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ABSTRACT

Before the mid~1960's the Federal role in health care
was extremely limited, but technological breakthroughs, the new
importance of hospitals, and the recegnition that the poor and
elderly have been underserved prompted Congress to pass the Medicare
apd Medicaid package in 1966. Since then the Federal share of the
health care dollar has risen by more than 60 percent. Soaring
hospital costs resulted from disconnected and overlapping delivery
systems and the tendency of the legislation to bias coverage toward
inpatient care. The Health Maintenance Organization (HMO] hill
provides a more balanced approach with a variety of services,
outpatient care, ard special facilities for a flat yearly fee. Since
private heal®h insurance is unprofitable, consideration is being
given to a national insurance program to provide effective
coordinaticn between organized modes of health care delivery. It
would consist of two segments--the larger paid by workers and
employers and the smaller subsidized by the government to aid the
poor. A carefully considered plan must be pressed to completion and
promptly considered in Congress. (MS)
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I MusT ADMIT [ APPROACH MY TOPIC WITH SOME AWE THIS EVENING, [HE
POLITICS OF HEALTH CARE IS NO SMALL SUBJECT. [T TOUCHES ALL OF US AND
IT CARRIES WITH IT TODAY PROFOUMD IMPLICATIONS FOR THE FUTURE SHAPE OF
OUR HEALTH CARE DELIVERY SYSTEM AS WELL AS THE LIKELIHOOD OF MASSIVE
L FEDERAL FUNDING TO MEET THE COSTLY HEALTH CARE NEEDS OF MILLIONS OF,
| PMERICANS.
IT IS INTERESTING TO NOTE, HOWEVER, THAT PRESENT PROSPECTS IN
THIS AREA AND TODAY'S LEGISLATIVE GOALS WERE HARDLY DISCUSSED GNLY
A DECADE AGO. BEFORE THE MID-1960'S THE FEDERAL ROLE IN HEALTH CARE WAS
EXTREMELY LIMITED, NO COMPREHENSIVE HEALTH CARE LEGISLATION HAD BEEN
ENACTED, AND DEBATE IN CONGRESS FOCUSED NOT GNSPECIFIC PROPOSALS BUT ON
GEMERAL THEORIES AND PRINCIPLES WHICH WERE STILL UNSETTLED., STATES'
'RIGHTS ADVOCATES AND THE AvERICAN MEDICAL ASSOCIATION ADAMANTLY OPPOSED
AMY FEDERAL INTERVENTIOM IN WHAT THEY CALLED THE LOCAL DOMAIN WHILE

N llew DEAL LIBERALS YIERE TENTATIVELY VOICING A NEW INALIENABLE RIGHT FOR
\n AMERICAN CIVIZEMS, “THE RIGHT TO HEALTH.” |

S IM LOOKING BACK, I CAN'T HELP OBSERVING A SINGLE CONTRAST BETWEEN
% THE PRESENT — THIS EVENING IN PARTICULAR —= AND THE RECENT PAST WHIGH

1 1IAVE JUST DESCRIBED, As LATE AS 1360 THERE 1MUST HAVE BEEN VERY FEW

'FILMED FROM BEST AVAILABLE COPY



UNITED STATES CONGRESSMEM EXPRESSING THEIR VIENS OM THE POLITICS OF

EALTH CARE BEFORE GROUPS OF STUDEIT MURSES. [N SPITE OF THE LACK OF
HISTGRICAL PRECEDENT, | PROPOSE TO EXPLORE TONIGHT A NUMBER OF ISSUES
Yi{ICH PROBABLY CONCERN YOU MOST DIRECTLY =~~ RECENMT HEALTH CARE LEGIS-
LATION, ITS EFFECTS OM HEALTH CARE DELIVERY, CURRENT PROPOSALS, AND VHAT
WE CAN EXPECT I THE_WAY OF FUTURE LEGISLATIVE ACTION,

1965 WAS A LAIDIARK YEAR FOR HEALTH LEGISLATION, A NUBRR OF 1MPOR-

TANT TECHICLOGICAL, SOCIAL AND POLITICAL PRESSURES HAD, MOUNTED AMD CON- |

VERGED, PRCMPTING PASSAGE IN CONGRESS OF THE 1OST IMPORTANT PIECE OF

FERERAL HEALTH LEGISLATION IN THE NATION'S HISTORY — THE FEDICARE AND
'EDICAID PACKAGE. ' THE FOUNDATICHS OF ACCEPTED MEDICAL PRACTICE HAD
BEZH DRASTICALLY CHANGED BY TECHNOLOGICAL BREAXTHROUGHS. AS LABORATORY
TESTS, X-RAYS, AMD ELECTRGCARDIOGRAPHS GAINED INCREASING USE, THE
PRACTIT'ONER' S BLACK BAG, STETHOSCOPE /i EPSOM SALTS BECAME MERELY
THE FIRST LINE OF MEDICAL DEFENSE. [OSPITALS TGOK ON A NEW IMPORTANCE
111 HEALTH CARE DELIVERY AND THEIR INCREASTHGLY EFFECTIVE BUT COSTLY
SERVICES WERE SOUGHT BY IMORE OF THE SICK THAM EVER,

