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44 U.S. CODE SECTION 1333

(a) The Librarian of Congress shall prepare compilations of pertinent excerpts,
bibliographical references, and other appropriate materials relating to:

(1) the subject selected annually by the National University Extension Association as the
national high school debate topics and

(2) the subject selected annually by the American Speech Association as the national
college debate topic.

In preparing the compilations the Librarian shall include materials which in his j udgment
are representative of, and give equal emphasis to, the opposing points of view on the respective
topics.

(b) The compilations on the high school debate topics shall be printed as Senate
documents and the compilations on the college debate topics shall be printed as House of
Representative documents, the cost of which shall be charged to the congressional allotment
for printing and binding. Additional copies of such documents may be printed in the quantities
and d:atributed in the manner as the Joint Committee on Printing directs.

(Pub. L. 90-620, Oct 22, 1968, 82 Stat. 1270.)
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March 31, 1993

FOREWORD

The 1993-1994 high school debate topic is 'How can the Federal Government increase
access to health care to United States citizens?" The three official debate propositions within
this topic are:

RESOLVED: That the Federal Government should guarantee
comprehensive national health insurance to all
United States citizens.

RESOLVED: That the Federal Government should control
health care coats for all United States citizens.

RESOLVED: That the Federal Government should guarantee
catastrophic health insurance to all United States
citizens.

In compliance with 44 US. Code, section 1333, the Congressional Research Service
of the Library of Congress prepared this compilation of materials and bibliographic references
to assist college debaters in researching tho topic. In selecting items for this manual, the
Congressional Research Service (CRS) has sampled the wide spectrum of opinions reflected in
current literature on these questions. No preference for any policy iD indicated by the selection
or positioning of articles cited, nor is CRS disapproval of any policy or article to be inferred
from its omission.

A research guide is included at the end of this volume; it is intended to help debaters
identify further references and organizational resources on their own. Also included is a list
of relevant publications that are available for purchase from the Superintendent of Documents,
Government Printing Office. Some of the U.S. Government documents listed in the manual
may be found in US. Government depository libraries, which can be identified by local public
libraries. The Library of Congresa cannot distribute copies of these other materials to
debaters.

The documents presented in this compilation were selected by M. Alexandra Salinas,
Senior Bibliographer, Education and Public Welfare, of the Library Services Division, with
assistance from the Health Section of the Education and Public Welfare Division of CRS. Ms.
Salinas also prepared the bibliography and guide to information sources. Production was made
possible by C. Lee Burwasser, Library Services Division. Thanks are extended to Kristin M.
ViOs, Head, Subject Specialization Section, Library Services Division, and William G. Kaye of
the CRS Review Office, for their review.

Good luck to each debater in researching, preparing, and presenting arguments on this
year's topic.

V
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YOH DUMDUMS =MASI
Koaday, January iSe 1903

PRIIIIDBXT CLIBTON FORMS =MTN CARE TASXFORCZ

VaSKINOTOM, D.C. -- In effort to develop a plan for high quality,
affordable health care for all Americans, the President today
announced the formation of a taskforce to develop legislation for
comprehensive health care reform.

"it's time to
time to bring
secure in the
will not sean
bring quality
paperwork and
privilege."

make America's health care system make sense. it's
costs under control -- so that every family can he
thought that a medical emergency or a long illness
bankruptcy," the President said. "And it's time to
coverage to every American -- to cut hadk on the
the excuses and make health cars a right, not a

The President's taskforce, which is expected to report a plan by
the end of Kay, will he chaired by First Lady Hillary Rodham
Clinton. The health care taskforce will include Secretary of the
Treasury Lloyd Bentsen, Secretary of Defense Les Aspin, Secretary
of Commerce Ron. Brown, Secretary of Labor Robert ReiCh, Secretary
of Health and Hunan Services Donna Shalala, Secretary of Veterans
Affairs Jesse Brown, Office of Management and Budget Director
Leon Panetta, Assistant to the President for Domestic Policy
Carol Rasco, Assistant to the President for Economic Policy
Rdhert Rubin, Council of Economic Advisors Chair Laura Tyson and
Senior Advisor to the Preiident for'Policy Development Ira
Magatiner.

Magaziner will lead an interdepartmental working group which will
coordinate policy development for the taskforce. Health care
transition director Judith Feder will assist Magaziner and other
senior transition officials will be members of the working group.

The taskforvo will work cooperatively with members of Congress as
wall as with state, city and county officials in developing its
proposals. It will conduct an outreach program to seek verbal
input and formal written submissions from interested citizens and
groups across the coUntry.

The process will seek advice from people like the many the
President met during the campaign, for whom rising health care
costs and lack of adequate health care coverage aro causing
severe hardship.

- More --
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The President said tho legislation will be based on the following
principles:

o To slow the growth of national health cars spending.

o To provide universal access to high quality care for
all Americans.

o To ensure consumer choice.

o To maintain a private, competitive health care system.

o To cut the health care bureaucracy.

while her husband was Governor of Arkansas, Mrs. Clinton chaired
the Arkansan iducation Standards Committee, which in 19114 created
public school accreditation standards that have since become a
model for national reform. In 1984-1985, mrs. Clinton served as
her husband's designee on the Southern Regional Taskforat on
Infant Mortality. She served as the chair of the Arkansas Rural
Health Committee in 1979-1980, and has served on the board of the
Alicansas Children's Hospital, where she helped establish the
state's first noo-natal unit. In addition, Mts. Clinton
introduced a pioneering program that trained parents to work with
their children in pro-school preparedness and literacy through
Arkansas' Home Instruction Program (HIPPY).

Reprinted from the Press Conference by President Bill Clinton announcing the
formation of the President's Task Force of Health Care Reform. Jan 25, 1993.
2 p.

The Taskforce expects to release its report with proposal. in May 1993.
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QUALITY, AFFORDABLE HEALTH CARE

The American health care system costs too much and iloes

not work. Instead of putting people first, the government in Washington

has favored the insurance companies,Arug manufacturers, and heeth
care bureaucracies. We cannot build the economy of tomorrow until we

guarantee every American the right to quality, affordable health care.

Washington has ignored the needs of middle class families

and let health care costs soar out of control:American drug companies

have raised their prices three times faster than the rate of inflation,

forcing American consumers to pay up to six times more than Canadians

or Europeans for the same drugs. Insurance companies routinely deny

coverage to consumers with "pre- existing conditions" and waste billions

on buieaucracy and administration. Twelve years ago Americans spent

$249 billion on health care. This year well spend more than 8800 billion.

Health'care costs are now the number one cause of

bankruptcy and labor disputes. They threaten our ability to compete,

adding $700 to the cost of every car made in America. Our complex

system chokes consumers and providers with paper, requiring the

average doctor to spend 80 hours a month on paperwork. It invites fraud

and abuse. We spend more on health care than any nation on earth and

don't get our money's worth
Our people still live in fear Today almost 60 million

Americans have inadequate health insurance or none at all. Every year

working men and women are forced to pay more while their employers

cover less. Small businesses are caught between going broke and doing

right by their employees Infants die at rates that exceed countries

blessed with far fewer resources. Across our nation older Americans live

in fear that they will fall ill and lose everything or bankrupt their

children's dreams trying to pay for the care they deserve
America has the potential to provide the world's best, most

advanced and cost-effective health care. What we need are leaders who

are to take on the insurance companies, the drug companies, and

Reprinted from Putting People First: a National Economic Strateu for America.
Little Rock, Ark., Bill Clinton for President Committee, 1992. p. 17-19.

