savings to the Medicare and Medicaid 
programs, an assessment on high cost insurance plans anti an increase in the toba'cco 
tax by 45 cents per pack. 

• 	 To provide ironclad protection to :the federal budget, the plan provides a fail-safe 
mechanism to ensure .that the cost of reform does not exceed the'savings and revenues 
in hand.· , 

RELIES ON MARKET ORIENTED COST CONTAINMENT: 

• 	 Rather than an intrusive government sytem for controlling costs by regulating 
,insurance premium increases, it fosters market forces and harnesses them to keep costs 
down. By placing an assessment on high cost plans, it encourages plans to lower their 
premiums and employers and individuals to choose more efficient, better priced plans. 

. 	 , 
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THE MITCHELL PLAN: 

Preserves the Best Elements of the. President's Plan 


Senator Mitchell's plan includes the elements that the American people want. 
most out of health care reform. While any of these features were included in 
the President's plan, the Mitchell plan acomplishes these goals in a volunatry 
way, with less government involvement, building gradually but deliberately on . 
our current system, with the least disruption possible. It provides affordable 
insurance for working families with security of coverage that can never be 
taken away. It expands choices of doctors and insurance plans and ensures 
high -quality care. Finally, like the President's plan, it preserves and 
strenghten coverage for older Americans under Medicare. 

ACHIEVES PRESIDENT'S GOAL OF UNIVERSAL COVERAGE: 

• 	 It ensures that all hard working American families have the insurance protection that 
they deserve. 

PROVIDES PROTECTION TO THE MIDDLE ClASS: 

• 	 By capping household insurance expenses at 8% of illcome' and providing targeted 
subsidies to middle class families, the Mitchell plan insures that insurance protection 
is within everyone's reach. 

REFORMS INSURANCE MARKET: 

• 	 The plan embraces the consensus insurance reforms that enjoy overwhelming support 
in the Congress. It levels the playing field for small businesses and indviduals by 
community rating premiums for firms with fewer than 500 employees and individuals. 

• 	 It eliminates abusive insurance company practices by guaranteeing issue and 
enrollment, eliminating preexisting condition exclusions and lifetime limits and open 
enrollerhent. 

• 	 It establishes voluntary purchasiJ:ig pools to help small businesses and individuals 
negotiate rates only large companies can get today .. 



(DRAFT - 7/22/94) 


ENSURES HIGH-QUALITY CARE: 


• 	 The core benefits package will emphasize primary and preventive care to help keep 
people healthy not just treat them once they become sick. 

• 	 A portion of each premium will be earmarked for medical research to encourage the 
technological advancements and improvements that have made American medicine the 
finest in the world. 

PRESERVES AND STRENGTHENS COVERAGE FOR SENIORS: 

• 	 The Medicare program is preserved and the benefits seniors enjoy today will be 
expanded to include coverage for outpatient prescription drugs. Starting in 1998, 
Medicare will cover the cost of prescription drugs with a $500 deductible, 20% copay 
and a cap on out-of-pocket expenditures. 

• 	 In addition, the Mitchell plan establishes a new home and commuinty-based long
term care program to give older Americans and those with disabilities additional 
options for care. 
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SENAIE LEADERSHIP PROPOSAL 

QUESTIONS AND COMMENTS 7n.51'J4 


o 	 How would eoverase be de:fined for p\,Jrposes of'detenninlns whether the 
trigger would be pulled? For example, would everyone "With income beloVo' 
the poverty levd--who would be presumptively eligtble••bc con£idered 
eoV!ted even If they hadn't !Molted in A~ plan? 

o 	 The tl.me:1hune for implemen1ing the mandate if the trigger was pulled would 
be short. How could the inftutruaure c1wlgea that ,would be ncceua.ry to 
SwiICh from a voluntary to I. mandatol'Y world be ~mplished in a. year? 

Mandate 

o 	 How wwld two-worker Umilit;! be troatcd in II. mandate ,,"·orld without 
Qompulsory alliIl.nQC3? To whom would non·QU'Olling. cmployors Iilake 
paymmtl? 

o 	 Who would be responaible for eo.lculaMs the e;.cuu-wof'kcr a.d.jUBtmcnt. for 
employer premium paymenls? 