AT THE SAME TIME, AN AWARENESS HAD DEVELOPED AMONG AMERICANS THAT
TH0 GROUPS, THE POOR AND THE ELDERLY, WERE BEL!G TRAGICALLY UNDERSERVED,
By T Min-175)"s, THESE DSVELOPHENTS COALESCED WITH POLITICAL EVEMTS AMD
WITH THE BEGINMNING OF THE MOYEMENT TCyARD Presiozim Jorpmson's “Great
SoCIETY” 1EGISLATION, THUS, THE SCENE WAS SET FOR SMACTHMENT OF SWEEPING
SOCIAL PROGRANS,

THE LEGISLATIVE RESULT IN THE HEA TH ARENA VAS MEDICARE AMD MEDICAID

VHICH PROVIDED VOLUNTARY HEALTH IMS CE FOR THE AGED UNDER SocIAL

O
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SECURITY AND EXTENDED FEDERAL HEALTH BENEFITS TO THE INDIGENT, SUPPORTERS
0F THIS PROGRAM CLAIMED THEY HAD ACHIEVED “A GIANT STRIDE FORVARD" VHMILE,
OPPONENTS FEARED ITS INFLATIONARY EFFECTS UPCN THE MEALTH CARE IMDUSTRY.
BOTH SIDES AGREED, HOWEVER, THAT THE ENACTMENT OF MEDICARE AND'MEDICAID
REPRESENTED AN IRREVOCABLE COWMITMENT FOR THE FEDERAL GOVERNMENT IN THE
FINANCING OF INDIVIDUAL HEALTH CARE EXPENDITURES., -
OVER A THREE YEAR PERIOD, FROM 1366 To 1969, THE FEDERAL SHARE OF
1mHmmmwmmmmmEmm%nm&Nmmm}Hmumewmm%
CLEAR THAT TﬁF FEDERAL GOVERNMENT HAD TAKEN ON A FINANCIAL RESPONSIBILITY
OF TREMENDCUS PROPORTIONS WHICH WOULD ONLY GROW AS THE OVERALL POPULATION
EXPANDED AMD AS-UNPRECEDENTED DEMAND FOR MORE AND BETTER SERVICES INCREASED,
)ISTRESSING FOR THE NATION'S HEALTH CARE CCMSUMERS AMD SURPRISING FOR THOSE
EARLY ENTHUSIASTS OF MEDICARE AMD MEDICAID LEGISLATION WAS THE UNFORESEEN

RESULT WHICH PERSISTS AS THE MOST PRESSING HEALTH "CARE PROBLEM TODAY!

SOARING HOSPITALS COSTS. As Many MID-60’S CRITICS HAD PREDICTED, IMASSIVE
INFLATIONMARY PRESSURES CLOSED IN ON THE HEALTH CARE INDUSTRY.

ALTHOUGH SOPHISTICATED NEW EQUIPMENT, MECESSARY VIAGE INCREASES FOR
UNDERPAID MEDICAL PERSOMNEL, AND GEMERAL ECONOMIC INFLATION ACCOUNTED FOR
SOME OF THE OVERALL PRICE RISE IM THE HEALTH CARE SECTOR, HOSPITAL COSTS
EXPERIENCED THE BIGGEST IMCREASE —- A JUMP WHICH CCULD MOT BE EXPLAINED
BY THESE FACTORS ALONE, IT SOON BECAME EVIDENT THAT DEFICIENCIES IN THE
DESIGN OF MEDICARE AMD MEDICAID LEGISLATION VERE PLAYING A MAJOR ROLE
I FORCING THE UPWARD SPIRAL OF HOSPITAL PRICES.