IL
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the health care bureaucracies and bring health care costs down.

My health care plan is simple in concept but revolutionary

in scope. First, we will move to radically control costs by changing

incentives, reducing paperwork and cracking down on drug and

insurance company practices. As costs drop, we will phase in guaranteed

universal access through employer or public programs to basic
medical coverage. Companies will be required to insure their employees,

with federal assistance in the early years to help them meet their
obligations. Health care providers will finally have ipcentives to reduce

costs and improve quality for consumers. American health care will make

sense.
My plan will put people first by guaranteeing quality,

affordable health care. No American will go without health care, but in

return everyone who can must share the cost of their care. The main

elements include:

watIonal snendine cans. The cost of health care must not

be allowed to rise faster than the average American's income. I will scrap
the Health Care Financing Administration and replace it with a health

standards board made up of consumers, providers, business, labor

and government that will establish annual health budget targets and

outline a core benefits package

Universal coverare Affordable, quality health care will be

a right, not a privilege. Under my plan, employers and employees will
either purchase private insurance or opt to buy into a high-quality public

program. Every American not covered by an employer will receive the

core benefits package set by the health standards board.

MADAzdsammasiksr . Consumers will be able to select

from among a variety of local health networks, made up of insurers,
hospitals, clinics and doctors. The networks will receive a fixed amount of

money for each consumer, giving them the necessary incentive to control

costs

Himinale Arilv DriC, eAltseing To protect American
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consumers and bring down prescription drug prices, I vrill eliminate tax

breaks for drug companies that raise their wices faster than Americans'

incomes rise.

Take on the inqurance industry. To stand up to the

powerful insurance lobby and stop Consumers from paying billions in

admkistrative waste, we need to streamhe the industry My health plan
will institute a single claim form and ban underwriting practices that

waste billions to discover which patients are bad risks. Any insurance

company that wants to do business will have to take all corners and
charge every business in a community the same rate. No company will be

able to deny coverage to individuals with pre-existing conditions.

Fisht bureaucracy and billinz fraud. To control costs and

trim the "paper hospital," my plan will replace expensive billing, coding

and utilization review functions with a simplified, streamlined billing

system. Everyone Will carry "smart cards" coded with his or her personal

medical information We will also crack down on billing fraud and remove

incentives that invite abuse.

Core benefits narkave. Every American will be

guaranteed o basic health benefits package that includes ambulatory
physician care, inpatient hospital care, prescription drugs, and basic

mental health. The package w al allow consumers to choose where to

receive care and include expanded preventive treatments such as pre-

natal care, mammograms and routine health screenings. We'll provide

more services to the elderly and the disabled by expanding Medicare to

include more long-term care.

Douai costs. All businesses, regardless o' size, will pay a

set amount per person they employ. This system, known as "community

rating," will protect small businesses and spread the risk evenly among all

Companies

1 , 3
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United States Geaeral Arcosatlag Orrice

GAO nansition Series

Reproduced from U.S. General Accounting Office. Transition Series.
Health care reform. 1992. p. 1-31.

GAOODCG-93-81%

December 19$1 Health Care Reform

GAOUnited StatesGeneral Accounting Office
Washington, D.C. 20548

Comptroller General
of the United States

December 1992

The Speaker of the House of Representatives
The Majority leader of the Senate

In response to your request, this transition series report discusses
major policy, management, and program issues facing the Congress
and the new administration in the area of health care reform. The
issues include (I) access to health insurance for the uniniured,
(2) private health insurance market reforms, (3) health care cost
containment, (4) administrative simplification, (5) fraud and abuse
controls, (6) diffusion and pricing of new medical technologies, and
(7) medical malpractice reform.

As part of our high-risk series on program areas vulnerable to waste,
fraud, abuse, and mimnanagement, we are issuing a related report,
Medicare Claims (wawa.% Dec. 1902).

The GAO products upon which this transition series report is based
are listed at the end of this report.

We are also sending copies of this report to the President-elect, the
Republican leadership of the Congress, the appropriate congressional
committee% and the Secretary-designate of the Department of Health
and Human Services.

dioaf4 4.014
Charles A- Howsher
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Health Care Reform

A key challenge facing the new Congress and
administration is finding a better way to
manage and finance the U.S. health care
system while preserving the high-quality,
innovative medical care the United States
has achieved. The United States is projected
to spend 18 percent of its gross domestic
product (GDP) on health care by the year
2000 far more than any other
industrialized country. These growing costs
are being shared by individuals and the
business community as well as federal and
state programs. The inexorable rise in health
care costs is constraining wage increases
and the fmancial capability of federal and
state governments to address other pressing
social concerns. We have emphasized that
failure to control overall health care costs
will stymie efforts to control outlays on
Medicare and Medicaidthe fastest growing
major programs in the federal budgetand
will make it more difficult, i': not impossible,
to bring the federal budget iato balance. '
Individuals, business, and the government
need to work together to tame the cost spiral
for health care.

Despite having the highest costs in the
industrialized world, our health care system
is not serving large portions of our

'See particularly app. III n B et Deekit Axes on Outlook,
Implicalans, and Chokes (GA 90-6A, tep 25. 1900)

Page 4 0.41:4006-64411 Beath Cam Belem

6

population very well. Nearly 34 million
Americans are uninsured and millions more
are underinsured or fear they might lose
coverage if they develop a serious medical
condition, lose their job, or change
employers.

The Congress has asked us to review
approaches developed in American
communities and foreign countries that
might help explain the root causes of our
health care problems and suggest possible
solutions. We have examined the
experiences of Canada, France, Germany,
and Japan as well as U.S. federal programs
and state and community initiatives. If the
United States is to broaden access and
contain health spending, there is a need to
consider adopting features common to
successful systems that we have observed in
other countries and within our own borders.

A reformed U.S. system must also build on
the strengths of the nation's current health
care system. A strong research
establishment, the continuing development
of technology, and the capacity to evolve
more efficient service delivery mechalisms
are among the strengths of the U.S. health
care system that should be preserved.
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Access to Health Insurance for the
Uninsured

Universal access to health insurance is an
achievable goal Countries like Canada,
France, and Germany provide high-quality
health care to all their citizens, yet spend a
considerably smaller share of their nations'
resources on health. Within our own
borders, Hawaii is the state with the largest
share of its population covered by health
insurance. Rochester, New York, counts
7.1 percent of its population under tite age of
65 as uninsured compared with a national
average of about 15 percent. Yet both Hawaii
and Rochester have achieved enviable
records in terms of health cost containment
and the level of insurance premiums.

