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WHAT \VlLLHAPPEN IF WE PASS BOB DOLE'S PLAN, ' 

INSTEAD OFA UNIVERSAL COVERAGE PLAN? 
. . 	 ,' 	 . 

II> Middle Class Americans Will: Be Left Out 
a Small~uSine88eS wm:Pay More 

,'. ;·Government Costs Wlli Rise 
. " .,. 'Insuraxtce-Reforms W.on't Work 

.2"l!!!::.::!:!i:;.;;,~ .. : •.• ;Cost ShlfdngWillContinue' ; 

'. The Number Of Uninsured Will Continue To Increase' 

:,::::.:::: :1. 
• 	 Without universal coverage, ~health insurance coverage would probably be DiQre 

limi~ed forxniddle income people than the ricb or.1)oor, n raao.. 5194, pp.i7; ~OJ 
,I 

" :ParthtI solutions will leave 24 million Americans, more than two thirds ofthem in 
, 	 middle class working families. without;coverage. Their taxes will pay for health 

care for mlllions ofothers who do:not work, but they won't be able to get coverage for 
themselves. [Based on CIm.7/93; ,CB.QJ/94; Alain Enthoven, Health Affairs, 1993] . 

."Alreadyt-theJraction ofadults wbo work but have no Pllblio or private lnSnrance 
:has risen to 17.5% in 1992 from lS.3%in 19881 the ,eensus' Bureau says. And 
.employment is growing fastest in industries that tend not to offer health inSurance," 

. [WeaJlh-Cars]nacttMCan Carry Q HIgh Cost." The Well Strom JmllDaL 6/27/94] . 

1~;smallB~SinessesWillP~y More : ' 

.. 	 .The high cost ofiDsurance is expected to;cause 30% of small bnlblessescurrently· 
providmginsurance to drop coven.ge in the ye~ ahead. This will further raise 
premiums for the smallest compariiesthat doprovide:[HealIh Affairs. Sprlnf; 19n] 

0\. "By using their clout with he8lth ¢are providers to demand lowercosts, big employern 
help squeeze outinefficiencics...But they also stopbelping hospitals care for those 
with no insurance or with go'Vernmentinsurance. Those costs won't disappear, 

.however. As big companies S1helthem, iDaUJ"lUlce premiums for smaIJer 
employers will be fon:edup," ["Health Cfll'e l11Dction Can Carry a lJigh COSI, " The Wall 
Smet loumal.612'7194] . 
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".13 "Today, many who lack insurance still get health care if they get sick enough j either 
-,;'.'" .. '-. .through:federal or·local governmentprogfams or through charity. But as employers 

:squeeze the health system 'harder and the number of uninsured grows, free 'care , 
.... ' .. ,,~ ,:probably will be harder,to finci,andthe quality is likely to deteriorate. And the 

, ,"~:"':govemmeDtfseosts, from the Medioaid program. for the poor to emergency rooms at 
.' Imunicipalhospitals, wlll climb.. 11 .["Health ca,e Inaction Can Carry" High Cost," The Wall 

'.~ ~Sttw' 'looma!. 61271~4J ' 

'•. 	"Most ofthepen.ding health-reform plans would [require government to] spend teru 
of billions ofdollars a year so low-income families or their employers can afford 
insurance." [''Hta1Jh-Care inaction Can CQ7"ry a High Cost, ". The Wall Street Journal, 6127194] 

Q ".The social and economic consequences ofonce again retreating from far·reaching 
reform,are clear: more uiUnsured Americans and higher costs for the government." 
r"HeaJth-Care bflJCrloh Can Carry (J High Cost, "The \vall Street JOW1lal. 6127194J 

o . "Universal. coverage is not only a fair and noble objective~ consistent with America's 
. values: it is also essential ifhealth care markets are to work well." [BditoriiU Page. 
,!be Woshiniton Po.&l. 6116/94] q _.• , 

,,"It wi]] be nearly impossible without universal covefAe~ ••. to outlaw the common 
-industry practice of refusing to cover.peoplewith known medical problems, 80" 

called pre-existing.conditionl." [Wall Street Joumal•. 6/1S/94] 

II According.to anew.studybyFamiliesUSA.underapartial·solution,over one 
-anillion Americans.a;month wllhtilllole theirinsurance. [Families USASpecial 
Report.6194,'p.l] 
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"". ' IfEconomical1y,universal coverage is essential to bringing health care cost increases 
.under controli so long as w.nUons of American!! reDutil1 uuderh:ulUred ond 
. ·uninsut'ed. cost shiftittg will coutinue, leaving a mechanism fot unwarranted price 
inflation in health care." [Stut lr.nlllD~ 6/16194J 	 . 

• 	 "Lack of full wverage leads to coat sh.ifting from those who do not pay and those 
who provide free care, to those who, do pay for health insurance ...11 [Alain Bnthoven, 
Health AffAirs. 1993] 

o 	 When the uninsured can't pay their bills, hospitals shift these eosu onto people with 
private insurance - at a rate of approximately 825 billion B year. I:Clill.. 5193] 

II "We cllDnothave real lavings and realcostcontammentwttbont univek"!laI 
enrollment. Such enrollment is not a welcome bonus delivered with cost 
containment dollars; it is what makes cost containment possible. Only with 
universality can we eliminate the practice ofmaking patients with insurance pay the 
medial costs ofthose without it. 11 [Ruhi Fein. MQDicaUWlOQml~Harvard Univf:r&ity). 	 . 

atilt is the experience of every'industrialized democracy with a univers~d health 
insurance program that cost control becomes easier when the plan is uni'versal, fiot 
harder..• that counsel curr~y offered by eritios -- go slow in adding new benefits 
until we can assure everyone that the savings are real •• is advice that is likely to 
doom the plan tofaUure. 'UnivelUlism and C&st control go hand in hand." fl'ed 
Mannor and Jerry Masbawt Yalo Univmlty, L.:A.l'im.cs, 1017193] 

II "As .big companies shed [costs], insurance premiums for smaller employers will.be 
forced·up.This probably·wUUead more ofthem to stop offering insurance. to limit 
coverage for worken"mmUies or to rely·more on part..imers andtempora:ry 
workers who often don't.get bealtbinlurance." [,tgealth-CDJ'IJ11tflction Can CallY 0 High 
Cos~'" The Wall Street Journal, '~7194] Q. ._'. 	 . 

o 	 .IIByputting.market pteSllure on provideruo.cutcosts,lUarket refomtspromoting 
competition --abient universal coveraa~ ';"could exacerbllte access problems. It 

[Alain Enthoven] 

It "The social and economio tonllequences ofonce again retreating from far..reaching 
reformarec1ear: more uninsured Americans and higher costs for the govemment.1I 

[''Hsalrh...care Inaction CaJI CtIl'ry Q High CCJJt, "The Wall Str6et Journal, 6~7194] 
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be in place for the market to fUr;lctiQn better will be written into statute, 
e.g. no pre-existing condition, limitations, guaranteed issue/open 

enrollment. Other' standards, e.g~ new quality ,reporting systems, are not 

essential to the coverage objectiv~ and can be phased in later, if' 


, necessary. 
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o Certification of plans fc;n· meeting basic standards. This. is a 
normal function of state insurance commissioners . . , .. 

o Employer notification. ,Employers will need to be notified of 
new requirements, available plans and community rates. Assuming there 
will be n~ mandated contribution,it will not be necessary to issue 
regulations on employer contribution shares or amounts. 

o Consumer information. ' State governments can' make available 
the basic information on what plans are available, their rates for 
standardized coverage, how to sign up. etc. even if. purchasing, 
cooperatives are not available., 

o Implementation. With expedited governmen't aCtion on the four 
essential steps above, the first phase of implementation could begin next 

,year. After July 1, 1995, all new. insurance contracts would be required to . 
. conform to the basic healthcare reform stan~ards. EXisting contracts 
could remain in effect until their' expiration date or until January 1, 1996, 
whichever was earlier. 

I' 

2. Coverage of children The tiealthcare reform legislation also 

involves income-tested vouchers for pregnant women. and children 


..coverage, e.g.' to 185% of poverty., Extended coverage of thes~ populations 
is a priority for improving health' and for assisting lower-income 
families. 

Actions needed: 

o Administrative capabili,ty. The core administrative structure. 
forms, procedures for income-testing an above-welfare 'population already 

. . exists in state. Medicaid. programs. All states already have Medicaid 
extensiorisfor pregnant women and young children to 133% of poverty, and 

.. 34'states already provide coverage to 1850/0 of poverty .. 
.. . 

o Child .health benefit· plans. .The· basic benefits will be .. 
specified in statute. but details ma~ need. to be added by a National Health 
Board. Insurers will need ·to develop child-only < health policies, but will . 
have an actuarial base' for making premium bids in their family Coverage 
policy data. As well, some 31 states already have children·only private 
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insurance programs., 

o Procedures for issuance of vouchers to individuals and/or , 
, . . 