MITH SUSSIDIZED MEDICAL PAYMENTS FOR THE AGED AMD PCOR, MEDICARE
£21D MEDICAID HAD INTRODUCED WHOLE MEW SEGHEMTS OF THE POPULATICH TO A

HEALTH CARE DELIVERY SYSTEM WHICH WAS TOTALLY UNPREPARED TO HAMDUE THE
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NE4 LOAD, BADLY IN NEED OF RATIONAL RESTRUCTURING, THE, DISCONNECTED AND
OVERLAPPING SYSTEH OF SEPARATE LABORATORY FACILITIES, COMPETING HOSPITALS,
AID ISOLATED PRIVATE PRACTICES WERE UNABLE TO MEET THE NEW DEMANDS WHICH
MEDICARE AND MEDICAID PATIENTS PLACED UPON THEM,

I voULD LIKE TO BRIEFLY DESCRIBE A FEW OF THE COMPLEX PROBLEMS
ASSOCIATED WITH AN UNSTRUCTURED DELIVERY SYSTEA WHICH HAMPERED EFFICIENT
PERFORMANCE, WHEN SEPARATE AMND DISCOMMECTED HEALTH FACILITIES EXIST
WITHIN ONE COMMUNITY, PATIENTS ARE OFTEN REFERRED WITHOUT ADEQUATE COM-
MUNICATION. PROFESSIONAL EFFORTS ARE THEREFORE NEEDLESSLY DUPLICATED,
LABORATORY TESTS REPEATED, AND THE PATI.NT HOPELESSLY CONFUSED BY INCOM-
SISTENT AND INMPERSOMAL CARE. [lOW THAT F=TROPOLITAN MOSPITALS CAN PASS
0N MANY OF THEIR COSTS TO THE FEDERAL COVERM-ENT OR PRIVATE INSURANCE
COMPAIIES. THEY FREGUENTLY INVEST IN UNYECESSARY EQUIPMENT ALREADY
AVAILABLE AT NEIGHEORING HOSPITALS. FINALLY, SINCE HOSPITAL COSTS
HAVE LITTLE DIRECT IMPACT ON PARTICIPANTS IN THE NEW HEALTH CARE RELA-
TIGNSHIP, PATIENTS YiHO NEED MOT PAY FROM THEIR Ov POCKETS MAY BE PROVIDE
WITH MARGINAL “ZRVICES OF DUBIOUS VALUZ, CARE IS THUS DRAINED FROM OTHER
PATIENTS IN GREATER MEED, o

ANOTHER OVERSIGHT IN THE ORIGINAL MEDICARE AND MEDICAID LEGISLATION
FURTIIER EXACERBATED DEMANMDS FOR HOSPITAL SERVICES. (OVERAGE WAS BIASED
TOWARD INPATIENT HOSPITAL CARE. SINCE LITTLE CR #O SUBSIDIES WERE PRO-
VIDED FOR OUTPATIENT OR ANBULATORY seavxr:s,' MAILY FORE PATIENTS, WHETHER
OR 10T THEY NEEDED 24-HOUR CARE, WERE FLIHIELLED INTO ALREADY OVERLOADED
HOSPITALS.
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THESE UNFORTUNATE DEVELOPMENTS NOT OMLY ESCALATED 'HOSPITAL COSTS
~ BUT THEY IMPERILLED THE VERY GOAL THAT MEDICARE AMD MEDICAID PROGRAMS

HAD SET OUT TO ACHIEVE. FOR THE FACT REMAINED THAT MANY OF THE POOR
AMD THE ELDERLY WERE STILL BEING DENIED ADEQUATE CARE,

AS THESE PROBLEMS SURFACED, A CRISIS ATMOSPHERE DEVELUPTD IN CONGRESS.
A VARIET. OF EXPENSIVE AND LOUDLY ACCLAIMED PROPOSALS FOR RIGHTING THE
BALANCE WERE AIRED BY THOSE ¥HO SAW OMLY THE APPARENT PROBLEM — A
'SEVERE SHORTAGE OF HEALTH CARE RESOURCES. ALTHOUGH THE TIME VAS RIPE FOR
SERIOUS CONSIDERATION OF THE FUNDAMENTAL ISSUES, MEW LEGISLATIVE ACTION
ADDRESSED ITSELF TO STOP-GAP MEASURES, A SHORING U'® OF THE LABUR FORCE
AND THE CONTRUCTIOM OF MEW HOSPITALS. CONGRESS CHOSE TO APPROPRIATE
MOMIES FOR EXPANDING AND INCREASING THE TRAINING PROGRAMS FOR HOSPITAL
STAFF -— NURSES, DOCTORS AND TECHNICIANS — AS WELL AS FOR ASSISTAMCE
TO STATES IM:CONSTRUCTING NEW HOSPITALS, WHILE THIS CERTAINLY HELPED
MEET PRESSING SHORTAGES, ATTENTION HAD BEEN DIVERTED FRG'1 BASIC REFORM,
AID THE TWO STUBBORN PROBLEMS REMAINED: HOSPITAL COSTS ROSE EVEN HIGHER
AND THE INEFFICIENT DELIVERY SYSTEM CONTIMNUED TO LGCAD MORE DEMAND o
HOSPITALS.
L THE PERSISTENCE OF THESE PROBLEMS HELPED TO CREATE A NEW AWARENESS
OF THE VALUE OF A BALANCED APPROACH.TO HEALTH CARE LEGISLATION. THIS HAS
BEEN REFLECTED IN THE LEGISLATION SINCE INTRODUCED IN CONGRESS.