Universal access to health insurance is not
free. Estimates for providing the 34 million
persons who are uninsured with health
insurance range from $12 billion to
$27 billion annually. These costs are not the
only factor that has made it difficult to
achieve universal access to health insurance
in the United States. Universal access would
also entail major changes in the role of
government, the structure of the health
finance system, and the financial
responsibilities of individuals and
employers. An employer mandate would
compel businesses to provide or finance
insurance for their employees and may add

P.V g CiA0#04X411-11111, Health C. lefenn

4



new costs and responsibilities for many
small firms. A Canadian-style system would
involve a substantial increase in the share of
health care costs financed throuffi the tax
mechanism.

The United States is considering a
commitment to universal coverage not only
because of the needs of the 34 million
uninsured but also because such coverage
can contribute to both short- and long-term
strategies for cost containment Universal
coverage contributes to lowering
administrative costs for providers by
relieving them of the burden of assessing
insurance status before treatment and by
limiting losses associated with bad debt
Changes in these two areas would be
especially beneficial for institutions such as
teaching hospitals and public hospitals in
large cities that currently serve large
numbPrs of uninsured patients. Universal
coverage also contributes to system
efficiency by reducing the need for the
uninsured to use more expensive treatment
settings such as the hospital emergency
room because they are not covered for
treatment in less expensive settings.
Moreover, adequate coverage for preventive
and primary care for chronic conditions can

1 3
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help avoid more costly and serious
treatments in the future.

Universal health insurance coverage is not
ensured in all of the comprehensive reform
proposals, although all proposals seek to
make significant inroads to reducing the
uninsured population. National health
insurance plans that cover all citizens
explicitly solve the problem of the
uninsured. Proposals that rely on the
existing employer-based insurance model
require development of complementary
programs to cover the uninsured who are
not employed and any employed persons or
family members who remain uninsured
under the employer-based plans.

For example, Hawaii's mandate that
employers provide insurance coverage does
not require that health insurance coverage
be provided to part-time workers or to
family members of insured workers. To
address these gaps in coverage and to
include the unemployed who are not eligible
for Medicaid, Hawaii developed a
supplemental state-sponsored insurance
plan to extend coverage to these groups. The
state estimates that it has reduced the
number of uninsured to about 2 percent of
its population.
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Private Health Insurance Market
Reforms

About three-fourths of uninsured Americans
are workers or their dependents, and just
over one-half of uninsured workers are
employed by firms with fewer than 25
employees. Some underwriting and rating
practices in the private insurance industry
have made obtaining affordable health
insurance difficult or impossible under
several conditions: when an insured worker,
dependent family member, or coworker in
the same risk pool develops an expensive
medical condition; when a worker changes
jobs; or when a firm changes insurance
carriers. If comprehensive reform is based
on the current employer-based private
insurance system, reforms of insurance
practices that affect people in these
situations are essential.

Two broad types of health insurance reforms
would be neededthose designed to
improve availability and those designed to
improve affordability. Reforms related to
availability guarantee that insurance will be
available to all eligible members of employee
groups through

guaranteed issu f... of policies to all employer
groups and their eligible members,



guaranteed renewal of policies that eliminate
or restrict the capacity of insurers to cancel
policies because of medical history or to
introduce new policy exclusions at the time

of renewal, and

guaranteed continuity of coverage when
employers change insurers, employees
change jobs, or insurers become insolvent or
discontinue offering health insurance.

Because insurance may be available but still
priced out of the reach of small businesses,
affordability also needs to be addressed
through

restricting factors used in setting rates, such
as health status and previous claims
experience, and

limiting the range of premiums asingle
insurer can charge for customerswith

different risk characteristic&

These types of reforms are needed to ensure
that private insurance products are available

to everyone under employer-mandated
coverage plan& However, such reforms can

be a double-edged sword. While they would
increase availability and reduce insurance
premiums for higher-risk groups that have

14

been excluded from the market, the reforms
would generate higher premiums for those
currently insured in lower-risk groups who
would share in the costs of the extended
coverage.

The net effect of insurance market reforms
alone on reducing the ranks of the uninsured
is unclear. States have introduced a number
of these reforms in the last few years. Early
experience suggests that such reforms have
had a modest effect on reducing the ranks of
the uninsured when coupled with limited
subsidy programs and state assistance to
risk pooling.
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Health Care Cost Containment

The call for control of health care costs is
now heard throughout U.S. society.
Expanding insurance coverage to the
uninsured would make cost control more
urgent, but even without that additional
spending, the upward sweep of health care
costs is threatening the financial position of
businesses, individuals, and governments.

Cost control entails some force that
disciplines the decisions of consumers and
providers. As a result, cost control means
that some segments of society will receive
less. Providers (such as physicians and
hospitals) will have lower revenues than if
present trends continue. Consumers may
face less choice among providers, and the
rate of improvement in medical technology
may slow.

Nonetheless, cost control is imperative.
Without it, the problem of the uninsured will
likely worsen as the unchecked rise in the
cost of insurance puts it out of the reach of
more and more people. Moreover, lack of
cost control will aggravate the budgetary
squeeze on the federal and state
governments. How to control costs with the
fewest adverse effects on the population is
the challenge.

Page 12 GA00002-284T1 Health Care Wars



Amonzt the many proposals for achieving
cost diwipline in U.S. health care, two broad
strategies are currently most prominent
managed competition and direct controls.
Both would use government regulation,
although in quite different ways. The two
strategjes differ in the extent to which they
rely on market forces and in the extent to
which they have been tested in practice.
Managed competition would give regulation
a competitionenhancing slant by
establishing a complex set of rules within
which competition can occur. After
restructuring the marketplace, the
government would play umpire for insurers,
providers, and beneficiaries while letting
competition exert discipline and rein in
health care costs. The second strategy, direct
controls, would require public (or
quasi-public) authorities to set health care
prices, limit overall spending, and regulate
the spread of new technology.

The strategy of managed competition is
evolving, and its various proponents
sometimes define it in different ways.
Nonetheless, they agree on blending federal
regulation with incentives and private
initiative to create a cost-conscious
discipline for hospitals and physicians. Also,
current proposals assume heavy reliance on

ri
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managed care health plans, such as health
maintenance organizations (iimo) and
preferred provider organizations (ivo), that
try to encourage efficiency by placing
providers at risk for health costs, using
administrative processes to attempt to
control services, or both.

In designing a practical system of managed
competition, two questions are pivotal:

First, can rates for health care plans be set
so that insurers are not rewarded for
"cream-skimming"?

Under current arrangements, a company
offering health insurance makes more
money by attracting people who are
healthier than average and by not insuring
bad bealth risks. Whether a system of
managed competition could prevent
cream-skimming--which would undermine
the systemis much debated. Our work on
Medicare's rate-setting f.or limos illustrates
the difficulty of the Wk.

Second, would ,:ianaged competition
achieve cosi savings at the expense of
quality?



To prevent this, the proponents of managed
competition stress the need to create new
sources of information about the quality of
health care. How quickly such informadon
could be generated and how consumers
would use it are, however, open questions.
Our work on twos for Medicare enrollees
shows that quality assurance is needed to
avoid abuses due to cost-cutting.

The strategy of managed competition is
appealing to many. The Netherlands, for
example, is in the early stages of
implementing a particular version of the
strategy. But evaluating the likely
effectiveness of managed competition is
hampered by lack of a real test, abroad or
within an American state, in which a system
of managed competition could be observed.
Some research on states with relatively
strong competition among twos and other
managed care providers is mildly
encouraging. Nonetheless, these states have
not implemented managed competition, so it
is difficult to draw conclusions from them
about how much a managed competition
system would flatten the trend in costs.