Q 	 Would lingle end two-parent familie. 'be pooled for purposes ofdetennining 
the emploYflr'" !hare....as in HSA7, 

c 	 As currently written. all employers would be eligible for S1lb~di~ under the 
mandato. I. IbM correet? Would thoie subsidies be time-limited? 

o 	 Wlwt ate the proviSlons for the Indl\'id.ual mand.lite7 

o 	 It is possible thu.t workers could get bigger subsidies In the mandate world 
than non-workers, but th~t. would depend on the interaction between 
employer.' ctOntrib~tlODJ and subsidies. (S" pr~ous mClllo.) 

Medicaid 

o Would Medieaid C4Iltinue to pay ror emers=,y seM~es for illegal aliens? 'ie:>~. . 

l' 
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o 	 Under the ProfOSItl. rutes would have to make general maintenance of effort 
payments on behalfofnon-c.ash beneficlariei. Ai writte1'1, all DSH payments, 

... 	 not ju.~t those attributable to noa..ush beneficiaries, would be included in 
those payment!. TUhat e.orreet? "tio. 0<'1\, #A'TI'i"¢> 'tYSl-1 ~'if"\e,,\:.~ 

a\t(~tootc..\7\e.. ~ t'\tJl\. cc.s"" be('\Cl:,'\. ~ \ilO,) ld l::::e 

o 	 Mcdic:a.w belnetlciariel WQWc! hive the dloi~ or. regulacfee-fbr·seMce dNi 
~nefit or A mA!Ul&od. bcocui (PBM) for dru~$ only. The skimming 
opportunity for the paM! could ill~rel1se the COl!t of the diug benefit 
eon!;iderably. IIow would Mcdiwc pay the PBMs? 

o 	 The ptt'poYl dOC2 not ~elude the addicion&.l. rebate that is in the: HSA. Was 
that intended? (Th; r~batQ would proteot Medic;u~ agalnst ra.pid growth in 
drug prioea that mlU'lufa.oturcl'1 could use to offset ether rebates. ) 

2 
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o 	 On January 15, 1999, the Health Care Coverage Commission would determine 
whether the voluntary system has achieved 95 percent coverage. 

o 	 If the Commission determins that at least 95 percent of all Americans had health 
coverage, they would send recommendations to the Congress on how to insure the . 
remaining uninsured individuals. 

o 	 If coverage is below 95 percent, the Commission would send to Congress on 
Febmary 15, 1999 one or more legislative proposals to achieve universal coverage. 

o 	 Such legislation would be referred to the relevant ooIllIIrittee(s) and would.be 
considered in both the House and the Senate under the expedited process 
provided for in the Finanee Committee bill. The legislation would be fully 
amendable and require the President's signature. ... 

.. 0 	 In order for the legislation to be eligible for this expedited procedures, GAO 
would have to certify that the legislation would in fact achieve univers~ coverage 
in a deficit neutral manner. Prior to the bill being brought up on the Senate 
floor, prior to third rcading,and prior to final passage of the conference repor:t, a 
60 vote pqint of order would lie· against such. legislation if it does not have the 
GAO certification. .. 

o 	 If universal coveragelegislarion is not enacted by Noyember I, 1999., an employer 
m~date woul4 go into effe~ton Janua,ryl,W99.:··:'· , 

. 	 • I; • i . . , . , •. :" 

, , ':, " , :"': ',; ~:- ';, r..,', .• ,~ ',i~. ::. ,.' ,': . ,;' ::. " " ;.',: .~,;":':-:~,,:~;~~~>,~.,<- .' . _. .. .' 
o 	 Un4~r :the· ~ai;tda~e,ep?'p~oy~rswi~' 25 ,9r:,WC?t<i;~~p!oy,~~~~~)tl1d have to pay 50' 

... ereent of tlieir';ern 10· 'e'es'; 'rerriiun1 costs/with;:the::erii ·loee:a in the .. . . p ... ..... .. ,..,', P., Y.. ......,.P, ........ ' .. .....,,.'J .,." ....H "",P.,<.Y: ....P Y., g: ..
••··.,·".,,\· 

remainder.··· Fums eriiployfug.fewet)han.·~;,.W9r!~rs"w(jW.d,be;·4emptfr.om .tbe 
employer mandate: ID.di\1dtiaIS \voui~ be$eq#fr.eg:~b~b~~ hemth· iDstinince.. : .. 

... .. >'.'.:" ....~:.~·2.<: ',':,':' .;.- '> ~:.i>j:;:--;:: ,'<. ,'. . 

. 0 . Subsidies would be available ·to reduce both:employer·and individual cOsts: . 
..,.' ' .. ; ,.. ~~.: ~::::.'.· .. >~:'.":~'\.,~<'·'"C'.'''.:::}·t{;,R:'..';::;j.~.:,". ......• '. . . 