ONE IMPORTANT EXAMPLE 1S THE HEaLTH MainTEnancE OreanizaTion (H0)
BILL WHICH PASSED THE HOUSE TWo MONTHS AGO. IT PROVIDES FEDERAL FUNDING
FOR A NUMBER OF PREPAID GROUP HEALTH PLANS, FALLING UMDER THE CATEGORY
OF THE popULAR TERM, H's. THE ATTRACTIVE FEATURES OF H{)'S ARE WELL-

¢, A VARIETY 6F SERVICES, OUTPATIENT CARE, A NUMBER OF MEDICAL SPECIAL-
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' TIES, HOSPITAL CENTERS, AND {ABORATORY FACILITIES ARE GROUPED INTO A
SINGLE ORGANIZATION WHICH CHARGES INDIVIDUAL PATIENTS A FLAT YEARLY
MEMBERSHIP FEE, Hij’O ADVOCATES MAINTAIN THAT THIS ANNUAL PAYMENT SYSTEM
AXD THE CONVENIENT STRUCTURE OF H'T)'S ENCOURAGE COST CONTROL AND PROMOTE
PREVENTIVE CARE.

THE GRour HEALTH CRGANIZATION, A PLAM FOR FEDERAL EMPLOYEES IN
VWASHINGTON, DREW A GRAPHIC PICTURE OF Th= POTENTIAL BENEFITS oF H'O's
IN TESTIMONY BEFORE CONGRESS. IN A HYPOTHETICAL SITUATIOH, A PATIENT
wouLD PAY THE HYO TO WHICH HE BELONGS A MONTHLY PREMIUM THAT COVERS A
BROAD RANGE OF SERVICES WITHOUT LIMITS ON COSTS OR DURATION. IF THE
PATIENT DEVELOPS SEVERE'LEG PAINS, FOR EXAMPLE, HE WOULD FIRST GO TO
His 150 MEDICAL CENTER FOR AN APPOINTMENT WITH HIS DOCTOR, OME OF SEVERAL
STAFF INTERNISTS., HIS DOCTOR, SUSPECTING PERHAPS AN INFLAMED SPIMAL
pisc (] HOPE THIS AUDIENCE WILL EXCUSE ANY FAULTY DIAGNOSES I MIGHT
MAKE ALONG THE WAY HERE.) , HE REFERS THE PATIENT TO AM ORTHOPEDIC
SURGEON ON THE STAFF. THE SURGEOM WOULD THEM PUT HIM IN A LOCAL " HOSPI-
TAL FOR TRACTION TO TRY TO RELIEVE THE INFLAYMATION. UNDER THIS SCENARIO,
THE TREATMENT DOES MOT WORK AND THE PATIENT IS THEN REFERRED TO A STAFF
NEURO-SURGEOM, THE NEURO-SURGEGM, AFTER MAKING SOME LABORATORY TESTS.,
RECGHMENDS SURGERY TO REMOVE WHAT HE HAS DIAGNOSED AS A RUPTURED DISC.
AFTER THE OPERATION AND SEVERAL SESSIONS WITH THE HYD'S PHYSICAL THERA-
PIST, THE PATIENT HOPEFULLY RECOVERS COMPLETELY,

WitHouT HY0 COVERAGE, OUR HYPOTHETICAL PATIENT MIGHT GET SEPARATE
BILLS FROM SEVERAL DOCTORS OR SURGEONS, THE HOSPITAL, A PHYSICAL THERAPIST
AND A LABORATORY DEPARTMENT. HIS PRIVATE HEALTH INSURANCE MIGHT COVER ALL,
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PART OR NONE OF ‘THE BILLS DEPEMDING ON HIS PoLICY, UNDER A LiBERAL H)
COVERAGE PLAN, HOWEVER, THE 10 WouLD PICK upP THE BITIRE COST OF HIS
ILLMESS,

Suci1 HYPOTHETICAL SUCCESS STORIES ABOUMDZD WHEN THE ORIGINAL HI'D BILL
WAS INTRODUCED., THIS BILL WOULD HAVE COMMITTED THE FEDERAL GOVERNMENT
70 THE FULL-SCALE DEVELOPMENT OF A NATIGMAIDE H) PROGRAM WITH MASSIVE
FEDZRAL FUMNDING AND AN EMPHASIS Off LARGE, COMPLEX ORGAMIZATIONS, HOWEVER,
THIS TIME CONGRESS, CHASTENSD BY ITS EXPERIENCE WITH MEDICARE, LOOKED
BEFORE IT LEAPED.