'selected health plans., Thes'e, will need to be thought out and ready to go, 
but there are operating models. e.g. New York's Child Health Plus program. 

o Maintenance of , effort rules. The federal government will need 
to specify the assurances needed' and )i/'lformationthat will guarantee that 
applicants ate uninsured and that. maintenance of effort (or non-, 
discrimination) ,rules are, being followed, ­

o Implementation With these elements in place, states should, 
be able to open their programs as: of July I, 1995. when other program' 
elements start 

3. FEHBP One of the publicly appealing elements of reform is to make 
available the FEHBP plans to all individuals in the community-rated pools. 

Actions needed. 

'0 Benefit specification, ,community-rating: areas, , other 
,standards. FEHBP will have same requirements as other insurers, so .the 
, government actions for the non-FEHBP, plans, described above, should 
suffice. , 

, , 
, 

o Enrollment and premium collection. Plans can enroll people 

directly, so there is -no need for the federal government to set up new 

mechanisms for collecting premiums and' handling enrollment. ' 


4.' Health insurance purchasing cooperatives These are not 
essential for a "fast start" on health reform, as health insurance plans 
and FEHBP plans. can offer directly. But many' organizations may wish to 
qualify, particularly if new community·rated plans become available next 
July. Speeding up development of the cooperatives would help to ~ake the 
market work better for consumers': . 

Actions needed: 
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o Purchasing cooperative standards and certification. This will 
be a' major state oversight respo~sibility. "Federal regulations for a state 
plan will be needed, but this can be a separate state plan, review and 
approval process from' lengthier and' more complex plans that 'involve the 
spending of federal subsidyfun1ds., , 

,5. Fast-tracking government Expediting f~deral actions is one of, the 
,biggest problems for a' "fast track" strategy. At the accepted-norm 

implementation pace, healthcare r.eform could take se~eral years to get 

going. i.e. starting up a new National Health Board, development of 

regulations and specifications for state plans, state legislative actions 


, and development of state plans, plan review and approval. Portions of this 
process can be fast-traCked to get, priority implementation" 'started next ' 

, year. 

Actions needed: 
, , 

o National Health Board.' The healthcare reform statute can 

provide for naming an "interim" National Health Board, (e.g. Cabinet 

Secretaries) as soon as the bill is signed. 


o Federalregulations~ The reform statute can also provide for 
implementation under expedited procedures permitted, by the Federal 
Administrative Procedures Act. i.~. issuance of immediately-effective, 

,"interim frnal'" regulations. 

o State legislative action. Most states have their legtslative 
sessions starting in January; typically, these sessions last just a few' 
months. Some of the "~ast' track" items may require legislative approval, 

,at least in some states" e.g. okaying state agencies to carry out the health 
"reform functions, adding staff. (f 'the federal government misses this 
short 'Window of, opportunity" key' elements of healthcare reform may be 

, delayed until 	1996. Thus, the basic regulations for ~fast track" elements 
that involve state actions need' to b~ ready by December,' 1994, preferably 
earlier. 
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SUMMARY OF RECENT OPTIONS (Effects from 1995-2004) 
22-Jul-94 

11:47 AM (A) (8) (C) (0) (E) 
7.7 Plan 7.7 Plan 7.18 Plan 7.18 Plan 7.18 Plan 

CR=500; exmpt<25 CR=500; CR=500; exmpt<25 CR=500; exmpt<25 CR=500; ,­Mandate in 2000 No Mandate Mandate in 2000 Mandate in 2000 No Mandate 
No Prem Caps With Prem Caps No Prem Caps _________________.________ __________..t_____________ ____________________ ________________________ __________________________ ________...___________ 

Subsidies " 1300 1147 1077 1077 885 


Medicare Savings -249 -249 -250 -250 -250 


Medicaid Savings -544 -534 -546 -546 -518 


State Medicaid MOE . -225 -225 -303 -303 -303 


PHS/AHC/GME 95 95 92 92 91 


Long Term Care 48 48 48 48 48 


Medicare Drug 92 92 92 92 92 


Subsidy Admin. * * * * * 


Tobacco Tax -110 -110 -60 -60 -60 


High Cost Plan Tax -46 -46 -97 -65 -88 


Net Other Revenues -167 -167 -169 -185 -151 


=================== =========================== --------------- --------------- -----------­
NET DEFIPIT EFFECT 193 51 -116 -100 -254 


All mandate plans share: ER mandate 50% 

8% individual wage cap 

8% HH income cap for 50% share 



SUBSIDIES AND INSURANCE TAKE UP FOR 7.18 QPTIQf',! (Subsidies in Billions $, Fiscal Year) 

No Mandate, Subsidy Detail 
(7/20/94--4:00 pm) 

1997 %Pop 1998 %Pop 2000 %Pop 2002 %Pop 2004 %Pop 1995-1999 1995-2004 

o~, Subs Ins Subs Ins Subs Ins Subs Ins Subs Ins Subs Subs 

Pre-M Low income vouchers ~ 35.5 1.3-2.5 65.7 2.0-3.3 72.6 2.0-3.3 60.2 1.3-2.5 44.3 1-1.7 170.4 466.7 
. ~. 

Pre-M Outreach for Low income<fl 1.9 .5 3.5 .6 3.8 .6 3.2 .5 2.4 .3 9.0 24.5 

Pre-M MCD Transition + ~~. 2.3 .6 4.4 .8 4.8 .8 4.0 .6 3.0 .4 11.3 31.0 
~'\ 

41.6__rPre-M Jof>.Loss Cobra + ;' 3.2 .8-1.7 5.8 1.3-2.2 6.4 2-2.2 5.4 .9-1.7 4.0 .7-1.1 15.2 

S~ . ­
. Pre-M PW+K ~..... 3.2 1.1 5.8 1.5 6.4 1.5 5.3 1.1 3.8 .8 15.1 41.1 

~re-M Em•. who don't_offor ~~ 0.4 .1-.3 0.7 .14-.4 0.8 .2-.4 0.8 .1-.3 0.8 .1-.3 1.9 5.9 

Pre-M Emp. who don't cover all 1.4 .3-1 2.6 .6-1.3 2.7 .7-1;2 2.7 .3-1.1 2.7 .3-.1 6.6 20.1 

Pre-M Medicaid Cash Subs 16.5 23.1 27.3 33.0 40.2 64.6 231.6 

OOP subsidy 2.0 2.0 3.0 3.0 4.0 6.0 23.0 
...---_.._.._--------------....,.. ..-..-...._.............__.......----_.._--_......._-- .......__.._-----.........__.-_... _--- ---------...--.................._... _._-_.. -- .._--- ..__ ..._- _.._---------- -"'---'"'------- --..........................._------.....--- --_... _---------_....... --_.. _...._--_ .._--_ ..­

Baseline Percent Insured 85% 85% 85% 85% 84% 
Total Percent Insured 90-93% 92-95% 92-95% 90-93% 88-90% 

Baseline Uninsured 40 40 41 43 44 
Percent of Uninsured Covered 35-55% 52-65% 52-65% 35-55% 24-42% 

Total Percent Insured with a 
Mandate in 2000 90-93% 92-95% 100% 100% 100% 



POLICY 

Low income vouchers 

Medicaid Transition 

Job Loss COBRA 

Preg Women & Kids 

Empls <25, no coverage 

Empls with partial coverage 

Other insurance reform 

IMPACT OF PRE-MANDATE POLICIES ON COVERAGE* 

22·Jul-94 

02:21 PM 

Number Covered 
(millions) 

10- 11 . 

1.5 - 2 

1.2 - 2.5 

2.9 - 4.5 

0.8 - 1 

1.7 - 3 

1-2 

% of Total 
Uninsured 

Covered 
(Base=40 mill.) 

25 - 28% 

4-5% 

3,..6% 

7 - 11% 

2-3% 

4-8% 

3-5% 

% Added To 
Total Insured 

Population 

3.8 - 4.2% 

0.6 - 0.8% 

0.5 - 0.9% 

1.1 - 1.7% 

0.3 -0.4% 

0.6 - 1.1% 

0.4 - .8% 
========================================================================= 
TOTAL 19 - 26 47 - 65% 7 - 10% 

* Assumes fully implemented policies before indexing of subsidies. 