·0 Employersw9U1d paY:tl1e lesser,of?O p~,Iceli~pf~e premium or 8.percent . 
ofe~ch·.e~pi(~y'~~S· wage~ ., .......:.y.:.. :(~~::.;~ .;' . .. .. . . 

o 	 Wdrkers'WOuldp~~ ~e .less~r:o.~.$hJ~~~k~~;'gt~~·premiumor 8per~nt of 
wages, Of th<: ~o~t.tl?-~¥'Yo~~:~~~:,~~~t;,~~/~~.a,r low iti.~me subsidy
program available 'm, the.Y()lunt~ ·syst~w~,&,~:~, t· .:.. ~•. ':. 

... .: .. :..... ~... ;: ,'.::~\,.:':~,' :")'., •• >.. ;;·~,t}~ft.·"·N~t;;;:/~·; ",. . ........ ;:/.;,;'" .; .. 
o . Non-warken'.6r those' in exempt firil1s':wo iI.C';eligible for the same . 

". 	 ",. •. '. '-.~-, 1":'__ >"':1':~~ .,.".'.. t,."',' ", ,:,.,·:;··.,.··~~.:".·t-.['+"~·);"it~: .;t"-' • '"d''''' ". ," ,'" •..~~-...",,!,~. 

blrgete~ su~sidies;.ay~a~le t;lnder)~~~pJ~WX:..sy,~!e~.;Fof::,,~qs,~;:~~low. . 
75 ercent of ., ave "", for .mstance· ;·slibsiwevs:w6UJ.d:'e 'ti31100 'ercentof ..lli~f~· ·re'm··{"um'·~ 	 .h;mes·~' b·;·;e':"';'e:;~'7li5J./·~rcent .... co:"n~·tr:Tf?l·b~"U·'ti·:·o;·n) p·o'·...r.' ·:·c::·rs·'·';ohn'~'s~'{~\~Fi':fm::·'1.~co·

..' .. ~' P. ,., . ..) .. ';;',;& .. : ••. " P.. ,'. :.,. ·., .. ,.:,.-,c /:f's .:~: '." '~ ..... ' ..""": . , .....:. P.. , ... . . 'C',.'.' 

and 200 pereenf·ofpqverty. the subsidi~ would ,range' from 100 to 0' . 
percent .. ,". ;:.4'J .:L '·;0';. .,: . . , 

, ':':: ,:,;; 'jjHHH~~l~l<", ' 

http:Non-warken'.6r
http:eriiployfug.fewet)han.�~;,.W9r!~rs"w(jW.d,be;�4emptfr.om
http:would.be


CBO on Senate Finance 

We've been down this road before. 

Apparently CBOwill say that the Senate Finance bill, like other 
bills they have looked at, leaves 24 million uninsured, and has 

. all the failures of other incremental approaches - 

o 	 premiums will go up for those currently with insurance 
(Catholic Health Association/Lewin study) i 

o working Americans will remain at risk of losing their 
health coverage when they lose a job, change a job or get 
sick; 

o 24 million people, most of them hard-working middle class 
families, remain without health coverage. 

CBO's analysis must confirm what they found with Cooper -- no one 
has found a way to achieve universal coverage without shared 
responsiblity. Non-universal plans actually make things worse 
for businesses and middle-class families. 

Remember back to Cooper. Everyone thought it was an easy 

solution to health care problems, and instead, when it was held 

up to scrutiny, it had fatal problem$. It had an enormous 

deficit of hndreds of billions; the tax cap clearly had violent 

opposition; and it had all the problems of non-universal 

solutions. 


How does Senate Finance pay for its subsidy program taxes on 

those who currently provide insurance, meaning businesses and 

families that currently provide coverage will pay more to cover 

those who are without. 


Just like Cooper, you need to look carefully at CBO's analysis. 
Read the fine print - like 6ther non~universal bills this bill 
will make things worse for a lot of middle-class bills and small 
businesses. 
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Shared Responsibility: r[he American Way 


Sha.rcd rcsponsibility is thc .J\mcrican \vay _. part ofthc Amcrican tradition of work and rev,·a.rd. Ninc 

out often Americans \vith private insurance already get it through theirworkplacc, Real health ca.rc 
reform will continue this tradition, building on the existing system and eKpanding it to include all 
A.merica.rls. 