Mpour 50 HiD-1vPE GrOUP PRACTI&E CRGANIZATIONS ARE ALREADY IN EXIST-
ENCE,  SOME ARE LINKED TO HHPLOVEE-EMPLOYER COST-SHARING PLANS, OTHERS TO
PRIVATE DNSURANCE COMPANIES AMD YET OTHERS ARE ASSISTED BY FEDERAL FUIDS.
DESPITE THE OFTEN REPEATED CLAIMS THAT 18'S PROMOTE EFFICIENCY AND
RETUCE  OVER-UTILIZATION OF SERVICES, CRITICS POINTED CUT THAT THE STATIS-
TICS USED T SUPPORT THESS CLALMS DO HOT ACCOUMT FOR SERVICES PROVIDZD
Girrsing oF THE D, VET SovE SURVEYS SHOW THAT 1P To L) pErc: ENT OF PHYSi-
C1A! SERVICES USED BY 1) ENROLLEES ARE OBTAINED OUTSIDE OF THE PLAI,

CRITICS ALSO MATHTAILMN THAT H1)'s HAY ACTUALLY RESULT It A éERious
REDUCTION 1M THE CUALITY OF [EDICAL CA\b. THEY POINT QUT THAT DOCTORS
La¢ ACTUALLY BE ENCCURAGSD TO REDMCE TIMI SPEIT Gl EACH PATIENT AND
CRAAHIZATIONS HAY SEEK TO {WWHNIZE PROFITS BY EXPADING EHROLLMENT
v THE HD's capactTy,  Berriencs 1 Groar BRITat, HoLLAMD AND WITHIN
TiE UITeED STATES Il STE OF THE LARGER PLANS, LINE THE FAISER GROUP IN

CALIFOTIIA, PRAVIDT COMVINCIIG EYIDZICE OF THE DANGERS TO GUALITY CARE.
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I FACT, THE SERIOUS DIFFICULTIES FACED BY 1) STYLE PLANS HAVE BEEN
VOICED FROM UNEXPECTED QUARTERS. DR, SIREY G FIELD, THE FOUNMDER OF THE
KATSER-PERMANTE GROUP, WHICH HAS BEEM PRAISED AS THE MOST EFFECTIVE HID
EXPERIMNENT, OBSERVED RECENTLY THAT THE ELIMINATION OF OUT-OF-POCKET EXPENSES
MAY CREATEUNREASONABLE DEMAND WHICH IS IMPOSSIBLE TO ADEQUATELY SERVICE.
I DESCRIBING THE KAISER EXPERIENCE, HE NMOTED THAT “AN UNCONTROLLED FLOOD
OF WELL, VIORRIED-VELL, EARLY-SICK, AND SICK PEOPLE" CONVERGED UPON THE
IL')  INTAKE POINT — THE DOCTOR'S OFFICE. ALL WERE TREATED ON A FIRST-
| COME, FIRST-SERVED BASIS THAT HAD LITTLE RELATICH TO PRIORITY OF NEED.

IN LIGHT OF THIS WARNIIIG AMD EVIOEMCE OF MIXED SUCCESS, THIS YEAR'S
IO BILL SEEMS TO ME A PRAGHATIC AND PRUDSHT APPROACH. INSTEAD OF LOCKING
US INTO A NATION-WIDE METWORK OF LARGE-SCALE HI0'S AS THE ORIGINAL PLN
PRCPOSED, THE BILL WHICH PASSED WITH SUPPORT FRGM THE ADMIMISTRATION 10ULD
BUILD ON A VARIETY oc GROUP PRACTICE AHD [i0-STYLE OPERATIONS TO DEVELO?
ap TEST THE K0 cor CEPT, HEv, WHICH WILL SUPERVISE THE PROGRAM, HAS
ALREADY DOME SOME EXPERIMENTIHG WITH ALTERMATE MODES OF HEALTH CARE DELIVERY
AND SHOULD THEREFORE BE ABLE TO DISIGH 1) STUDIES WITH ADEGUATE CONTROLS
AMND CGHPREN SIVE DATA.