The alternative approach, direct controls,
uses fee schedules and other price controls,
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spending targets andcaps (sometimes called
"global budgets"), andcontrols on the
dispersal of new technology. Our analysis of
these controls ALSO revealsboth strengthsand wealmesses

Direct controls have been employed in many
different settings and have been
implemented in a variety of ways. For
example, direct controls are used
system. ride in countries with many insurers
(such as Germany) and with a single insurer
(Canada). la the United States, direct
controls are used at the federal level
(Medicare uses a fee schedule and has
introduced a spending target for physicians'
services), at the state level (Maryland sets
hospital rates), and at the local level
(Rochester, New York, has used global
budgets for hospita/s).

In addition, direct cont,ols have, with
different degrees of success, restrained
health care costs. Our studies of American
and foreign health care provide evidence onthe effectiveness, in particular, of spending
controls and price controls.,Thus, we foundthat the cost containment strategy used in
Rochester, New Yorkwhich includedglobal budgets--seemed to have slowed the
rise in hospital costs. For France and



Germany, our analysis showed that targets
and caps slowed the rate of spending
increases compared with what would have
happened without these policies. Our
analysis also confirmed that the strength of
enforcement is important In Germany,
spending caps have replaced targets, which
were more weakly enforced, and the caps
have proved more effective in limiting
spending.

Direct controls on prices also have been
relatively effective in containing costs. As
our analysis showed, U.S. states that have
set rates for hospital services to which all
insurers in the state must adhere have
slowed the growth in their per capita health
spending. In addition, Medicare, which uses
a variant of price controls in reimbursing
hospitals, has slowed the rise in its costs for
hospital services. Other countries'
experience with price controls is generally
consistent with these findings for the United
States.

Direct controls are not a panacea, however.
Even viewed just in terms of cost
containment, they do not eliminate all
spending pressures. Moreover, direct
controls can hamper efficiency and retard
innovation. Budgeting procedures may not
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reward efficient providers and insurers and
may not penalize inefficient ones. Spending
caps and targets may freeze the prevailing
system of delivering health care and
discourage innovations like managed care.
Budgets may adapt tzo slowly to changes in
technology, the demographic mix of
patients, and methods of delivering care.
Price controls can slow or block a needed
shift of resources, say from one specialty to
another, when demand or supply conditions
change. To some extent these difficulties can
be mitigated, but still they must be weighed
when the choice of a spending control
strategy is made.

In sum, neither managed competition nor
direct controls is without drawbacks.
Indeed, some analysts and policymakers are
crafting proposals that combine the
market-oriented advantages of mnnaged
competition with the extra cost discipline of
direct controlsspecifically, a cap on
overall health spending. These hybrid plans
are too sketchy as yet for observers to
determine whether the two strategies can be
blended, or how effective such a hybrid
system might be.
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Administrative Simplification

In the United States, nearly 6 percent of total
health expenditures in 1989 were accounted
for by the administration of government
health programs and private insurers. In
sharp contrast, Canada spends about
one-fifth as much proportionately on these
insurance overhead functions. In addition,
U.S. providers spend billions of dollars each
year for billing and other administrative
activities directly attributable to our system
of financing health care. Providers in
Canada, Germany, France, and Japan incur
lower costs, in part because they deal with a
more unified payment mechanism. While
considerable debate continues about the
precise magnitude of the potential savings in
administrative overhead and providers'
administrative burdens associated with
specific reform proposals, there is general
agreement that significant savings can be
achieved in this area.

Administrative expenses for private
insurance plans average about 12 percent,
but they can be as high as 40 percent of
claims costs for individual and small group
plans. When multiple insurers market a
range of plans differing in scope of coverage,
the result is significant overhead costs to
cover claims processing and marketing.
While a wide range of insurers and plans
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may create greater consumer choice and
greater responsiveness to consumers' needs,
this wide range is part of the reason for
higher administrative costs. Physicians,
hospitals, and other providers must expend
resources on billing and administrative
procedures to deal with the fragmented
payment system.

Almost all reform proposals attempt to
achieve cost savings by reducing
administrative costs through one or more of
the following approaches:

combining large numbers of employers into
large insurance-buying cooperatives to
achieve administrative economies,

defining a single or limited number of basic
insurance plans to reduce marketing costs
and the burden on providers,

developing standardized claims forms and
billing procedures for all insurance plans and
providers,

eliminating insurance underwriting activities,

eliminating deductibles and copayments to
eliminate the need for providers to issue bills,

`;' 6

using more inclusive methods for
reimbursing providers, such as global
budgets, and

using a single payer with uniform payment
rules and procedures in each market area.

Canada, for example, achieves substantial
administrative savings through a
combination of a single payer with uniform
payment rules and elimination of all
deductibles and copayments. The United
States might achieve a similar level of
administrative savings if it adopted a
Canadian-type reform, but the savings could
be largely offset by the additional use of
services associated with the elimination of
deductibles and copayments. Alternatively,
the United States could retain deductibles,
copayments, and utilization review activities.
This approach would reduce potential
administrative savings but result in greater
control over potential costs associated with
increased use of health services. If the
United States should choose a system that
depends on employer-based private
insurance, some level of administrative
savings could still be achieved through a
combination of the other approaches
described above.
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Fraud and Abuse Controls

The United States may want to invest more,
rather than len, in the administrative
resources required for detection of
fraudulent and abusive practices by health
care providers. Estimates vary widely on the
losses resulting from fraud and abuse, but
the most common is about 10 percent of
total health care spending or about $80
billion annually. Only a token amount of
administrative resources are devoted to
detection and elimination of fraudulent and
abusive practices.

Both public and private health insurance
programs are subject to fraud and abuse but
separately appear unable to combat it
successfully. Oar work suggests that fraud
and abuse may be even more prevalent in
privately insured programs, in which control
efforts have not been as prominent and data
systems are more fragmented. Indeed,
federal health care programs have taken the
leadership role in prevention of such
practices. While a simpler and more uniform
payment and administrative system may
make it easier to detect potential fraud and
abuse, we believe that investing the needed
resouires in designing the administiative
stnicture and continuing surveillance to limit
the potential for such practices is essential
These issues are discussed more fully in our
related report, Medicare Claims (GA0BR-03-6,
Dec. 1992).
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Diffusion and Pricing of New Medical
Technologies

The rapid spread and increased use of new
medical technologies has been relatively
unrestrained in recent years and has given
health spending added momentum.
Technological advances have sometimes led
hospitals to participate in a medical "arms
race,* as they acquire expensive technology
and seek to keep patients and doctors from
shifting to rival hospitals.

Once declared eligible for reimbursement,
third-party payersbusiness, government,
and private insurershave primarily
shouldered the bnancial burden of these
technological advances. However, insurers'
payment policies have not always
encouraged efficient and prudent use of
these medical services. Instead, insurers
have left themselves vulnerable to excessive
spending by giving providers incentives to be
wasteful or abusive in offering medical
services. In particular, our work has shown
that in some cases, insurers have not
adjusted payment rates to reflect the effect
of maturing technology on costs.