And sha.rcd rcsponsibility will lower costs for businesses that already insurc their workers. Small 
businesses who pay the most today will benefit most from reform. And studies reveal that real reform 
will not slow the economy, and may evcn create jobs. 

This health ca.re reform debate is coming do\\n to Il. choice between two approaches. One builds on 
our American system of workplace health benefits, and makes sure employers live up to their 
rcsponsibilities. The othcr approach leaves every fa.rnily at risk of being dropped. For middle class 
.J\mericans, its an obvious choice. 

Thc Amcrican people o"'crvvhdmingly support Cniverso.l Covero.gc: 78% according to a rccent ,1BC 
Ne'ws/Washington Post Poll [June 27, 1994]. And sha.rcd rcsponsibility is the faircst, and least 
disruptive way to gct thcrc. 

http:Covero.gc
http:rev,�a.rd
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I. 	 WITHOljT SHARED RESPONSIBILITY~ COST SHIFTING WILL 
PUNISH RESPONSIBLE BUSINESSES 

There is often cost-shifting among firms in the same industry, "craating a situation whara soma 
amployars may actually subsidiza haalth cara providad to amployaas in compating firms. "[N~t;otlol 
Association of Manutact~er;, "f-mploye, Shifting J::.zpendiru,es," prepared by Lewin let', Uecember 1~~ IJ 

The: l:UIle:ul ~y~le:IU fUll:e:~ le:~IJuu~ible: e:IUIJluye:l~ lu IJay fUl iU~Ulalll:e: Uue:e: liIUe:~. Fil~l, fUl ule:il uwu 
e:IUIJluye:e:~. Se:l:Uml, fUl ue:IJe:mle:ul~ UfUle:il e:IUIJluye:e:~ whu wUlk, bUl uuu't ge:l he:aIUIl:ale: fiUIU ule:il 
uwu jub~. AUUUlil U, fUl Ule: UUiU~Ul e:u -- IUall)' uf Ule:IU WUl kiug IJe:uIJlc: -- whu ~huw UIJ iu AlUe:l il:a'~ 
e:IUe:lge:Ul:Y IUUIU~, allU whu~e: uUIJaiu l:u~l~ ale: auue:u lu Ule: bilb ufulu~e: whu UU have: iU~Ulalll:e:. Cu:sl 

:shifling i:s a hidd~nla~ unl"~:spun:siLilily and un ~JUpluyJU~ul. 

" 	 Iu 1991, e:IUIJlu)'e:l~ whu 

luukle:~IJuu~ibilily fUl Hidden Tax On America's Business: 
e:IUIJluye:e:~ allUUle:il faluilie:~ Responsible Businesses Pay 3 Ways 
paid $26.5 Lilliuulu l:U"H 

wuduug d~p~nd~nl:s whu:s~ 


~JUpluy~"':s did nul uff~1" ~-+- cost For Uninsured 
$200

UI:SUI-anl:~ lu tJl~il" 	 __----i-I...OSl tor Working 
DependentswUl"k~I":S. [National Association of 

M>tluf.ctu••", "Emp/co),.. CcostSJ.ifti"'l! $1!J0 

upendrru,es, "prepared by Lewin·ICf, 

December 1991] 


Cost For 
$100 own Workers 

o 	 That same year. employers 
$50\vho took responsibility for 


their employees' insurance 

also had an additional $10.8 $0 


billion added to their 

premiums to cover the 


'199'1 

uncompensated hospital 
costs of people without any insurance. Nearly half ofthese were to pay for "workers, or 
dependents of workers, in finns that didn't proyide COyera2e." fNational Association ofManufact~er;. 
"Employ.,. CoJt-Shiftill~ Exp.IIJirw·.J. " p,·epa...e.:l by Lewin-ICF. Decemb." I?? 1] 

2 
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Tile manufacturing iIulustl')' -- a critical source ofhigh-wage jobs and e""Port-quality 
American goods -- has been hard hit by cost shifting. .!\.merica·s manufacturers are among the nation's 
most responsible business. covering almost all oftheir workers. They must compete against foreign 
manufacturers with stable. insured. productive \vorkforces. while carrying the e"1:ra burden of 
companies that do not provide coverage. 