THIS FIRST STEP IS A VITAL GME FOR ANOTHER REASON, TOO — REFINING
2D IMPROVING THE ORIGINAL. CGHCEPT THROUGH CONTROLLED EXPERIMENTATICH MAY
WELL PROVE TO BE THE KEY TO ITS SUCCESS, "o ONE IS READY TO SCRAP OUR
ENTIAT HEALTH CARE SYSTEM, WHICH IS DIVERGE AMD LCCAL IM CHARACTER, FOR
OlE MODE OF DELIVERY, ESPECIALLY AN UMPROVEN ONZ. SO WE MUST WORK WITH
PHAT WE HAVE AND CAREFULLY IHTEGRATE WITHIN 1T MEW METHODS OF DELIVERY

YHICH YWIILL NOT PRCYE DISRUPTIVE IM THE LONG-RUM.
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AitHougH THE 1) CONCEPT ATTACKS HEALTH CARE FORM-BOTH SIDES —-
FINRICING AP DELIVERY —— FEW EXPECT IT TO STAND ALONE-NOW OR i THE - -
FUTURE. HIGH COSTS, THOUGH STEMMED, WILL NEVER BE LOW AGAIN AND PRIVATE
1r~,'51,|.?2* HESITATE TO EXTEND THEIR COVERAGE TO MEDICAL EXPENSES WHICH
BURDEN CONSUMERS MOST SEVERELY RIGHT NOW, SO THERE ARE OTHER MECESSARY
MEASURES /WAITING CONGRESSIONAL ACTION, PLANS FOR CATASTROPHIC ILLNESS
IHSURANCE ARE MNOW PENDING IN THE House AnD SENATE. THESE PROPUSALS ARE
DESIGNED TO MEET THE NEEDS OF THOSE %HO SUFFER FROM LOOPHOLES IN PRIVATE
INSURANCE COVERAGE, MIDDLE-IMCOME PATIENTS WITH PROTRACTED ILLNESSES.
THESE PATIENTS ARE AUMOST COMPLETELY COVERED FOR THE COSTS OF THE FIRST
FEW HOSPITAL DAYS, BUT WHEM THEIR HOSPITAL STAY EXTENDS BEYOMD DAYS TO
WEEKS AND MONTHS, PRIVATE HEALTH INSURANCE COVERAGE OFTEN BREAKS DO
MD SVETIFES, AS A RESULT, PATIENTS FACE THE POSSIBILITY OF BANKRUPTCY.

OTHER FACTORS MAKE THIS PROBLEM IMPOSSIBLE TO HAMDLE WITHIN THE
CURRENT SYSTEM OF PRIVATE FINANCING, HEALTH INSURANCE CGYPAMIES ARE
UNAILLING TO COVER THE VIRTUALLY UMLIMITED HOSPITAL STAYS ASSGCIATED
WITH CATASTROPHIC ILLNESSES FOR GOOD REASONS OF THEIR OWM, THEY TOO
COULD BE BACKRUPTED BY THE FINANCIAL BURDEM. Cc\*m‘mv TO POPULAR BELIEF,
HEALTH INSURANCE IS AN UNPROFITABLE BUSINESS, Iy 15069, PRIVATE HEALTH
1HSURANCE SHOWED A NET UNDERWRITING LOSS OF 3.7 PERCEMT. PROFITS FRGM
OTHER FORMS OF INSURANCE HAD TO BE DRAWN UPON TO FINANCE HEALTH INSURANCE
CLAINMS,

COMGRESS, HAS THEREFORE BEGUN TO CONSIDER THE POSSIBILITY OF FILLING
THIS GAP WITH A FEDERAL INSURANCE PROGRAM, THE HOUSE BILL IS A CATAS-