The challenge for policymakers is to find
waYs to encourage development of new
technologies while ensuring their efficient
use. This can be accomplished through
payment policies that reflect the costs
incurred by high-volume, efficient providers.
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Medical Malpractice Reform

Savings in addition to those stemming from
comprehensive health care reform can be
achieved through fundamental changes in
the U.S. medical malpractice system. The
United States faces higher costs for medical
malpractice insurance and associated
defensive medicine costs than other nations.

U.S. medical malpractice premiums are
estimated to be only about 1 percent of total
U.S. health care costs. There is considerably
wider variation in estimates of the potential
additional costs of defensive
medicinediagnostic tests and procedures
performed solely to protect physicians in the
event a malpractice claim is filed. The
American Medical Association estimated the
costs of defensive medicine at $20 billion in
1991. Moreover, physicians want relief, not
only from the financial burdens of
malpractice, but also from its emotional
burdens.

Cost reduction should not be the sole basis
for malpractice reform. Malpractice reform
also should be directed toward providing
better access to compensation for those who
are injured. Arbitration and no-fault
programs have been implemented in various
states as an alternative to a complex and
expensive court process. Many of these

programs alsu incorporate local practice
guidelines that, although not an absolute
defense, provide evidence in ajudicial
process that accepted medical protocols
were followed. Furthermore, hospitals and
other medical settings are adopting
risk-management programs that are
expected to improve the quality of care. We
believe these efforts should continue to be
studied and, when positive effects are
demonstrated, should be considered in
conjunction with comprehensive health care
reform.
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Observations About Health Care
Reform

3 t)

Reform of U.S. financing of health insurance
and payment of health care providers is a
daunting task U.S. health care is an $800
billion enterprise that is diverse,
complicated, and dynamic. Achieving reform
will be particularly difficult because, to
many people, reform seems to threaten a
good situation. People whose health
insurance is adequate and whose health care
is good may fear that reform will result in
diminished care or higher costs for them.
For providers as well as consumers, reform
of the health care marketplace will cause a
considerable reshuffling and generate losers
as well as winners.

Moreover, reform will not produce a
structure that is perfect. Our reviews of the
health systems of other countries shows that
after putting major reforms in place, these
countries cc tainue to seek ways to improve
their systems. We believe that the
imperfections of any reformand the
dynamic character of the health care
industrymake a stream of further changes
inevitable in the years ahead. However, there
may be greater risks in not undertaldng
comprehensive health care reform. Without
reform, costs will continue to escalate while
a substantial number of Americans lack
access to health insurance.
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Reprinted from Chapter 4: The Economics of Health Care, EconomicReport of the President [Bush]], transmitted to Congress, Jan.1993. p. 119-168.

CHAPTER 4

The Economics Of Health Care
AMERICANS ARE LIVING LONGER, healthier lives than ever

before. Since 1960, average life expectancy has increased by more
than 5 years. American physicians have access to the best technolo-
gy in the world and more than one-half of the world's medical re-
search is funded by private and public sources in the United States.
At the same time, the share of the Nation's income devoted to
health care has been growing rapidly, and today more than 35 mil-
lion Americans lack health insurance. Growing concern about
rising expenditures and reduced access to insurance has led to the
development of a wide variety of proposals for health care reform,
from the Administration's market-based approach to calls for a
government-run national health insurance program.

The success of any of these proposals will depend on how well it
addresses the reasons behind the increase in expenditures and de-
cline in insurance. Economics is very helpful in understanding
these developments. It suggests that most health care in the
United States is financed and delivered in ways that give both
health care providers and their insured patients many incentives
to increase the quality of health care but little reason to be con-
cerned about its cost.

HEALTH CARE IN THE UNITED STATES

In many respects, the health care industry resembles other serv-
ice industries such as transportation and legal services. It supplies
a servicehealth carein response to consumer demand. But the
demand for health care is different from the demand for many
other services because most people do not pay for their care direct-
ly. Instead, the government and private insurers pay most health
care expenses. The supply of health care also differs from that of
many other service industries. Consumers rely on providers for in-
formation about health care services and these providers are heavi-
ly regulated, primarily by other health care providers. Finally,
many people believe that health care is inherently different from
other goods and services. They believe that everyone should be en-
titled to at least some health Tare, although they may not believe
that everyone has a similar entitlement to goods in general.
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THE HEALTH OF THE U.S. POPULATION
Americans buy health care to improve their health, but recent

research suggests that the connection between health care and
health is not a simple one. In fact, increases in life expectancy in
developed countries are not strongly related to increases in the
number of physicians or hospital beds per capita, nor are they pri-
marily a consequence of increasing utilization of these services.
Studies show that :ncreases in life erpectancy are mainly related to
changes in behavior and improvements in medical technology. Be-
tween 1960 and 1990, life expectancy at birth, which is strongly af-
fected by changes in infant mortality, rose from 67 years to 72
years for men and from 73 years to 79 years for women. The life
expectancy of older Americans, a group that may be more strongly
affected by improvements in medical technology, increased by 3
years between 1960 and 1990, a larger increase than occurred be-
tween 1900 and 1960.

Changes in Behavior
Changes in behavior offer great promise as a way to prevent dis-

ease and preventing disease is often less costly than treating it.
Many Americans have adopted increasingly healthy lifestyles.
During the 1980s, the rate of smoking among adults decreased from
33 to 26 percent, more Americans exercised regularly, and deaths
associated with alcohol abuse declined substantially. Traffic acci-
dent deaths per capita have declined by over 30 percent since 1970,
in part because of greater use of seat belts.

Medical Technology
Improvements in medical technology (a term that includes drugs,

vaccines, and knowledge about treatments as well as medical
equipment) reduce the incidence of disease and improve the effec-
tiveness of treatment. For example, over 33,000 cases of polio were
reported in the United States in 1950, but polio has been all but
eradicated since the development of the polio vaccine. Only 25
years ago, childhood leukemia was nearly always fatal; today the
long-term survival rate for children diagnosed with leukemia is
about 65 percent. New drugs have greatly improved the well-being
of those with ulcers and virtually eliminated the need for surgery
to treat this medical problem. Similarly, coronary bypass surgery
has greatly improved the quality of life of those with angina.

Continuing Problems
Despite the many medical advances of recent years, cures for

many diseases have yet to be discovered and new diseases continue
to emerge. For example, the rate of mortality from breast cancer
has not improved since 1950 despite the development of new
screening methods and new treatment therapies. Acquired immune
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deficiency syndrome, or AIDS, has claimed the lives of over 160,000
Americans. Tuberculosis, a disease that had almost disappeared in
the United States, has reemerged. Among young people, homicide
and drug abuse exact an enormous toll.

A further problem is the persistence of serious disparities in
health across income and race categories. For example, black
babies are more than twice as likely as white babies to have low
birthweight. While many ascribe these differences in health to dif-
ferences in the ability to pay for care, evidence from the United
States and other countries casts doubt on the belief that health in-
surance alone can greatly narrow these disparities. Studies in the
United Kingdom have found that the gap in mortality between rich
and poor has actually increased since the introduction of national
health insurance. This result is consistent with evidence showing
that increased utilization of medical services has relatively little
effect on health.