Model 7,1"''' CR pool 100, Exempljon 25, HanI Trigger In 200D. 1'10 pmnlum c.pa
117_ 

01:117 PM FIscal Y.ars 
'ft5 ltM lft7 ,- ,'" 200D z001 z002 ZOO~ 2004 lft5-1'" I","ZOO 

Outlays 
Mandate Subsidies (Cy, '1/04 $) 0.00 . 0.00 0.00 0.00 0.00 114.59 118.07 121.65 '25.34 129.14 0 eoe.7lI 
Manda1e Subsidies (CY, nominal $) 0.00 0.00 0.00 0.00 0.00 138.83 145.21 154.10 163.54 173.56 0 773.23 

....ndnI Subaldlea (FY) 0.00 0.00 0.00 0.00 0.00 102.82 143.11 151.88 161.18 171.05 0 729.64 
Pre-Mandate LOW income .cuche,.. 0 0 35.496 65.7425 69.15025 17.49825 0 0 0 o 170.3888 187.89 
Pre-Mandate 0u1nI8ch !or L_ Income 0 o 1.671438 3<16575 3.6455 0.9225 0 0 0 o 8.982688 9.91 
Pre-Mandate MCO Transition + 0 o 2.352938 4.35775 4.58325 1.15975 0 0 0 o 11.2831/04 12.45 
Pre-Manda1a JoI).lou Cobra + 0 0 3.141 5.8165 6.1175 1.548 0 0 0 0 15.075 16.82 
Pre-Mandate P'N+K 0 0 3.132 5.8035 6.1085 1.548 0 0 0 0 15.o.u· 16.59 
Pre-M Emp. who don' oft'ef 0 o 0.397688 0.7385 0.77675 0.1965 0 0 0 o 1.912938 2.11 
Pre-M Emp. who don' COWl' all 0 o 1.330313 2.4665 2.60275 0.659 0 0 0 o 6.401563 7.06 
Pre-M MediCaid Cash Subsidies 0 o 16.46453 23.12767 24.95157 6.634788 64.54377 71.38 
OOPsubSidy 0 0 2 2 2 3 3 3 4 4 6 23.00 

Tolal Net Subalclla 0 o 66.1859 113.5207 119.9381 135.9837 146.111 154.8771 165.1602 175.053 299.6426 1076.85 

Mldk:ald 0 
Baseline 96.4 108.2 121.5 138.3 152.2 170.... 190.8 213.6 239.1 267.8 614.6 1696.10 
AaJle 0 
DSH 0 

0 

Prtlposed Savings 0 0 24.6 50,2 56.3 63.3 74.2 83.7 92.... 101.3 131.1 548.00 
AaJte 0 0 17.9 40.4 45.6 51.5 57.6 64.4 71.3 7B.4 103.9 427.30 

DSH 0 0 6.7 9.8 10.7 11.8 16.4 19.3 21.1 22.9 27.2 l1B.70 

MOE 0 0 21.1 30.6 33.6 38.6 39.9 43.... 47 51.1 85.3 303.30 
Slale Acute MOE 0 0 19.2 27.9 30.6 33.4 36.4 39.6 42.9 46.6 77.7 276.60 
Slale DSH MOE 0 0 1.9 2.7 3 3.2 3.5 3.8 4.1 ....5 7.6 26.70 

Nel Proposed 96.4 108.2 96.9 86.1 95.9 107.1' 116.6 129.9 146.7 168.3 483.5 1150.10 
Acute 0 
OSH 0 

0 
Medicant 0 
Baseline 156.1 176 11/04 213.1 235.5 260.6 289.1 321.1 357 397.9 976.7 2602.60 
pan A 0 
pan B 0 
Premiums 0 

Propoaed SaYings 1.964 6.675 9.864 14.536 21.139 26.438 31.79 36.407 45.793 53.492 54.36 250.30 
pan A 0 
PartB 0 
Premiums 0 

Net Proposed 156.136 169.125 164.136 204.662 226.681 247.264 271.11 297.393 326.907 361.108 940.n 2444.50 
P8l1A 0 0 0 0 0 0 0 0 0 0 0 0.00 
pan B 0 0 0 0 0 0 0 0 0 0 0 0.00 
Premiums 0 0 0 0 0 0 0 0 0 0 0 0.00 

a 0.00 
Other Feelersl Prvgnlma 0 
Baseline 0 0 0 0 0 0 0 0 0 0 0 0.00 
PHS 0 
FEHB.OOD,VA 0 
AHC 0 

Net New Proposed o 0.383333 7.011905 10.30333 11.2639 12.32722 12.54227 12.50403 12.70994 12.86473 26.96246 91.91 
PHS a 0.00 
FEHB.OOD,VA 0 0.00 
AHC 7.25 B.22 9.4 10.64 11.172 11.7306 12.31713 12.93299 24.87 83.66 
target grow1I! (cum. nom.) 1.07 1.13955 1.207923 1.274359 1.336077 1.404981 1.47523 1.546991 1.626441 4.691832 12.09 
less ime 4.5 4.S 5.3 5.9 6.5 7.1 7.6 B.6 14.6 SO.50 

GME· 4.05 6.4 6.752 7.0896 7.44408 7.816264 8.207098 8,617453 17.202 56.36 
less dme 2.2 2.3 2.5 2.6 2.8 2.9 3.1 3.3 7 21.70 

HS Infrastructure 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3 3.9 10.40 
Biomed (In of 1.75%) 0.00 0.73 1.10 1.23 1.41 1.54 1.66 1.79 1.91 3.057143 11.37 

\MC a 0.363333 0.383333 0.383333 0.383333 0.363333 0.383333 
NewPrognlma 0 0 0 7.9 15.2 16.5 18.8 23 27.1 32.1 23.1 140.60 
LTC 0 0 0 U 2.9 3.6 .5 6.3 11.4 15.4 4.7 46.40 
Medicare Drug 0 0 0 6.1 12.3 12.9 13.8 14.7 15.7 16.7 18.4 92.20 
Subsidy Administration 1.05 0.825 1.05 3.9 3.825 4.125 5.325 5.025 5.475 6.15 10.65 38.75 

0.75 1.4 1.1 1.4 5.2 5.1 5.5 7.1 6.7 7.3 B.2 14.2 "'9.00 

Net OuUay Deficit Effect -1.96 ~.49 17.63 38.39 35.36 36.47 31 ..56 24.67 19.80 14.13 80.92512 209,76 
0 

REVENUES 0 
0 

Tobacco 1.2 6,8 6.7 6.7 6.6 6.6 6.5 6.5 6.4 6.4 26 60.40 
Experience Rated Pia" Assessmenr 
Hi9h Cost Plan Assessment . 0 

....1 
0,6 

6.1 
1.3 

6.6 
. 2.4 

5.2 
8.2 

4.7 
13.1 

5.1 
17.2 

5.5 
23.4 

5.9 
30.6 

16.8 
4.3 

43.20 
96.80 

1.75% !or AHCiGM E 0 5.1 7.7 6.6 9.9 10.8 11.6 12.5 13.4 21.4 79.60 
C8f81atia PIa" Restrictions 3.5 5.5 6.7 12.6 15.9 17 lB.4 19.9 15.7 99. SO 
MISCJCT 
MISCOTA .0.2 .06 .0.7 .0.7 .0.7 .0.9 -1.2 ·1.2 -1.3 -2.2 -7.SO 
Net Change in Tax Expenditur&s (s.e.) 
Indirect Tax Effects 

.0.6 .0.7 -1.2 
1.7 

-1.3 
3.3 

-1.4 
4,1 

-1.5 
0.6 

-1.3 
-I 

-1.4 
.0.5 

-1.5 
.o,B 

1.5 
.0.8 

-5.2 
9.1 

-9,40 
8.60 

Medicare Pt. B Recapture' (incl. HI) 1.9 3.1 2.8 2.9 2.7 2,7 2.7 2B 3 10.7 24.60 
Medicare HI tax on SaL employees 0 0.00 

0 0.00 

Net Revenue Deflclt Effect "'__1__-_·"""1 .0.6 
0.6 

-5.9 
0.9 

-15.8 
.a.5 

-22.5 
-14.5 

-26.3 
-17.3 

-35.7 
-20.9 

-43.1 
-23.5 

-49.2 
-25.5 

-57.2 
-27.4 

~9.7 

-32.7 
-71.1 
-38,8 

-326.00 
-168.80 

NON....OO: Tax Expenditures 0 
baseline 64.7 92.... 995 107.4 117 127.3 137.S 149.2 161.5 174.5 SOl 1251.30 
proposed 65.3 93.1 100,7 108.7 l1S.4 128.8 139.1 lSO.6 163 173 506.2 1260.70 

Net Overall Deficit Effect -2,564 -12.3917 1.633609 13.886 9.060977 2.774931 -11.5387 -24.3256 -37.4029 -55.5742 9.825119 -116.24 



ModIIi 7.11.14 CR pool 100. Eumpaon D. Hiit'd Trigger In 1000, WITH premium capt
07_ 

O1:G1'I'II F\H.IIV..,..