• 	 Bethlehem Steel has 20,000 employees but pays insurance for 160,000 people...!Uthough 
locked into a competitive battle with Canadian steel producers just across the border. Bethlehem is 
burdened by $65 million in additional health care costs -- almost a third of their total health 
care bill -- because of cost-shifting. [Testimony ofB. Boy1eston. VP. for Human Resoums. before Conuessional Steel 
Cd"""'. 6123/94] 

• 	 One ctudy ectimatec that 28% or $11.5 billion ofthe health care coctc paid by manufacturing 
companiec are a recult of coot chilling. Manufacturerc buy incurance for over 3 million workerc in 
other 'inductriec: [National .O'...o".t,"" of Mlutufactw:«•• "ElllpI.".,. C.,;r-Shi/l'i1l8 Exl'.IIJir",..S. ff prepared by Lewut·ICF. 

December 19911 	 . 

M 0 S t 0 f Man u fa c tu r in9 Cos t S h ift Is 
From Workers .In Other Firms 

Health Costs of Manufacturers Com ponants Of Cost Shift 
35 

30 
$29.8 Workcrc 

26 Billion 

20 Real 
C u;; l;; 

'5 

10 

5 
N0I1-Worker5 

o L----l_____ 

Sourcu: Lewin VH I for The Nationsl A66aci~tian af Monufscturer6 

• 	 Unh'ersal co'\'erage 'will eliminate the penalty on businesses that pro'\ide co'\·erage. 
"Universal coverage would meal! that those firms that /lOW offer insurance '~'ould 110 10llger 
need to pay indirectly through higher doctor and hospital bills for tlie care givell to uninsured' 

3 
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wurklfrs u/'Id {/wirJUff/ilift.s. Of! {hft. u{her hU/'Id, firms {huE du /'IU{ /'IUW Jlruvide i/'l~·urum.:ft. c:uuld 

flU IU/'li!,ft.r ridft. frlflf." [eBO,2I94J 

11. 	 A VOIDING SHARliD RliSPONSI.BILITY MliANS lVIORli 

WORKERS WILL LOSE THEIR COVERACE 

"For those who have suggested that the best policy may be to muddie through with on(v small, 
incremental changes. our ana(vsis suggests that the number ofuninsured workers in small 
businesses will continue to grow. Ifour survey proves true, in the years ahead 30 percent ofsmall 
businesses current{" providing insurance will drop llleir insurance coverage because oflhe high 
COSI." 	[Health Affairs, Sonne 19921 

• 	 Under one proposed plan. where benefits were not guaranteed at work. two million workers in 
small businesses would lose their employer's contribution. rCBO. 2/941 

• 	 Another reform alternative would cost 1.3 million Americans their insurance every month. And 
1.8 million Americans a month \vould lose their coverage under yet another leading alternative. 
[L.win-\'HI "Iinnl.' fe.. F.....Uli•• US!'..J 

B If employers do not take responsibility, every worker in the United States will be at risk ofha'Vlng 
to bear the entire burden ofhealth insurance alone -- $3,900 or more each year. [''F~co;md N"li",,:lI 
Health Kafom." KaISer Comtn1S1SSIan on the future of Me<l!ciI\<I, )I~~J 

l\Io.n~ and more, employee~ are being hurt as ..bulg (;o~b fon:e (;OUlpaJJ.ie~ that take 
responsibility to (;ui bad.. 

• 	 The pell.:eI1lage uf wUIkeIs whuse empluyeIs SpUUSUI a heah.h iW;UliJ.Ilt.:e pliJ.I1 is il.heil.uy falliug -
fiUIH 81% m1988 tu 78% iu 1992. Iu 1978, 23% ufuew t.:UmpiJ.IlleS u.ITeIeu health beudits tu 
Uleil empluyees. Iu 1992, Ula! pel t.:eutage hau UtUppeulu 15%. [Depill'tmem afLabar, 5/94: Uni~'eniIY of Narth 
C","olin., Sl!l2] 

Fewer Workers Get Benefits At Work -
More Rely On Public Assist<1nce .Or Go Without 

Millions 

19B9 	 1992 

'D N 	 Innu""·neeOlll",hn:,tUf"II\':~ , 0 Q r9 4' 

250 ~--------~-------------------------------, 

200 

150 

lUll 

50 

o 

http:il.heil.uy
http:OUlpaJJ.ie
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• 	 NCi1.l1y :six iulcu AIIICliCi1.lI:S ci1.luiug bclwccu $30,000 ami $50,000 a YCi1.l hayc cxpclicuccu 
hcalLh bcuciil culback.:s iu lhcil huu:schulu:s. Thc pClcculagc uf fi1.luilic:s willi full cIllpluycl-paiu 
CUYClilgc fdlflUIII 32% iu 1988 lu 19% iu 1992. [New York Times/CBS News PoIl4i7/93: Hay/Huggins Benefit 
~port, 1992] 	 . 