PROVIDING AND PAYING FOR HEALTH CARE
SERVICES IN THE UNITED STATES

The U.S. health care industry as defined in government statistics
includes services provided in hospitals, nursing homes, laboratories,
and physicians' and dentists' offices. It also includes prescription
and nonprescription drugs, artificial limbs, and eyeglasses, as well
as the services of nontraditional practitioners. But many goods and
services that may strongly affect health, such as fitness club serv-
ices and food, are not included in the usual definition.

The U.S. health care industry employs 9 million people, includ-
ing over 600,000 physicians; by comparison, the automobile manu-
facturing industry employs about 800,000 people. Inpatient services
are provided by approximately 6,500 hospitals containing over 1
million hospital beds. One-half of these hospitals are private, non-
profit institutions, some 30 percent are operated by Federal, State,
and municipal governments, and the remainder are operated pri-
vately on a for-profit basis.

Health care expenditures averaged $2,566 per person in 1990 and
were divided among health care services in almost the same pro-
portion as in 1960. The largest part of each health care dollar,
about 38 cents in 1990, was spent on hospital care, which covers all
services billed through a hospital, including those of some physi-
cians. such as medical residents and radiologists. More than 1 in
every 10 Americans was admitted to a non-Federal short-stay hos-
pital (a hospital in which the average length of stay is less than 30
days) in 1990, for an average stay of 6 days; over 10 percent of
these admissions were for maternity care. Physician services are
the second largest category of expenditures, accounting for about
19 percent of health care expenditures. In 1990, the average
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American made 5.5 visits to a doctor. Most of the remaining 43 per-
cent of health care expenditures was divided among drugs, nursing
home care, dental services, vision products, and home health care
services.

In most other developed countries, the government plays a larger
part in fmancing and, in many cases, in delivering health care
than in the United States. Boxes 4-1, 4-2, and 4-3 describe the
health care systems in Canada, Germany, and the United King-
dom.

Uh.Uvts
..public plena and PertiCipeting ant

not accept direct payment from patients (Of thois'airviens.
While the Provinces MI* Ia the methods they toe te Aim*
health care, most funding comes from general tax rerennee.--7.
. Physicians are paid by the provincial governments on a fee.

for-Service basis according to a fee schedule negotiated by the
provincial governments and physician anociitions. There have
been very substantial increases in the utililation of physician
pervices since the introduction of public health iniurance. At-
tempts to cut total costs by limitins physician,' fees have been
partially thwarted by them continuing increases in utilisation.

Hospitals receive annual lump sum, or global, budgets that
are not tied directly to hospital expenditures. Hospitals caanot
purchase new equipment without government approval and
many types of higirtechnology equipment are less common in
Canadian than in U.S. hospitals. The globe) budget refininne-
monk system sad restriction on the purcham of
hare led to widgag lista for some iienemergenCy
mm. . '

Financing Health Care
Since 1960, U.S. health care financing ilas undergone a major

change (Chart 4-1). In 1960, most medical care was paid for directly
by consumers, but by 1990 only 23 percent of health care expenses
were paid for directly by consumers. Thirty-two percent were cov-
ered by private health insurers and 41 percent by the government.
This change can be traced to three developments: the expansion of
employer-provided benefits, the development of medicare (a govern-
ment program that finances care for the elderly and disabled), and
the initiation of medicaid, a program that extended and formalized

122

3 6 BEST COPY AVAIII:BLE



31

Box 4-2.-Ge11111111,- . -

All working Ger:Pans and their familieS are required to have
health insurance. Those with low and middle incomes must
particiPate in ont of tha ipproxlinately 1,100 not-for-profit
health Insurance plans known as sickness funds. Most blue-
collar workers are assignid to a sPecific plan, while most
white-collar workers may choose among plans. In addition,
about 26 percent of the population earn incomes high enough
to allow them to opt out of the sickness funds and purchase
private insurance; over one-third of those eligible do so. Out-of-
pocket payments in the sickness funds are very low. The sick-
ness funds are financed primarily from payroll taxes, and pre-
mium rates can vary substantially according to the fund. Gen-
eral revenues are used to fund coverage for the nonworking
poor, who are insured through the sickness funds.

German physicians belong to regional associations that nego-
tiate lumpsum budgets with the sicknees funds. Individual
physicians are then reimbursed by the physicians' associations
on a fee-for-service basis, with the fees adjusted retroactively to
comply with the negotiated budget. Hospitals are paid operat-
ing costs negotiated between the hoepitals and sickness funds
and pay the salaries of their staff physicians out of these oper-
ating costa. Hospital capital investments are mainly paid for
by State governments.

Germans make many more physician visits per year than
Americans, but the average visit is much briefer. Germans also
spend more days in the hospital, on average, than do Ameri-
cans. The ratio of hospital staff to patients, however, is much
lower in Germany than in the United States, and Germany
does not have as much high-technology equipment. Physicians
spend, on average, more time with privately insured patients
than with those enrolled in the sickness funds, and hospitals
provide special facilities for these patients.

existing programs to finance health care for the poor. People no

longer bear most of the financial responsibility for their own health

care decisions: instead most Americans have relatively little expo-

sure to the cost implications of these decisions.

EMPLOYER-PROVIDED BENEFITS

Large numbers of American employers first began offering

Lea Ith insurance benefits to their employees during World War II.

During and after the war, Federal wage and price controls led busi-

nesses to expand nonwage benefits such as health carewhich
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Box 4-3eUnited Kingdom
In the United Kingdiaik the National Health Ser;ice (NM)

rmances and delivers health care. All residents are eligible to
receive care through the NHS, although a small but growing
private insurance market also exists. The NHS is financed pri-
marily from general revenues and only very low copayments
are required for a limited number of goods and services.. . .

Almost all physicians "are employed by the &vain:tient
which also owns most of the hospitala. Office-based primary
care physicians who are part of the NHS "are compensated in
pirt through paYMents foe eieh patient, adjiisted aecording te
the jfgt r. "Ialarig -and riiiirmuy-stos
those patients who have been referred by a general prictitianer.

EXpenditures per person are much lower in the United King-
dom than in other developed countries. Health are hr the
United Kingdom is characterized by a much lower level of high
technology and fewer physicians per capita than in
Germany, or the United States. There are tong wai*gliada
many itigh.cost, nnnamargency procedures; and pkrile*
are very short,

.

were exempt from the controlsin order to attract workers. By
1960, private employers were paying for about 13 percent of nation-
al health care expenditures, and tday, most Americans receive
health insurance benefits through their employers (Chart 4-2).
Tax Treatment of Benefits

Tax provisions that exempt employer-provided health insurance
from Federal and State income taxes encourage the spread of such
insurance. Employees do not pay tax on the share of their compen-
sation that comes to them in the form of employer-paid health in-
surance. This preferential tax treatment is effectively a govern-
ment subsidy. The amount of the subsidy depends on the worker's
tax rate: the higher the tax rate, the greater the subsidy. The
greater the subsidy, the more likely workers are to want a larger
part of their compensation in the form of health insurance.