,", ,. '"7 ,. 1.... 1000 2001 2002 200J 2004'...., ... , ....200 

Outlays 
Mnlala SIbalaies (CY. '&4 I) 0.00 0.00 0.00 0.00 0.00 114.59 118.07 121.65 125.34 129.14 0 608.79 
Mande1e Sull8iaies (CY. nominal 5) 0.00 0.00 0.00 0.00 0.00 136.83 145.21 154.10 163.54 173.56 0 773.23 

Mancl8te Sullaldla IFY) 0.00 0.00 0.00 0.00 0.00 102.62 143.11 151.88 181.18 171.05 0 729.64 
Pnl-Mandate Law Income vouaoera o o 35.496 65.7425 69.15025 17.49625 ·0 0 0 o 170,3868 187.89 
Pnl-Mande1e Outreac:tl for law income o o 1.871436 3,46575 3.6455 0.9225 o 0 0 o 8.982688 9.91 
Pnl-Mandate MCO TtIIII8Ition + o o 2.352936 4.35775 4.58325 1.1 5975 '0 0 0 o 11.293;4 12.45 
Pnl-Mandale JOIH..08I CobnI + o o 3.141 5.6165 6.1175 1.548 o 0 0 o 15.075 16.62 
Pnl-Mandale PW+K o o 3.132 5.1lO35 6.1085 1.546 o 0 0 o 15.044 16.59 
PnI-M Emp. who don' 0II'er o o 0.397688 0.7385 0.77675 0.1;65 . 0 0 0 o 1.912938 2.11 
PnI-M Emp. who don' ~ all o o 1.330313 2.4685 2.60275 0.659 o 0 0 o 6.401563 7.08 
PnI-M Medk:aia Cash Subsidies o o 16.4453 23.12767 24.95157 6.634788 64.54377 71.38 
OOP subsidy . o o 2 2 2 3 . 3 3 4 4 8 23.00 

Toeal Net Sullaldlea o o 66.1659 113.5207 119.9361 135.9837 148.111 154.6771 165.11102 175.053 299.6428 1076.65 

Medicaid o 
Baaeiine 96.4 108.2 121.5 136.3 152.2 170.4 1;0.8 213.6 239.1 267.6 614.6 1696.10 
ACWI . o 

OSH o 


o 
Proposed SBlllngs o o 24.6 50.2 56.3 63.3 74.2 63.7 92.4 101.3 131.1 546.00 

AaJIe o o 17.9 40.4 45.8 51.5 57.8 64.4 71.3 7U 103.9 427.30 
OSH o o 6.7 9.8 10.7 11.8 16.4 19.3 21.1 22.9 27.2 118.70 

MOE o o 21.1 30.6 33.6 36.6 39.9 43,4 47 51.1 85,3 303.30 
State AaJIe MOE o o 19.2 27.9 30.6 33.4 38.4 39.6 42.9 46.6 77.7 276.60 
State DSH MOE o o 1.9 2.7 3 3.2 3,5 3.8 4.1 4.5 7.6 28.70 

Net PropoSed 96.4 108.2 96.9 86.1 95.9 107.1 118.8 129.9 146.7 166.3 483.5 l1SO.10 
AaJIe o 
DSH o 

o 
Medicant 	 o 
Baseline 156.1 176 1;4 213.1 235.5 260.8 289.1 321.1 357 397.9 976.7 2602.60 

Part A o 
PartB o 
Premiums o 

Proposed Savings 1.964 6.675 9.864 14.538 21.139 26.438 31.79 38.407 45.793 53.492 54.38 2SO.30 
Part A o 
PartB o 
Premiums o 

Net Proposed 156.136 169.125 164.136 204.662 226.661 247.264 271.11 297.393 326.;07 361.108 ;40.72· 2444.50 
Part A o 0 0 0 0 0 o 0 0 0 o 0.00 
PartB o 0 0 0 0 0 o 0 0 0 o 0.00 
Premiums O. 0 0 0 0 0 o 0 0 0 o 0.00 

o 0.00 
OIlIer Fedenli PrognIma o 

Baaeilne 	 o o o o o o o o o o o 0.00 
PHS o 
FEHB.DDD.VA o 

AHC o 


Net New Proposed o 0.383333 7.011;05 10.30333 11.2639 12.35579 12.59;41 12.57546 12.76709 12.93615 26.96248 92.20 
PHS o 0.00 
FEHB.OOO.VA o 0.00 
AHC 7.25 8.22 9.4 10.64 11.172 11.7306 12.31713 12.93299 24.87 63,66 
target growth (0Jm. nom.) 1.07 1.13955 1.207923 1.274359 1.338077 1.404981 1.47523 1.548991 1.626441 4.691632 12.09 
lass lme U U U ~ U U ~ U ~ SO.SO 

GME+ • 4.05 6.4 6.752 7.0896 7.44408 7.816264 8.207098 8.617453 17.202 56.38 
less arne 2.2 2.3 2.5 2.6 2.8 2.9 3.1 3.3 7 21.70 

HS Infrastructure 1.3 1.3 1.3' 1.3 1:3 1.3 1.3 1.3 3.9 10.40 
8iome<l (117 of 1.75%) 0.00 0.73 1.10 1.23 1.44 1.60 1.73 1.64 1.99 3.057143 11.86 

'MC 	 o 0.383333 0.383333 0.383333 0.383333 0.383333 0363333 
New PrognIImI o 0 0 7.9 15.2 16.5 18.8 23 27.1 32.1 23.1 140.60 
LTC o 0 0 1.8 2.9 3.6 5 8.3 11.4 15.4 4.7 46.40 
Medicare 0Ng o 0 0 6.1 12.3 12.9 13.6 . 14.7 15.7 16.7 18.4 92.20 
Subsidy Administration 1.05 0.625 1.05 :l.9 3.825 4.125 5.325 5.025 5.475 6.15 10.65 36.75 

0.75 1.4 1.1 1.4 5.2 5.1 5.5 7.1 8.7 7.3 .6.2 14.2 49.00 

Net Outlay Deficit Effect -1.96 -8.49 17.63 36.39 35.36 38.SO 31.62 24.95 19.65 14.20 60.92512 210.05 
o 

REV1i:NUES o 
o 

Tobac:oo 1.2 6.8 6.7 6.7 6.6 6.8 8.5 8.5 6.4 6.4 28 60.40 
Experience Rated Plan AIIHssment' 4.1 6.1 6.6 5.3 4.9 5.3 5.7 6.2 16.8 44.20 
High Cost Plan Assessment o 0.8 1.3 . 2.4 5.2 6.4 11.5 15 20.2 4.3 64.60 
1.75% for AHClGME o 5.1 7.7 8.6 10.1 11.2 12.1 12.9 13.9 21.4 61.60 
Cafa1eria Plan ResblClions 3.5 5.5 6.7 12.2 15.3 16.3 17.5 18,8 15.7 95.60 

. MISCJCT 
MISCOTA .0.2 .0.6 .0.7 .0.7 .0.7 .0:9 -1.2 -1.2 1.8 -2.2 .... 40 
Net Change In Tax ExperIdiIurell (s.e.) .0.6 .0.7 -1.2 -1.3 -1.4 -1.5 -1.3 -u -1.4 -1.5 .s.2 -12.30 
Indired Tax Etfecta 1.7 3.3 4.1 2.5 1.11 2.6 3.8 4.5 9.1 24.60 
Medicare PI. B Recapture' (ind. HI) 1.9 3.1 2.8 2.9 2.7 2.7 2.7 2.8 3 10.7 24.60 
MadIcan! HI tax on S&L ampIoyees o 0,00 

o 0.00 
Net Revenue Deficit Effect .0.6 .s.9 -15.8 -22.5 -26.3 -34.4 ""., -46.8 .sa .a4.1 -7U -310.30 
--_I...... ·1Ob.·hcpl 0.6 0.9 -8.5 -14.5 -17.3 -22.8 -26.2 -28.6 -31,6 -37.5 -38.8 -185.30 
NON-ADO: Tax Expenditure. o 
baMline 64.7 92.4 99.S 107.4 117 127.3 137.8 149.2 161.5 174.5 SOl 1251.30 
prtl!lOsad 65.3 93.1 100.7 108.7 118.4 128.8 139.1 lSO.6 162.9 ',76 506.2 1263.60 

Net Overall Deficit Effect -2.564 -12.3917 1.633809 13.886 9.060977 4.103502 -9.47954 ·21.8544 -33,1458 "'9.9028 9.625119 -100.25 

http:FEHB.OOO.VA
http:FEHB.DDD.VA


Model1.1U" 
417_ 

OR pooIlOD, NO MANDATE, no premium cape 

01:417"" FlscaIY..,. 
1t91 1_ 1191 1111 1111 2000 2001 2002 2OO:t 2G04 1....1111 1....200 

OutlaY' 
IotandaIe Si.lbIidiea ICY. '94 $) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0 0.00 
IotandaIe S<..tbIidiea (CY. ncminaI $) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0 0.00 