• 	 Stp.vP. Hllrrl. i-'rp.!,;lrlp.nt 

i'lnrl (:hlP.f EXf.r·lltlVp. Percentage of Families With: 
(mir.p.r of Sati>way Inr Fu II Em ployer-Pa.id Coverage 
-- onp. ofthp. worlrl'!'; 

li'lrep.!';t tnorl rp.ti'l11p.r!'; -

!,;i'llrl hI!'; r.ompi'lny 

rompp.tp.!,; "with snmp. 

vp.ry Inrgp. t:nmpnJ1ip.s 


thot nnJ1 't njji?r thp. 


snmp. kiJ1n nf 

t:nvp.rngp." Ifhp'i'llth 

rp.tnrm rlop.!';n't pi'l!';!'; wIth 

thp. p.mployp.r mi'lnrli'ltp.. 


Hnrrl t~i'lr!'; thi'lt Si'lt~Wi'ly 


m1ehi hp. tnrrp.rl to 

r.1lrt.i'l111t!'; r.ovp.ri'lep. "tn 


lp.vp.1 ttlP. plriyiJ1g ji&!ln " 

[LA Times Fri<iay July 22, 1994] 

35% 

30%~--~--~~----------------------------~ 

25%~----------------~~-'~--------------~ 

LU%~--------------------------------~~--~ 

'15% ~--------------------------------------~ 
, 

10%~--------------------------------------~ 

5%~--------------------------------------~ 

1992 

5 

http:tnrrp.rl
http:rompp.tp
http:i-'rp.!,;lrlp.nt
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'. 


III. SHARED RESPONSIBILITY IS GOOD BUSINESS 

"The simple math IS It saves the company money. It costs about $1,500 per year to cover each, 
employee, part time andjUll time, and the cost o/attrltlon Ifwe have to hire and retrain a new 
employee IS over $3,000." [Starbud:s CEO Howard Schultl) 

• 	 Starbucks Coffee. 4.800 employees. was named one of the fastest growing companies in America 
in 1993 by Fortune Magazine. CEO Howard Schultz believes that a comprehensive employee 
benefits package for all workers is the key to competitiveness: ':At Star bucks Co.lJee Company 
adding ben~itsfor part-time andjUll-tlme employees IS leading to a healtJller workforce and 
bottom line. The longer an employee stays with us, the more We save." Starbucks posts higher 
profits every year. sales have gro\'\>n almost 80% over the last three years. and the stock price 
continues to climb, 

STAR8l.D<S w'"FEE Provides t-eatth 
Benefits Fa-All a Its Err"Poyees 

I'oi..rrbEr d 51;_ 

/
/ ,r------------

YJ"j1 /,-_________---: 
./

;<;"'/ 

,\Q4'Wi 

4!ll) FtJlllrream Part llrre ErrJjo,EeS 

And The Carp.my Keeps GrONing And GrONirg 
Ooure: ~.rtu:" """""IQO\,I\II 	 , 

Shared Responsibility Works 
For STARBUCKS COFFEE' 

Em"", ($ Milli"",,) 

$10 

$4 


$2 


1991 1992 1993 

• 	 PictureTel, the technology and market leader in video conferencing, has doubled the number of 
its employees since 1991 to 865. Thev are able to provide health care benefits to all their 
employees and vet still gro\,\>' at world class rates -- an astonishing compounded growth rate of 
97% over the past five years. PiCtureTel is the market leader both in the U.S. and in Europe. 
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Shared I'espollsibilily norks arowld lhe \\'ol'ld. 

"[Przza Hur and McDonaldsJ are /zvmg proofrhar shared responslol!zty works for employers and 
employees, and as a means for a nation ro achieve universal coverage, .. ["Do As We Say, Not As We Do," 
Th. II • .dllt C"". R::futlH Ptl'j.~l. July 1994] 

• 	 Pizza Hut, \"hich earned a net profit la::;t year of$3 72 million, doe::; not contribute to health 
in::;urance for many of its hourly restaurant workers in the United States. The company does make 
a group irulurance plan available, but. employees are required to pay the full amount. After six 
months, the company will contribute to the cost ofcupplemental coverage, but paying for the basic 
plan ic ctill the recponcibility ofthe employee. 