TROPHIC COVERAGE PLAN WHICH VYOULD ESTABILISH A PROGRAM OF VOLUNTARY PRIVATEM

O
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HEALTH IMSURANCE ALLOWING FEDERAL FUNDS FFOR MEDICAL EXPENSES ABOVE A CERTAIN
PER-PATIENT LIMIT. [HE SENATE APPROACH USED THE ['=DICARE PROGRAM AS ITS
FUMDING VEHICLE BUT BASICALLY SHARES THE SAME GOAL OF DEFRAYING EXORBITANT
LONG-TERM EXPENMSES.
A MORE COMPREHENSIVE APPROACH YHICH WOULD LINK FINANCING WITH CONTROLS
AND INCENTIVES IS COMTATNED IN SEVERAL DIFFERENT MATICMAL HEALTH THS. 2ANCE
PLANS WHICH ARE ALSO RECEIVING ATTENTIOH IN ConGRESS, (ONGRESS 15 AGAIM
POSED WITH THE PROBLEM OF SORTING THROUGH WHGLESALE, ~IGH-RISK 4PPROACHES
AND DESIGNING INSTEAD EXPERIMENTAL MEASURES. IT IS EXPECIALLY VITAL THA
ANY COMPREHENSIVE FINANCING MECHANISM E= CLOSELY EXAMINED IN PRACTICE
BEFORE WE EMBAGK ;.) OON A COURSE WITH FORESSEM CONSEQUEMCES. [HE EFFECTS
OF PRESENT FINANCING PRACTICES —— ['Z0ICARS, MEDICAID AND PRIVATE HEALTH
INSURANCE —— HAVE BY MO }MEANS DESH ADEQUATELY EXPLAIMED, BUT WE DO o
THAT UNCONTROLLED THIRD-PARTY PAYMENTS HAVE HiD) SERIOUS INFLATIONARY
RESULTS 1M THE HEALTH CARE SECTOR.
THus, MATION® HEALTH INSURMMCE PLANS HUST AVOID OLD PITFALLS

THROUGH EFFECTIVE CCORDIMATION WITH ORGANIZED' “0DES OF HEALTH CARE DELIVERY
MD A SET OF ADEQUATE ECONCHIC COMTROLS AMD INCENTIVES, (ONE APPROACH

TO HNATIONAL HEALTH INSURANCE 15 CURRENTLY UNDER STUDY BY THE ADMINISTRATION.
Tie DEPARTMENT OF HEALTH, EDUCATION A VELFARE HAS JUST CGHMPLETED A REVI-
SIOMN OF THE ORIGJNAL ADMINISTRATICH PROPOSAL WHICH HAD APPEARED TO HAVE SOME
STRIOUS DEFICIENCIES AMD LARGE GAPS LAST YEAR WHEM IT WAS DISCUSSED ON
CapToL HILL., THE MEW VERSION HAS BEEN SUBMITTED TO THE HHITE House sv

HH FOR APPROVAL AND CHAMGES, AUTHoucH THE rlouce Yavs am Fleans CormiTTeE

EXNPECTED THE ADMINISTRATION TO PROVIDE THE COMMITTEE WITH THE PROPOSED PLAMN

O
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BEF TE TVZ ZND OF LAST FONTH, IT IS MC: APPARTHT THAT THE /DMINISTRATION

WILL TELA. SEMDING IT TO THE COMYITTEE PENDING P HER STUDY AND REFINE-
venT, SINCE THE Mavs awp Teans ConMITTZE MAY WELL BE SWAMPED IN OTHIZR
LEGISLATIVE BUSINESS THIS WINTER, IT IS DOUSTFUL THAT ANY SIGNIFICANT ACTION
0N A NATIONAL HEALTH INSURANCE PLAN WILL TAKE PLACE IM THE MEAR FUTURE,
~ AUTHOUGH THE NEW VERSION OF THE ATHMINISTRATIGN'S PROPOSAL HAS NOT YET
peg EXAMINED IN CONGRESS, ITS OUTLINES ARE CLEAR., IME PLAM IS DIVIDED
INTO TWO SEGMEMTS. A LARGER OMZ, PAID FOR BY WORKERS AMD EMPLOYERS TO-
GETHER, KMGWY AS THE STAHDARD EMPLOYER PLAM, WOULD COVER .| ESTIMATED
3 #ILLION FAMILIES AND A UNDETERAINED MUIRER OF STMGLE INDIVIDUALS
AN CHILDLESS COUPLES. THE SMALLER SUDSIDIZED PLAM, CAULED THE CoverwMENT
fissuparice ProsrAr, WOULD ATD THE POOR A*D PERSCNS WITH UNUSUALLY HIGH
HEALTH RISKS, [EDICARE WOULD CONTIMUE TO COYER THE ELDERLY AMD THE Tv
MEH PLANS WLULD OPERATE THROUSH CONVENTICNAL INSURANCE CHAMNELS, BLuz
Cross, Buus SHIELD, OR OTHER COMMERCIAL COMPAMIES, DEMSFITS IN BOTH
PLAIS VOULD COYER ARSAIPREVIOUSLY UNIMNSHED —— PATHENTS FOR PRESCRIPTION
DRUAS, MENTAL ILLIIESS, SKILLED MURSING, HOMI HEALTH CARE, AND SOME DEMTAL
SERVICES,
—
iy OF THIS YEAR'S CHANGES It THE PLA VILL MAKE 1T MORE ATTRACTIVE
TO ITS FORER CRITICS, |07 FENIRAL FUUOLNS 1S EXPECTED, COVERAGE HAS
DEE BROADENED BEYOUD THE ORIGHIAL FATULY PLAY 7O DCLUDE SIHALE INDIVIDUALS
N OCOUPLES, CERTAIN QUALITY SHINELTNIS J1W/S BES.AIDED TO THE COVER HENT-
SZ3INT7ED PROCRAY FOR IS POO2, A0 100 1A5 TR 1 TO TIGHTEN COST COHTROLS,
Hoyprvir, Toim VHITE TOUsE DAG NOT CFFICIALLY ANOUNCED THESE CHANGES,