Mandate SublIIdIft(FYl 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0 0.00 
Pre-Mand8tI! lOW Income YOUCtlenI 0 0 35.496 85.7425 89.15025 72.64923 66.78462 8O.14O!l1 52.85302 44.25381 170.3888 466.87 
Pre-Mand8tI! 0uInIach for LOW income 0 o 1.871438 3.48575 3.6455 3.830038 3.520856 3.170581 2.775644 2.333041 8.982688 24.81 
Pre-Mand8tI! MCO Tranaillon + 0 o 2.352938 4.35775 4.58325 4.81505 4.428355 3.985996 3.48974 2.933056 11.29394 30.94 
Pre-Mand8tI! Job..L.oaa CcbnI + 0 0 3.141 5.8185 8.1175 8.4269E16 5.908166 5.32039 4.858001 3.914957 15.075 41.30 
Pre-M8ndale PW+K 0 0 3.132 5.8035 8.1085 8.418683 5.900535 5.313518 4.851983 3.90e899 15.044 41.24 
Pre-M·Emp. whO dCln~ o1/er 0 o 0.397885 0.7385 0.77875 0.8 0.8 0.8 0.8 0.8 1.912938 5.91 
Pre-M Emp. whO dCln1_ all 0 o 1.330313 2.4685 2.60275 2.7 2.7 2.7 2.7 2.7 8.401563 19.90 
Pre-M Medk:aid Cesh Subsi<lles 0 o 18.<18453 23.12787 24.95157 27.33907 30.06387 33.00225 36.44e89 40.21531 64.54377 231.81 
OOP tlublidy 0 0 2 2 2 3 3 3 4 4 8 23.00 

Total Net Sullaldlft 0 0 66.1859 113.5207 119.9381 127.9791 123.1044 117.4332 112.1755 105.0801 299.6426 885.39 

IIItcIIcaId 0 

Baseline 96.4 108.2 121.5 136.3 152.2 170.4 190.8 213.8 239.1 267.8 814.8 1896.10 
AQ./te 0 

OSH 0 
0 

Proposed Savings 0 0 24.8 50.2 56.3 83.3 10.1 77.1 84.4 91.9 131.1 517.90 
Acute 0 0 17.9 40.4 45.8 51.5 57.8 84.4 71.3 78.4 103.9 427.30 

OSH 0 0 6.7 9.8 10.7 11.8 12.3 12.7 13.1 13.5 27.2 90.80 

MOE 0 0 21.1 30.8 33.8 36.6 39.9 43.4 47 51.1 65.3 303.30 
Stele Ac:ule MOE 0 0 19.2 27.9 30.8 33.4 36.4 39.6 42.9 46.6 77.7 276.80 
State OSH MOE 0 0 1.9 2.7 3 3.2 3.5 3.8 4.1 4.5 7.6 26.70 

Net Proposed 96.4 108.2 96.9 86.1 95.9 107.1 120.7 136.5 164.1 115.7 483.5 1178.20 
Ac:ule 0 
OSH 0 

0 
Medica,.. 0 
Baseline 158.1 176 194 213.1 235.5 280.8 289.1 321.1 357 391.9 976.1 2802.80 
Part A 0 
Part B 0 
Premiums 0 

Proposed Savings 1.964 6.875 9.864 14.538 21.139 26.436 31.79 38.407 45.793 53.492 64.38 250.30 
Pert A 0 
Parle 0 
Premiums 0 

Net Proposed 156.136 169.125 184.136 204.662 226.661 247.264 271.11 297,393 326.907 361.108 940.72 2444.SO 
Pari A 0 0 0 0 0 0 0 0 0 0 0 0.00 
PartS 0 0 0 0 0 0 0 0 0 0 0 0.00 
PremIums 0 0 0 0 0 0 0 0 0 0 0 0,00 

0 0.00 
Other Federal Prog ...... 0 
Baseline 0 0 0 0 0 0 0 0 0 0 0 0.00 
PHS 0 
FEHB.OOO.VA 0 
AHC 0 

Net New Proposed o 0.383333 7.011905 10.30333 11.2839 12.2415 12.427911 12.38974 12.58137 12.73615 28.96246 91.34 
PHS 0 0.00 
FEHB.OOO.VA 0 0.00 
AHC 7.25 8.22 9.4 10.64 11.172 11.7306 12.31713 12.93299 24.87 83.66 
target growth (cum. nom.) 1.07 1.13955 1.207923 1.274359 1.338077 1.404981 1.47523 1.546991 1.626441 4.691832 12.09 
lasslme 4.5 4.8 5.3 5.9 6.5 1.1 7.8 8.6 14.6 SO.SO 

GME+ 4.05 6.4 6.752 1.0896 7.44408 7.816284 8.207098 8.617453 11.202 56.38 
lessdme 2.2 2.3 2.5 2.6 2.8 2.9 3.1 3.3 1 21.70 

HS InfrasUuC!Urll 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3 3.9 10.40 
Blomed (1" of 1.15%) 0.00 0.13 1.10 1.23 1.33 1.43' 1.64 1.66 1.19 3.051143 10.80 

\/\IIC o 0.383333 0.383333 0.383333 0.383333 0.383333 0.383333. 
N_Programa 0 0 0 1.9 15.2 18.5 18.8 23 21.1 32.1 23.1 140.80 
LTC 0 0 0 1.8 2.9 3.8 5 8.3 11.4 15.4 4.1 oCII.4O 
Medicare Dlug 0 0 0 8.1 12.3 12.9 13.8 14.1 15.1 16.1 18.4 92.20 
SubSidy Administration 1.05 0.825 1.05 3.9 3.825 4.125 5.325 5.025 5.415 8.15 10.65 36.15 

0.15 1.4 1.1 1.4 5.2 5.1 5.5 7.1 8.7 1.3 8.2 14.2 49.00 

Net Outlay Deficit Effect -1.96 -6.49 11.83 36.39 35.36 30.38 12.64 -6.08 ·25.34 -oCII.80 80.92512 45.84 
0 

REVENUES 0 
0 

Tobacco 1.2 8.8 8.7 6.1 6.6 6.6 6.5 8.5 6.4 8.4 28 80.40 
El<pertence Rated Plan Assemnenf' 4.1 6.1 6.6 8.4 6.6 1.1 7.7 8.4 16.8 53.00 
High Cost Plan Assessment 
1.15% for AHC/GME 

0 
0 

0.6 
5.1 

1.3 
1.7 

2.4 
. 8.6 

1.4 
93 

11.6 
10 

15.5 
10.8 

21.2 
11.8 

21.1 
12.5 

4.3 
21.4 

87.90 
75.80 

Cafetena Plan Restrictions 3.5 5.5 6.7 10.3 12.3 13.2 13.8 14.6 15.7 79.90 
MISCJCT 
MISCOTA .c.2 .c6 .c.7 .c.7 .c.7 .c.9 -1.2 ·1.2 1.8 -2.2 ....40 
Net Change In Tax expenditures (s.e.) .c.6 .c.1 -1.2 -1.3 -1.4 -1.5 -1.6 .1.7 ·1.8 -1<8 -5.2 -13.80 
Indirect Tax EIIIICIS 1.7 H 4.2 1.6 0.4. 0.8 0.7 0.9 9.3 13.70 
Medicare Pt B Recap!ul9" (ind. HI) 1.9 3.1 2.8 : 2.9 2.7 27 2.1 2.8 3 10.7 24.80 
Medicare HI lax on Sil employees 0 0.00 

0 0.00 

Net Revenue Deficit Effect .c.6 -5.9 -15.8 -22.8 ·26.4 .J3 -38.5 -43.9 -50.7 -62.1 -7U -299.SO 
"--_t...... ·IOb.• hcp) 0.6 0.9 -8.5 -14.8 -17.4 -19 -20.2 -21.9 -23.1 -28 -39 -151.20 
NON-AOO: Tax expenditures 0 
baseline 84.7 92.4 99.5 101.4 117 127.3 137.8 149.2 161.5 174.5 501 1251.30 
proposed 85.3 93.1 100.7 108.7 '18.4 128.8 139.4 lSO.9 183.3 176.3 506.2 126490 

Net Overall Deficit Effect ·2.584 -12.3911 1.833809' 13.786 8.980977 ·2.61543 -25.9576 "'9.984 ·76.0362 -108.696 9.825119 -253.66 



Special Targeted Subsidies Under Alternative Drop-Off Assumptions 

FY (No Mandate) 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 1995-1999 1995-2004 
phase: 0.75 0.875 0.75 0.625 0.5 

Pre-Mandate Low income vouchers 0 0 35.5 65.7 69.2 72.6 66.8 60.1 52.7 44.3 170.4 466.9 
Pre-Mandate Outreach for Low income 0 0 1.9 3.5 3.6 3.8 3.5 3.2 2.8 2.3 9.0 24.6 
Pre-Mandate MCD Transition + 0 0 2.4 4.4 4.6 4.8 4.4 4.0 3.5 2.9 11.3 30.9 
Pre-Mandate Job-Loss Cobra + 0 0 1.6 2.9 3.1 3.2 3.0 2.7 2.3 2.0 7.5 20.7 
Pre-Mandate PW+K 0 0 3.1 5.8 6.1 6.4 5.9 5.3 4.7 3.9 15.0 41.2 
Pre-M Emp. who don't offer 0 0 0.4 0.7 0.8 0.8 0.8 0.8 0.8 0.8 1.9 5.9 
Pre-M Emp. who don't cover all 0 0 1.3 2.5 2.6 2.7 2.7 2.7 2.7 2.7 6.4 19.9 