By contract, in Germany, Pizza Hut ic required to pay 50 percent of its employees' premiumd, i\c 
of 1991, there were 61 Pizza Hut restaurants in Germany with revenuec of $39 million and 2,100 
employeec. In Japan, Pizza Hut ic required to pay 50 percent of the premiumc for employeec who 
\~'ork at leact 30 hourc per "'''eek ac most do at any of the company'c 65 rectaurant$ there. Pizza 
Hut lS doing so \vell there that t ..."o yearc ago the company announced its intention to quadruple the 
number of Pizza Hutc in Japan by 1997. 

• 	 .l\IIcDonald'c doec not cover hourly or part time workerc at itc rectaurant$ in the United States, 
Howe'.;er, McDonald'c does pay for c'overage for it$ worker:;; in Belgium, Germany, J~pan, and 
The Netherlands .. Germany ic one on..,fcDonald'c CIX largect marketc, \vith 27,000 employees and 
revenues of nearly $1 billion in 1992: Likewice, in The Netherlands, McDonald's now hac 100 
ctoreo a 17.6 percent increace over lact year. In Japan, the number of.l\'fcDonald'o restauranto 
(1,01&) hao increaoed & percent oince 1993. 

7 
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IV. SHARED RESPONSIBILITY HAS A SMALL IMPACT ON BUSINESS 

''In {h~ pus{, w~ huvrt tukrtn similu,. uc;{iuns W USS'ur~ wu,.k~,.s u minimum wug~, lu pruvidrt lhrtffl 

wilh dhubi/i{y und rrtli,.rtm(,;nl brtnrtfils und {u srtl UC;c."upu{iunui h(';ul{h und sufrtlY slundurd". Nuw 

Wrt shuuld gu un(,; s{rtp /u,.{hu und guurU!I{rtft {hut ull wurkftrs will rftc.·rtivft udftquu{rt hrtul{h 

in~"uruf/C:ft pru{rtc;{iun. /I [President fuchard M. Nixon, "Special Message to the Congress proposin,g National Health Strategy." 2118{71] 

"J c.·un USSiHft yuu {hu{ {hrtrrt's nu{ guing {u bit u sing 1ft jub lus{ if {hrt irw).runCft plun yuu urft 

prupusing gu~s inw ~Jlft(;{. " [Eric Sklar, Owner, .Burrito .Brothers R.estaurantsJ 

• 	 A ~ytilCUI ufcmpluycl-cmpluyce til!<ucu le~puu~ibility make:; :;eu:;e beL:au~c it builu:; UIl thc 

exi:;tiug tiytilem. Niue uut of leu AUielit:<UI~ with plivate iU:;ul<UlL:e get it ulluugli employclti. [fBRJ, 

1f94] 	 85% ufIillw; wiul mUle UI<UI 25 cmployccti uITCI Ulcil wUlkcl~dlealul bcuditti. [HI.:l,A. "Source 
Book ofH...1th 1,,,,,,'''''0. D~ •. " 1992] 

• 	 A r~r.~nt ;:;llrv~y nf nv~r 'l.IlOIl m~Jnr ~mplny~r;:;. mr:1l1dme Fnrtnn~ 1()O and Fnrtnn~ 'lOll 

r.nmp~m~;:;. tOllnd that "nlmn.\t nll prnvidp.d mp.dir.nl r.nvClrngCl tn jill! timCl .<;nlnriCld mnplnyp.Cl.\ " 
[Daily Labor R.epOft. 3/lf94] 

• 	 Many busincsscs that nlready provide covcrage could see costs actually drop Q3 the burden of cost
shifting is lifted. Small busines3es -- who can currcntly pay Q3 much Q3 35% morc thanlargc 
busincsscs for thc same coverage for thcir employecs -- \vould bcnefit most dramatically. [lldy 
Hieeil15 Report] 

• 	 The President's original proposal capped contributions at 7.9% ofpa),Toll and. with discounts. 
many small businesses would have paid only 3.5%. Every congressional proposal pending 
contains even greater protection for our nation's smallest companies. All ofthe proposals would 
cost far less than the 90 cent per hour minimum wage increase signed into law by then-President 
George Bush. 