Firms can increase the generosity of a health insurance package
by lowering deductibles (the fixed amounts that policyholders must
pay toward bills each year before any insurance payments are
made), copayment rates (the share of medical bills that must be
paid by policyholders), or the employee's share of premiums. Em-
ployers may also expand the range of services included in policies,
as they did during the 1980s, when an increasing proportion began
to offer vision and home health care benefits. Between 1972 and
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Chart 4-1 Paying for Heath Care Expenditures: 1960 and 1990
The share of health expenditures paid to; out of pocket has fallen substantially since 1960.

56%
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2%

1111 Out or Pocket Pnvate Insurers

Source. Health Care Financmg Administration

ter.!

1990

4%

Government n Other

41%

1989 the total cost of all deductibles, copayments, and employee-
paid insurance premiums remained almost constant as a share of
after-tax income, at about 5 percent, despite the sharp increase in
overall health care expenditures.

As tax rates have changed over time, so has the proportion of
health care expenditures funded by employer payments. In 1965,
when the marginal combined Federal tax rate of the median
worker (including the Federal income tax and the employee's and
employer's shares of the Social Security and medicare tax),was 17
percent, private employer contributions for private health insur-
ance accounted for 14 percent of U.S. national health care expendi-
tures. By 1982, when the combined marginal rate reached 38 per-
cent, 21 percent of U.S. health expenditures were accounted for by
private employer contributions for private insurance. During the
1980s, the marginal combined tax rate of the median worker fell
(to 30 percent in 1990) and the share of national health care ex-
penditures paid for by private employer contributions stopped
rising, remaining at about its 1982 level, although the dollar
amount of employer health care expenditures continued to in-
crease.
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Chart 4-2 Health Insurance Coverage
Most Americans receive health insurance through their employers.

7%

Percent of population
by insurance provider

hole Other ociudes tor example. pr.vately purchased health "'wante and the Department of Veterans

Attarrs
Sources Department of Commerce and Congressonal Research Sennce

Employer-sponsored insurance is also exempt from State income
taxes in most States, but these taxes are not included in the above
figures. State income taxes currently range between 0 and 12 per-
cent, so that for most people the entire tax subsidy is greater than
the Federal subsidy.

By not taxing benefits as income, the government is effectively
forgoing revenues that could be used to lower tax rates. If all the
health insurance benefits expected to be provided in 1993 were
counted as part of Americans' taxable income. the Federal Gove-n-
ment would collect approximately $65 billion in additional reve-
nues.

Insurance Costs and Money Wages
A firm's cost of health insurance must be passed along to some-

onecustomers, owners, employees, suppliers, or some combination
of these groups. In most cases, employers are constrained in their
ability to pass along these costs to their customers, owners, and sup-
pliers. In general, when health insurance costs rise, firms must raise
the cash component of wages luss than they otherwise would in
order to meet the higher health irsurance costs.
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Between 1t73 and 1989, employers' contributions to health insur-
ance absorbed more than one-half of workers' real gains in compen-
sation. Much of the growth in compensation reported for the 198es
took the form of higher health insurance premiums.

THE GOVERNMENT'S ROLE
Until the mid-1960s, the government's role in the provision and

financing of health care was limited primarily to prevention and
medical research. Some government health care spending contin-
ues to be targeted to these areas. The Federal Government spent
over $22 billion in 1992 on preventive health efforts, including
$594 million spent for AIDS prevention and $297 million for child-
hood immunizations. In 1990 the Federal Government spent about
$10 billion to fund medical research. Since the mid-1960s, the gov-
ernment has also taken an active role in providing health insur-
ance.

Medicare
Medicare, a nationwide Federal health insurance program that

began in 1966 for people over 65 and for those with disabilities, is
comprised of a hospital insurance program and a supplementary
medical insurance program. Most Americans over the age of 65 are
eligible for medicare hospital insurance benefits, which they re-
ceive without paying a special premium. Some disabled persons
under 65 and most people who suffer from chronic kidney disease
are eligible for medicare hospital benefits.

Medicare hospital benefits cover all reasonable costs for 60 days
of inpatient hospital care per year, after a $676 deductible; days 61
through 90 are covered with a daily copayment of $169. In addition,
those insured through medicare have a 60-day lifetime reserve for
hospitalizations exceeding 90 days, during which they must contrib-
ute $338 a day toward the cost of their care. (These deductible and
patient payment amounts are for calendar year 1993.) Medicare
hospital insurance also provides limited coverage for posthospital
nursing services, home health care, and hospice care for the termi-
nally ill.

Participation in the medical insurance portion of medicare is vol-
untary. For a monthly premium of $36.60, people 65 and over and
all others eligible for hospital benefits may purchase medical insur-
ance. When the medicare program began, premium income fi-
nanced half the cost of supplementary medical insurance but today
premiums cover only about one-quarter of the costs of these bene-
fits and general tax revenues cover the remainder. Medicare medi-
cal insurance covers physician services, laboratory and other diag-
nostic tests, and outpatient hospital services. It generally pays 80
percent of the approved amount for each service with an annual
deductible of $100.
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Many medicare beneficiaries purchase additional private insur-
ance, called medigap insurance, to cover deductibles and copay-
ments that are not paid by medicare. In 1990, 77 percent of medi-
care beneficiaries had medigap insurance. Of these, some 44 per-
cent purchased such insurance directly; another 40 percent were
retirees receiving medigap coverage through their former employ-
ers. For medicare recipients below the poverty level, another gov-
ernment program, medicaid (discussed below), provides this addi-
tional coverage. A recent change in Federal law requires that all
medigap insurance must cover all patient payments for hospital
and medical care except the deductibles. Purchasers of medigap in-
surance have relatively few out-of-pocket expenses for hospital and
physician bills. New medicare beneficiaries (those who have just
turned 65) are guaranteed the right to purchase medigap insurance
at the same rate regardless of their health status.

Medicaid
Medicaid is a Federal-State matching entitlement program that

provides medical benefits to low-income individuals including the
elderly, blind, disabled, children, adults with dependent children,
and some pregnant women. Eligibility for medicaid has been tied to
participation in the aid to families with dependent children (AFDC)

or supplemental security income program. In 1986, the Congress
extended medicaid coverage to pregnant women and children
under 6 whose family incomes fall below 133 percent of the Federal
poverty level. States may choose to cover all pregnant women and
all children under the age of 1 with family incomes of up to 185

percent of the Federal poverty level, and 29 States currently do so.
By 2002, the medicaid program will be required to provide coverage
for all children under 18 whose families are below the Federal pov-
erty line.

For some senior citizens whose incomes are below the poverty
line and who receive medicare benefits, medicaid pays deductibles
and copayments for physician and hospital expenses. Medicaid also
covers long-term nursing home care: some 25 percent of all medic-
aid expenses in 1987 were for nursing home care for those over 65.

Each State administers its own medicaid program according to
Federal eligibility guidelines. The Federql Government contributes
50 percent of the State's administrative costs and a percentage of
the medical expenses based on a matching formula that gives more
money to poor than to wealthy States. The Federal share of medic-
aid costs ranges from a low of 50 percent to a high of 79 percent.
Federal law mandates that medicaid beneficiaries can be required
to pay only small copayments.