Total Special Subsidies 46.2 85.5 89.9 94.4 87.1 78.8 69.4 58.9 221.6 610.1 

FY (No Mandate) 
phase: 0.75 

Pre-Mandate Low income vouchers 0 0 35.5 65.7 69.2 72.6 76.3 80.2 84.2 88.5 170.4 572.3 
Pre-Mandate Outreach for Low income 0 0 1.9 3.5 3.6 3.8 4.0 4.2 4.4 4.7 9.0 30.2 
Pre-Mandate MCD Transition + 0 0 2.4 4.4 4.6 4.8 5.1 5.3 5.6 5.9 11.3 37.9 
Pre-Mandate Job-Loss Cobra + 0 0 1.6 2.9 3.1 3.2 3.4 3.5 3.7 3.9 7.5 25.3 
Pre-Mandate PW+K 0 0 3.1 5.8 6.1 6.4 6.7 7.1 7.4 7.8 15.0 50.6 
Pre-M Emp. who don't offer 0 0 0.4 0.7 0.8 0.8 0.8 0.8 0.8 0.8 1.9 5.9 
Pre-M Emp. who don't cover all 0 0 1.3 2.5 2.6 2.7 2.7 2.7 2.7 2.7 6.4 19.9 

Total Special Subsidies 46.2 85.5 89.9 94.4 99.0 103.9 108.9 114.3 221.6 742.1 



Adjustments for premiums sans growth and HCPA 

Mitchell 7.18.94 

benefit package 
demographics 
cost-sharing for AFDC 
AHC/GME add. to HSA 
Risk adjustment across pools 
NET PREMIUM ADJ. 

benefit package 
demographics 
selection (voluntary) 
cost-sharing for AFDC 
AHC/GME add. to HSA 
Risk adjustment across pools 
NET PREMIUM ADJ. 

Post-Mandate 
500 CR 500 ER 

0.92 0.92 
1.02 0.98 
1.01 1.01 ---,. Plit ec-T fl!'i'1:!J. h C'I>'$'­

1.0025 1.0025 
0.985 1.015 

0.935901 0.926586 

Pre-Mandate 
500 CR 500 ER 

0.92 0.92 
1.02 0.98 
1.04 1.02 
1.01 1.01 


1.0025 1.0025 

0.97705 1:02295 

0.965481 0.95252 



... 

Final premium paths multiples for CBO premiums, $1994 

year 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

baseline real premium growth, per capita 1.050595 1.051587 1.051587 1.048611 1.048611 1.047619 1.044643 1.043651 1.052 1.049 
MitchelilBradley target growth 7/18 1.050595 1.051587 1.03 1.025 1.02 1.02 1.02 1.02 1.02 1.02 
CR target path (net premium adj. = 1) 1.050595 1.104793 1.137936 1.166385 1.189712 1.213507 1.237777 1.262532 1.287783 1.313539 
CRIER actual, baseline - 1 . 1.050595 1.094287 1.139795 1.183804 1.229512 1.275765 1.319961 1.364379 1.421683 1.477128 
CRIER actual, baseline - 1/2 1.050595 1.09954 1.150764 1.20095 1.253325 1.306741 1.358544 1.411052 1.477372 1.542376 
net potential add for HCPA, CR VS. baseline-1 '0 o 0.000571 0.00515 0.01133 0.01708 0.021792 0.026126 0.032964 0.038762 
net potential add for HCPA, ER VS. baseline-1/2 0 o 0.005547 0.006242 0.007919 0.007593 0.006613 0.006285 0.009026 0.008046 

Mandate in 2000 (no caps) 
CR Target 1.01433 1.066657 1.098656 1.126123 1.148645 1.135722 1.158437 1.181606 1.205238 1.229342 
CR actual (wi tax) 

.' 
1.01433 1.056513 1.10073~ 1.1455.16 1.192735 1.20253.1.246249 1,289987 1.347037 1.401827. 

ER actual (w/tax) 1.000713 1.047334 1.0989 1.14705 1.197777 1.214604 1.262114 1.310604 1.373425 1.433167 

No Mandate. Ever (no caps) 
CR Target 1.01433 1.066657 1.098656 1.126123 1.148645 1.171618 1.19505 1.218951 1.243331 1.268197 
CR actual (wi tax) 1.01433 1.056513 1.100736 1.145516 1.192735 1.240267 1.2852941.330345 1.38909 1.445521 
ER actual (w/tax) 1.000713 1.047334 1.0989 1.14705 1.197777 1.248493 1.297347 1.347198 1.41174 1.473168 

Mandate in 2000 (w/caps) 
CR Target 1.0t433 1.066657 1.098656 1.126123 1.148645 1.135722 1.158437 1.181606 1.205238 1.229342 
CR actual (wi tax) 1.01433 1.056513 1.100736 1.145516 1.192735 1.174587 1.218981 1.261393 1.304143 1.359142 
ER actual (w/tax) 1.000713 1.047334 1.0989 1.14705 1.197777 1.174103 1.218207 1.260381 1.302922 1.357576 
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7/22/94; 12: 10 pm 

Benefit Package HSA - 8% actuarial value; 
premium path through time attached 

Community Rating Pool Individuals and firms of <= 500 are in the 
community rated pooL There is no opt in 
for firms over 500. 

Transition Policies: Pre January 1,2000 

Measures to Voluntarily Increase Coverage 


See Prose Description of Policies, Attached (AI) 


Mandate Policies: 11112000 and Beyond "' 

Specifications of the Mandate 50% employer mandate on firms of 25 
workers or more. 

Individual mandate on individuals/families 
Switch to Per Worker Premium 

Employer Subsidies 8% individual wage cap on employer's 
50% share. Employers in the community 
rated pool are subsidized on the community 
rated premium mean; employers in the 
experience rated pool are subsidized on the 
minimum of the experience rated pool 
mean and the community rated pool mean. 



Household Subsidies Workers are subsidized on marginal rate 
schedule (attached, A2) for household's 
50% share. These special subsidies phase­
out at 200% of poverty. In addition, no 
family pays more than 8% 9f AGI for their 
family 50% share. 

Non-workers and workers who are "carved­
out" are also subsidized on the "employer" 
50% share, according to another marginal 
rate schedule (attached, A2) which also 
phases out at 200% of poverty. Non­
workers' reference incomes are non-wage 
AGI; carved-out workers' reference 
incomes are AGI. 

Experience Rated Plan Assessment Experience rated plans with premiums 
below those in the community rated plans 
will pay an assessment into the community 
rated pool. For modelling purposes, we 
assume that this assessment has the effect 
of reducing the adverse selection 
differential between the experience rated 
and community rated pools with an 
effectiveness of 75%. See adjustment in 
mandate premium path as well. 

High Cost Plan Assessment See detailed explanation, attached (A3). 
Included in the premium path. 

Tobacco Tax Same level as HSA 

Medicare Savings Same as in Finance Mark 
No drug benefit 
Long term care benefit (show separately) 

Medicaid Non-Cash: "In" - treated like all other low 
income units. , 
AFDC Cash: "In" - treated like all other 
low income units. 
SSI Cash: "Out" 
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TRANSITION PERIOD POLICIES: JANUARY 1. 1997 TO JANUARY 1', 2000 

Beginning In 1997, a series of reforms will be Implemented to expand coverage of 
the uninsured. 

I. SUBSIDIES FOR LOW·INCOME FAMILIES 

In general. Low-Income lridivlduals and families will receive it subsidy worth a 
fixed percentage of the average premium. For those below 76% of the Federal 
poverty level, these subsidies will be equal to 100% of the premium. For persons 
with incomes between 75% and 200% of poverty, the subsidies will range on a 
sliding scale from 100% to O. 

To maximize participation, individuals determined to be presumptively 
eligible for 100% subsidies would be automatically enrolled at point·of-service. 

Extra protections. 

Cash assistance recipients. Cash assistance recipients receive 100% 
subsidies. 

Former non~cash Medicaid eligibles. Eliminate program as of Januarv 1, 
1997. For those medicallv needy and other non-cash recipients (i.e., other than 
pregnant women and kids end those enrolled for transition benefits picked up 
elsewhere) as of January 1, 1997; purchase Insurance coverage for 6 months. 

People leaving welfare for work. As former ·welfare recipients, these people 
would receive 100% subsidies not only for one year, as under current law, but for 
two full years. 