_.-‘,‘ —— — P [t ate; e T .- e R — —
I77S DIFFICUT 70 7oL PO CERTALN 170 THZSZ PRELIMINARY STAGES WHITHER

!
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OR NOT THE PLAM WILL B A VbRKABLE OME. ITS MAL ADVANTAGE, IN MY VIR,
IS THAT IT ATTEMPTS TO LAUNCH THE FEDZRAL GOVERIMENT IWTO THE AREA OF
HEALTH IHSURAMCE IN A LIMITED WAY IHSTEAD OF oq_ﬁ'l G HEADLOHG INTO THE
INSURNICE FIELD WITrH AN ALL-OUT CG4PJLSORY NATIb“AL HFEALTH THSURANCE
PROGRAM, SQWE OF THE MORE FAR-REACHING PLAMS WHICH ARE 1OY BEING AIRED IN
CongreEsS sHow wHAT [ CONSIDER TO BE LACK OF CAUTICN IN THE EXTREME FOR THEY
PROPOSE TO CHARGE IMTO THE ALMOST UNEXP.ORED FIELD OF HEALTH INSURANCTE
WITH QUICK SOLUTICHS WAICH EVEN THE MOST RESPECTED HZALTH EXPERTS HAVE NOT
BEEM ABLE TO REACH AGREEMEMT UPOM.

A TrousH 1 HAVE CAUTIOHID TONIGHT AGAINST HASTY ACTICN, I wouLd LIKGE
fH THIS TMSTANCE (IN THE CASE OF ATIOUALAZALTH INSURAMCE) TO QUALIFY MY
AOPROVAL OF THI CURRENT “GO-SLOM’ APPROATH 10 HEALTH CARE LEGISLATION,
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QF THE RECEWT DELAY SiEPLY CrowioT B JUSTIFIED, Iy INSTANCES

4

IT HAS REFLECTED A LACK OF ADTGUATE CONCERM FOR THE HIATION'S HEALTH CARE

NEEDS, | OFEAR THAT HEALT! HIAY 3T SLIPPLIS TO THE BOTTOM RIFISS OF THE
PRIOPITY LADDER, AS [“Z?wr PRODLENS, TRANZ LECISLATICN, DOMESTIC EVENTS,
ALY TMTERMATISHAL TURMOIL CLINB TO THz TOP,
FoR THIS REASGH T WOULD URGE THAT THE MATIOHAL HEALTH [HSURANCE PLAN

STILL BEING BIWORKED BY THE AININISTRATION BE PRESSED TO COMPLETICH AND
PROMPTLY CONSINERD In COnORESS,  WE MUST HOYE FORMARD MO TO FIMALLY
RECROATIZE G HEALTH CARE SECTOR I A REASGHMBLE FASHION, [T 1S My
OPTHION THAT A LTIETED FORM OF HATIGHAL HEALTH LHSURNICE WILL PLAY A
VITAL ROLE Ii THIS WECESSARY PROCESS

30
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THs GoAL 07 COIPRENSISIVG 1EALTH CARE ToR ALL MerRichis 1S PRESSLG
DA URSTNT. LT DESTRVES ONR SERICYS ATTITHTICH AMD concrm,  However, |
VDD LIKE 10 STRESS GUCE FORE THE DEED FOR A CAUTIOUS AID BALANCED APPROACH

TECEORL OO0 ATTEUTION TANES - UASTY RESZNSE OR CRADUAL TMPLEMZNTATION



IS NOT ONLY OF
GOAL ITSELF IS
CARE POLICY IS
TO HEALTH.”
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INTRINSIC IMPORTANCE, BUT COULD WELL DETERMINE WHETHER THE
EVER REACHED. THE CAREFUL PLANNING OF A NATIONAL HEALTH
INDEED THE ONLY WAY TO GUARANTEE FVERY AMERICAN'S “RIGHT