• 	 Recent studies ofthe minimum wage increase show negligible effects on emplo),ment. A stud~' 
comparing fast food emplo),ment in New Jersey where the minimum wage increased, and 
Pennsylvania \vhere wages stayed stagnant. found a greater emplo),ment increase in New Jersey. 
[C""O "".1 &:"050<, Pri.."c.ton Ul1.ive....i.ty] 

• 	 Studies have estimated that reform 'with shared employer-employee responsibility 'I.\rill create jobs 
-,as many as 25S,000 in the manuf.'\cturing sector, and as many as 750,000 in home health care. 
[''The Impact ofthe (bnton tiealth (are Plan on Jobs. Investments, Wages. Product1~'lty and bp0t15." tcononuc Pohcy Instllute 
No"Qmla. 1993: &'"t.", from B.oobnS' In<t't"t. <tud),. 9!17l!l3) 
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v. HAWAII; HEALTHIER BUSINESSES, HEALTHIER PEOPLE 

"I{ is c.;l(&ur {hut {he (&mpluym' mundu{e, ' , ' hus su(.(.'e(&d(&d in bf'i"~i"~ Huwuii lU {he {hre"huld uJ 

univef'"ul hE$ulth if/SUf'WKE$ (.'UVE$f'U~Ei, Thul SE$Eims lU huvlt hdped f'eslf'uin h(&ullh (.'w'e inj1u{iun, u , 

sef'iu'/J.s pf'ubleffl hE$f'e bu{ lEisS aili(.'ullhufl un Ihe mufnlund; heuUh ifl~ura"c:epremium)' are 
,abtltll30 perc:elll cheaper here, while uimus{ evef'ylhin~ dSEi in Huwuii is mure MpEinsivlt. " 

["Hawaii is a Health Care Lab as Employers Buy Illsurc/I1ce': Ncw York Timcs, 5/6/94] 

Shared reoporwibility it; neither an untried novelty nor an exotic import unouited to the American \'\iay 
ofbuoineoo, 

Ha\'\iaii (197~), Oregon (1989) and Waohington State (1993) are the only otateo with a current 
commitment to univeroal coverage, A1l have chocen employer employee ohared recponoibility ao the 
moot practical way to achieve it, 

• Since 1988, the 
number ofworking 
unirwured in America 
hac increaced by 21 %, 

But during that oame 
period Wachington 

enjoyed a 19% 
decreaoe in ito \'\iorking 
,unincured, Ha\'\iaii (la,,,, 
a 15 % drop in \'\iorking 
unincured, and Oregon 
oawa 2% decline, [CPS 

and Censu. data. 1988. 19931 

Working Uninsured 1988 1993 

Percent Increase In Working Uninsured 
~O% 

20% 
N atio n a I ' 
Average' , 
,+21.3% 

0% 
Ha.wa.ii 

-10% -1 4,9 % 

-20% 

• Hawaii, the state that's had shared responsibility the longest, has 96% coverage, Employer-paid 
premiums are 30% lower than they are on the mainland. l\jA.I), 1I1I4: tlawau Vepartment ot Health, 11111'LJ, 

Shnred Responsibility Works For 
Sm all Bu!;in~!;!;~!; In Hawaii 

S P rG' m iu m , 

Prem ium s Are :10% Lower Thlln The Nlltionlll Averllge 

) 2 ,0 0 0 

, , ,500 

$' ,n nn 

S500 

SO :...--
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.. 

.. Siul.:e Hawaii begaI1 a~k.illg all eIUpluyel~ to pluviue ill~Uli1Ill.:e iu 1974, tlle uuelllpluYIUelll lalc 

ha~ Ox uppeu lu uue uf tlle luwe~l ill tlle ualiuu, :oIllall bu::;ille~::; Cl ealiull lia:; I elllaiueu high, i1IIU tlle 

I ale ufbu~iI1e::;::; fl1iiUI e~ wa::; Ie::;::; tlli1I1 half tlle IialiuIlal1 ale. [Hawaii Department of Labor and IndtmrialRelations; 
Dun "",d Brad<t...t, Ji"l""tkl;;, N.,,; BlIrj"". ]"cc'P"':lJtjM RIJf*, Jo"m;J of tho Amino"", M.d'• .! A."oo'.t'"n, 5.!1!ll!l3] 

"Universal access is in itself a cost-containment strategy. Because virrual(v all ofHawait's people 
have access to primary care through the employer mandate and the state programs it has made 
possible, utilization ofhigh-cost services is .well below the rest ofthe nation. This leads to low 
health care costs, comparative~v 101'; small bUSiness insurance rates, and a 101',;er portion o.fgross 
domestic product spent on health care l~hen the state is compared to the rest o.fthe nation." r"Hawaii 
'J £''''pl.,~." AI""d",. emd i,'J C""'1'ibu,i.,,, ,., U"jv<rJai A«as" 1..\M.'\ 5119193] 
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