Women and kids. Pregnant women and children under age 19 with Incomes 
up to 185% of poverty would be eligible to receive 100% premium subsidies. For 
those with incomes between 185% and 240% of poverty, the subsidies will range 
on a sliding scale from 100% to O. As above, individuals determined to be 
presumptively eligible for 100% subsidies would be automatically enrolled at point­
of·servlce. (Note: Pregnant women would receive a policy covering standard 
benefit package, i.e. more than pregnancy-related services covered under current 
law. Pregnancy would not be treated as a pre-existing condition.) . 

Temporarily unemployed, uninsured. People working for six months 1n a job 
with insurance will receive special treatment if they lose their jobfwith notice 
supplied by emplover). Eligible persons will receive an income-related subsidy for 
up to 6 months." In calculating these persons' eligibility for low Income subsidies, 
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AGI will be adjusted to exclude (1, unemployment compensation and (2) monthly 
income up to twice the poverty level (calculated appropriate to family size). . 

A. 	 INCENTIVES FOR THE EXPANSION OF EMPLOYER COVERAGE 

,. 	 Employers that CurrentJy Offer Insurance to Some (but not all) Employees: 

Employers who expand coverage to their employees after January 1, 1997 will 
receive a subsidy for the premiums of those employees. The employer will pay the 
lesser of 50% of premium or 8% of each newly insured employee's wages. The 
employee will pay 50% of premium.. Workers with incomes under 200% of the 
poverty level are eligible for subsidies described above. Subsidies that exceed the 
worker's 50% share of the premium will be credited toward the employer's 
contribution. 

2. Employers that Do Not Currently Offer Insurance: 
In addition to #1, tor employers with fewer than 25 workers who have not offered 
Insurance before January 1, 1997, the low-income subsidies available to 
individuals and families will be extended to their employers. That is, an employer 
will be eligible for 100% subsidies for their 50°t£, share for workers at 75 % of 
poverty, and partial subsidies for their share for workers up to 200% of poverty. 
Employees will be similarly eligible for .subsidies for their family share. (Although 
this option does not alter eligibility for subsidies, marketing to small employers by 
state-established cooperatives could enhance participation.) 

II.· 	 INSURANCE REFORMS BEGINNING IN 1997 

1. 	 Market Segments and Boundaries 

a. 	 Community=[ated segment: firms with fewer than 500 Workers and Individual 
Pyrchasers. Firms with fewer than 500 employees, the self-employed, 
individuals outside the workforce. and Medicaid-eligibre individuals would be 
required to purchase community-rated health coverage .. 

1) 	 Community Rating RegYireme!Jl§ Community rated health plans could 
modify their rates based on coyerage category (e.g. Single, Family) and 
geographic location. but rates could not vary based on health status. 
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claims experience, age or other personal factors. Age rating permitted (2 
to 1) 

2) 	 Community Rating Areas To supply geographic boundaries for 
community--rated pools, states would establish "health care coverage 
areas" (HCCAs). States would have the flexibility to aeate more than one 
HCCA and to accommodate inter-state HCCA arrangements; however. 
they would not be permitted to designate as an HCCA an area with fewer 
than 250,000 residents, and they would b$ prohibited from sub-d;viding 
an MA into more than one HCCA 

Each Health Plan would be required to establish a single set of rates for 
the standard benefit package applicable to all individuals and groups 
within the community.,-ated segment of the HCCA (However, rates for 
HJPCs could be discounted to reflect administrative savings· see 3c. 
below). 

b. 	 experience-rated Segment: Finns with more than 500 Employees and Other 
Eligible Organizations A second segment of the market would be permitted to 
selHnsure or purchase experience rated coverage. This segment would be 
Comprised of finns with 500 or more employees. existing Taft-Hartley Plans and 
rural cooperativ~s with SOO or ~ore members. 

2. 	 Health Plan Requirements 

In addition to complying with the community rating parameters identified above, health 
supplemental benefits must be priced and sold separately from the comprehensive 
benefits package. 

Comprehensive benefits policies and optional policies covering cost sharing 
amounts must be purchased through the same insurer. 

a. 	 Guaranteed Issue Plans would be required to issue coverage to all Individuals 
except when: 

additional enrollment woul,d cause the plan to exceed approved service or 
financial capacity; or 
an individual or group did not request enrollment during the open 
enrollment period. . . 

b. 	 Guaranteed Renewal During the transition to universal coverage. plans would 
be prohibited from termInating coverage except for: 

non-payment of premiums; 

fraud; or 
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misrepresentation. 

c. 	 Open Enrollment States would establish annual open enrollment periods for 

each health coverage area. During the open enrollment period, health plans 

would be required to offer coverage to all groups and Individuals in the 

community-rated market segment. . 


d. 	 Pre-existing Condition! Health Plans would be prohibited from denying or 
limiting coverage based on pre-existing conditions. Health plans can limit 
coverage of preexisting conditions (for 6 months) for new enrollees that were not 
previously Insured. . 

e. 	 Exit from the Market If a Health Plan elects not to renew or make available 
coverage to an individual or group, the plan must terminate all coverage In the 
HCCA after providing sufficient notice to the state and enrolled individuals. The 
Health Plan would not be permitted to re-enter the coverage area for five years. 

3. 	 Additional Reforms 

a. 	 Risk Adjustment A IINational Health Board" (NHB) would develop risk 

adjustment and reinsurance methodologies to address risk-related differences 

bet'Neen the enrollees of different health plans. 


In addition. the HHS would develop a mechanism to account for higher costs in 
the community·rated market due to the assimilation of nonworkers and Medicaid 
recipients. . 

b. 	 Guaranty Funds States would be required to establish guaranty funds for all 

Health Plans In the community-rated market based on federal standards. 


c. 	 Health Insurance Purchasing Gooperatives (HIPCs) Individuals and groups in 

the community-rated segment could purchase coverage directly from a private 

insurer or join a HIPC. If a HIPC was not available in every HCCA by 1996, 

states would be required to spons,or or establish H IPCs in unserved areas. 


1) 	 Nature and Scope of HIPC Responsibilities HIPCs would be responsible 
for entering into agreements with health plans and community-rated 
employers. enrolling individuals in health plans. collecting and distributing 
premium payments, coordinating out-of-area coverage with other HIPCs, 
and providing consumers information on health plan quality and cost. 

They would be prohibited from negotiating payment rates with pro,!iders, 
assuming insurance risk. or engaging in other tasks outside their realm of 
responsibility as established by federal and state regulation. 
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2) 

, 

Operational Requirements HIPCs would be required to ac:cept aU eligible 
individuals and employers in the HCCA. They would also be required to 
provide enrollees with a choice of at least three plans, one of which must 
be Fee-for-Service (FFS) and one of which must be Point-of-5ervice 
(POS). For rural areas, Govemors could waive the requirement that three 
plans be. offered as long as a FFS plan is made available. The NHB 
would establish fiduciary standards for HIPCs. 

Insurers could not form a HrpC, but could administer a HIPC as a fiscal 
intermediary . 

HIPCS would be permitted to negotiate discounts with Health Plans 
reflecting economies of scale in administration and marketing. 

3) Employer and Individual Responsibilities Eligible employers (firms with 
less than 500 employees) opting to join a HIPC could choose from among 
the HIPCs in their HCCA 

In order to qualify for employer premium contributions, employees would 
be required to purchase health insurance through the HIPC chosen by 
their employer. Employees could join any of the Health Plans sponsored 
by the Hrpc. 

d. 	 Self-insured Plans In general, self-insured plans must comply with the above 
specified responsibilities and reforms, including employer and individual 
premium contribution requirements, coverage of a comprehensive package of 
benefits, guaranteed issue and renewal; and pre-existingcondltion limits. 

III. 	 UNIVERSAL COVERAGE AFTER JANUARY 1, 2000 

Effective January 1, 2000, all individua!s would be entitled to comprehensive health 
care coverage. Following is a brief overview of the proposed universal health care 
system. 

A 	 EMPLOYER RESPONSIBILITIES 

Employers with 25 workers or more would generally contribute 50% of the premium for . 
a .standard benefit package. 

-Employer Subsidies To reduce the liability for l('lw wage firms, employer contributions 
would be capped such_that employers would pay no more than 6% of each employee'S 
wages for health coverage. For community-:rated plans, the B% cap would be compared 
to the community-rated mean (the average rate for all community rated standard 
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benefit plans in the HCCA). For experience rated plans, the 8% cap WDuld be 

compared to the experience-rated mean (the average rate for all experience-rated 

plans in the HCCA). . 


Exempt Employers (firms with fewer than 25 workers) that choose to cover their' 

employees would also be eligible for the 8% wage-cap subsidy., Exempt Employers 

that opt not to cover their workers would be subject to a 2% payroll assessment 


B. INDIVIDUAL RESPONSIBILITIES 

Individuals would be required to obtain health coverage for themselves and for 

their dependents. They could obtain such coverage through their employer or 

through a HIPC, or they could purchase coverage directly from a private insurer. 


Individual Subsidies Workers with income under 200% of poverty would ,be 

subsidized for their 50% of premium on a sliding scale basIs. No family would pay 

more than 8% of their adjusted gross Income (AG!) for their famllv's 50% share. 


Non-workers and exempt workers would also be subsidized on the "employer" 

share of premium. A different subsidy schedule would be used, but benefits would 

still phaseout at 200% of poverty. 


IV. FINANCING 

Disproportionate Share Hospital. Under current law, DSH payments are made to, 

hospitals to cover the costs of uncompensated c.are and the Medicaid underpayment. 

Under this proposal, a new insurance pool would be established that would provide 

subsidies to low-income individuals. As of January 1. 1997, acute. care services for. 

Medicaid AFDC and non-cash recipients would be included In this subsidy pool and 
would no longer be paid for under Medicaid. In addition, with incentives to cover 
uninsured individuals. the number of uninsured would be reduced by 60 percent. 
Hence, Medicaid DSH payments would be reduced proportionately. 

Further, by January 1, 2001, universal coverage would be achieved, so the Medicaid 
DSH can be eliminated completely. A residual Federally-funded program (VPA) would 
be established to make payments to hospitals to cover costs associated with any 
individuals uncovered, or the high cost~ of serving low-income individuals .. 

As the DSH program is discontinued, Federal and State spending would be rec;iuced. 
States would be required to pay some portion of their DSH allotment as an DSH MOE 
payment as the DSH program is discontinued. [The exact DSH MOE percentage needs 
to be determined.] 
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Maintenance of Effort. The States would be required to continue to contribute to the 
health care needs of their low-income residents after the new insurance subsidy pool 
program is established. A lump-sum maintenance of effort (MOE) would be required to 
be paid by the States on a quarterly basis to the insurance subsidy pool. The amount 
would be calculated based on each State's historic Medicaid spending for services 
covered by the new Insurance program for AFDC recipients and former non-cash 
Medicaid recipients. The base year (19931) amount would be trended forward to 
January 1, 1998 based on a factor (growth in national health care expenditures) to 
establish the first MOE payment. This MOE payment would then be trended forward 
each successive year based on a factor (growth in national health care expenditures). 

In addition, the State would be required to pay some portion of its DSH allotment as the 
DSH program Is discontinued. DSH payments would be proportional to the number of 
uninsured remaining during the transition period. 

MEDICAID SAVINGS AND MAINTENANCE OF EFFORT 

MEDICARE SAVINGS 

TOBACCO TAX 

HIGH COST OF PLAN ASSESSMENT' 

ASSESSMENT ON NON-OFFERING FIRMS. 
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Family Subsidy Marginal Rates .",\.A.\\ 
Senate 50/50 aeries f\. \ '\ 
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Poverty line: 

Year 2000 
Community rate <500 

Carv.out < 25 
Premium path 
Composite factors 

Actuarial premiums: 
Employer composite: 

Worker rate 1: 
Worker rate 2: 

Composite rate 1: 
CompOSite rate 2: 

Carve-out < 50 
Premium path 
CompOSite factor's 

Actuarial premiums: 
Employer composite: 

Worker rate 1: 
Worker rate 2: 

Composite rate 1 : 
Composite rate 2: 

Community rate <100 
Carv~out < 25 

Premium path 
Composite factors 

Actuarial premiums: 
Employer composIte: 

Worker rate 1 : 
Worker rate 2: 

CompOSite rate 1: 
Composite rate 2: 

7.158 

1~2651 
1.0000 

$2,657 
1.328 . 

0.0465 
0.1200 

0.0465 
0.1456 

1.2651 
1.0000 

$2,657 
1,328 

0.0465 
0.1200 

0.0465 
0.1456 

1.2814 
1.0000 

$2,691 
1,345 

0.0465 
0.1200 

0.0465 
0.1480 

9,685 12,211 

1.4591 1.9360 

$5,313 $5,181 
1,938 2,572 

0.0446 0.0436 
0.1200 0.1200 

0.0446 0.0436 
0.1601 0.1708 

1.4604 1.9498 

$5,313 $5,181 
1,940 2,590 

0.0446 0.0436 
0.1200 0.1200 

0.0446 0.0436 
0.1803 0.1721 

1.45911.9360 

$5,382 $5,247 
1,983 2,605 

0.0446 0.0436 
0.1200 0.1200 

0.0446 0.0436 
0.1627 0.1733 

14,737 

1.9360 

$7,040 
2,572 

0.0429 
0.1200 

0.042~ 
0.1345 

1.949B 

$7,040 
2.590 

0.0429 
0.1200 

0.0429 
0.1357 

1.9360 

$7,131 
2,605 

0.0429 
0.1200 

0.0429 
0.1368 

11-Jul-94 
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Family Subsidy Marginal Rates 

Senate 50/50 series 

Poverty line: 

Year 2004 
Community rate <500 

carve-out < 25 
Premium path 
Composite factors 

Actuarial premiums: 
Employer composite: 

Worker rate 1: 
Worker rate 2: 

Composite rate 1: 
Composite rate 2: 

carve-out < 50 
Premium path 
Composite factors 

Actuarial premiums: 
Employer composite: 

Worker rate 1: 
Worker rate 2: 

Composite rate 1: 
Composite rate 2: 

Community rate <100 
Carve-out < 25 

Premium path 
Composite factors 

Actuarial premiums: 
Employer'Composite: 

Worker rate 1: 
Worker rate 2: 

Composite rate 1 : 
Composite rate, 2: 

Sln9t~ 

7,158 

1.4648 
1.0000 

$3,076 
1,538 

0.0465 
0.1200 

0.0465 
0.1749 

1.4648 
1.0000 

$3,076 
1,538 

0.0465 
0.1200 

0.0466 
0.1749 

1.483635 
1.0000 

,$3,116 
1,558 

0.0465 
:0.1200 

" ,0.0465 
0.1776 

¥.QwllfL, 1 Parent ? parent 

9.685 

1.4591 

$6,162 
2.244 

0.0446 
0.1200 

0.0446 
0.1917 

1.4604 

$6,152 
2,246 

0.0446 
0.1200 

0.0446 
0.1919 

1.4591 

$6,231 
2,273 

0.0446 
0.1200 

0.0446 
0.1947 

12.211 14.737 

1.9360 1.9360 

$5,998, $8,152 
2,978 2,978 

0.0436 0.0429 
0.1200 0.1200 

0.0436 0.0429 
0.2038 0.1621 

1.9498 1.9498 

$5,998 $8,152 
2,999 2,999 

0.0436 0.0429 
0.1200 0.1200 

0.0436 0.0429 
0.2056 0.1635 

1.9360 1.9360 

$6,075 $8.256 
3,016 3,016 

0.0436 0.0429 
0.1200 0.1200 

0.0436 0.0429 
0.2070 0.1647 

11-Jul-94 
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, mGH cost PlAN ASSESSMENT 
I 

• 	 Health plaus w~ premium for the standard beDefit packap exceeds an irmuat target 

would pay an assessment. ' 


• 	 F.pr community-rated plans, the assessment would apply 85 follows: 

atablish aIc:a pmnium targets SImilar 10 USA (aPPtopriare 
adjustments rOt voluntary market). 

Tar&ct smwtb rates are as follOws: baseline throup,1996; 1991 
is CPlt3; 1998 is CPI+2.5; 1999 and thereafter is CPI+2. 

Health plans whose premiums' in an area exceeded the premium 
target would pay au assessment of 2S9i of the diffetCDCC between 
the plan's pfcmjum and the target premium. 

• 	 For experienc::e-rat~ cmployers~ the assessment wouJd apply as follows: 

Experience-rated employers are subject to an BlScssment based on 
the rate of~ powth of their po:miums (or premium equivalents). 
Employers' pay an assessment equal to 25911 of the, difference 
between the tar&d growth rate and their actuallJOwth rate. 

Growth would be measured based on a three year moving averase 
to enhance stability. 1berefore, thm would be DO assessment 
revenue from expericnce-:-rated employers until year four. 

N~: We still Reed to work out some details here. Fo,. 'modelUng 
purposl!f, We .suggest ~ginnln8 the Q$Sumaent in year four for 
~rience -TtJted employers tmd simply Q2lc1d11ting it based on 
premtum iIIcrell3e3 (over 0 moving three year period) wr&1&S tM 
annual tor get growth rates (over a three YeIlr period). Any 
altern4tive sugge3Mns? 

The targets and assessments would apply only to premiums for the standard benefit '.• 	
, 

pae1cage. Experience-rated plans (including self-funded plans) would be required 10 
establish separate premiums (or premium equivalents) for the standard benefits. 
Regulations would specify bow the sepaIltc prcl;Diums would be c:aJc:ulated.:-fnr 
experience-rated plans. " 

Supplemental bc::ncfits would be treated as under the lISA Generidly, employer 
contributions toWard supplemental benefits (other than cost-sharin& supplemental benefits) 
would be included in employee iDoornc as of 2004. 

. ~ 