In 1990, 25.3 million persons received medicaid benefits. Expendi-
tures for the aged, blind, and disabled, who account for only 27 per-

4 4,
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cent of the caseload, made up about 70 percent of the outlays. De-
pendent children accounted for only 14 percent of medicaid outlays.

RECENT CHANGES IN THE PROVISION OF CARE
Until the late 1970s, most providers of health care in the United

States were paid using a system called retrospective reimburse-
ment that paid for each service provided, encouraging providers to
increase their services. Hospitals and physicians had incentives to
counsel patients to accept more and costlier treatments, and in-
sured patients had little reason to question these recommendations
because services were paid for largely by insurance. Physicians and
hospitals competed for patients by improving the quality of their
services, driving up prices.

During the 1980s, some attempts were made to control expendi-
tures by encouraging physicians and hospitals to compete in ways
that keep costs down. Competition among insurers led to an in-
crease in the use of innovative payment methods that, in turn,
have begun to create an environment in which competition among
providers may lead to lower health care costs.

Institutional Responses: Capitation and Coordinated Care
Under retrospective reimbursement, insurers paid physicians

and hospitals for the costs of services after the fact. There were few
restrictions on payments, and providers had little reason to com-
pare the costs and benefits of services for insured patients. Insurers
using the retrospective reimbursement system responded to rapidly
rising expenditures by reviewing physician behavior more closely.
This oversight has taken different forms, including increased moni-
toring, or case management, for more costly cases (a procedure
used by an estimated 67 percent of employers in 1991) and require-
ments that patients seek a second opinion before undergoing sur-
gery (used by about 49 percent of employers in 1991).

As health care expenditures rose during the 1970s and 1980s,
however, insurers also experimented with alternative reimburse-
ment strategies that would create incentives to control expendi-
tures while ensuring quality care. One major innovation was the
expansion of coordinated care programs that use capitation-based
reimbursement and direct review of the utilization of medical and
hospital services (Box 4-4).

Under capitation-based reimbursement, physicians receive an
annual payment for each patient in their care, regardless of the
services a patient uses during the year. Coordinated care organiza-
tions, which include health maintenance organizations (HMOs) and
preferred provider organizations, often use the capitation system to
pay providers. By 1990, 33 million Americans were receiving care
through HMOs, over 5 times as many as had 15 years earlier.
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Boz 4-4.Coordinated Care
The term "coordinated care" dawning a variety of arrange-

ments that increase coordinatien and management of health
care services. The beeteknown form of coordinated care is the
HMO, which provides its services through a single group of
doctors and other health care providers. Individuals enrolled in
an HMO pay a specific annual fee, regardless of the services
they receive, although a small comment is sometimes
charged for services.

Another popular form of Coordinated care is the preferred
provider organization, which contracts with a group of provid-
ers who are reimbursed for arvicm based an a negotiated fee
schedule. Preferred provider organisations usually incorporate
programs to monitor the use et services to ensure that physi-
cians do not offset lower kris With increased volume.

Coordinated care programs have been shown to reduce
penditures while maintaining the quality of care. Some studier..
have found that coordiiiaW nduced tb.4,104_
care by ea muck es Mfpercent.,

Although coordinated cars Jew beceme increwingly common_
in the private sector, it 'has not been se popular in public in-
surance programs. Medicare began entering into .contracts
with HMOs in the mid-1980s. 'Beam" medicare beneficiaries
have few incentives to join HMOs, however,' very few have
done so. Congressional restriCtions on the use of coordineted
care by State medicaid programs have impeded the growth of
such arrangements for medicaid recipients and fewer than 10
percent of medicaid beneficiaries currently receive care
through these arrangements.

These innovations, which have occurred largely in the private in-
surance market, have reduced health care expenditures while offer-
ing health care that is at least as good as that of traditional retro-
spectively reimbursed medicine. In fact, capitation-based payment
gives physicians a financial incentive to invest in preventive care,
because they benefit financially when their patients remain
healthy. Studies show that costs have risen more slowly in health
care markets where there is vigorous competition among many co-
ordinated care providers.

Diagnosis-Related Groups
In an effort to control rising hospital expenses, which make up

the bulk of medicare payments, the Federal Government in 1983
replaced the existing retrospective payment system with a prospec-
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tive payment system. The new system reimburses hospitals with a
fixed amount for each patient based on the patient's diagnosis,
rather than on the services provided. A medicare patient admitted
to a hospital is now classified as belonging to one of 470 diagnosis-
related groups (DRGs) that form the basis for payment.

In principle, hospitals could compete to offer care for a particular
DRG at the lowest price. The medicare program, however, has set
fees for each DRG, limiting the opportunities for price competition
among hospitals. Payment for each DRG is based on the average
cost of treatment but may vary according to region and type of hos-
pital. Hospitals that can provide care at less than the average cost
profit from this system.

Hospitals have responded to the new incentives the DRG system
provides. The length of the average hospital stay has fallen signifi-
cantly. A study that compared hospital costs under DRGs with esti-
mates of what costs would have been without DRGs suggests that
the system led to a one-time decline of about 20 percent of the cost
of hospital care paid for by medicare. The DRG system may also
slow increases in expenditures by removing the incentive that oper-
ated under retrospective reimbursement to add costly services. Fi-
nally, a substantial amount of evidence suggests that the DRG
system has not reduced the quality of care medicare patients re-
ceive, even though it provides hospitals with an incentive to limit
the services provided to a patient with a particular diagnosis.

The Resource-Based Relative Value Scale for Paying
Physicians

In response to the increases in physician expenditures during the
1980s, the medicare program in 1992 began implementing a new
fee system for physicians. The old system had reimbursed physi-
cians the customary fee, a practice that could lead to cost spirals. If
one physician raised fees, the average would rise, and this increase
could be included in the next fee schedule.

With the new resource-based relative value scale, the Federal
Government sets the fee medicare pays for each service according
to the complexity and duration of the treatment. The current scale
has greatly increased the reimbursement for evaluative functions
and red.._ ced the reimbursement for surge

Unfortunately, the method used to determine the new fee sched-
ule may not be sound. Theoretically, fees should reflect not only
time and effort but also demand for the service and the willingness
of physicians to perform it. Unless a fee schedule takes into ac-
count these fundamental economic forces, it is likely to lead to
shortages and surpluses in particular specialties, especially those
with changing technology.
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SUMMARY
Improvements in technology and behavioral changes have led
to significant improvements in Americans' overall health.
Americans are living longer, healthier lives, free from many
life-threatening illnesses. Many serious problems have devel-
oped, however, including AIDS and a recurrence of tuberculo-
sis.
The government's share of total health expenditures has in-
creased and the share of patient out-of-pocket spending in total
health expenses has been falling. People have much less re-
sponsibility for the financial consequences of their health care
decisions than they did thirty years ago.
Most Americans are insured through their employers. Employ-
er-provided insurance benefits have increased dramatically
since World War II, in part because such benefits are excluded
from employees' taxable income. Employees pay for increases
in health care costs mainly through lower wages. Individual
expenditures for deductibles, copayments, and insurance pre-
miums remained roughly constant as a siare of after-tax
income between 1972 and 1989.
Insurers have responded to cost increases with innovative
changes in the financing of care, moving away from fee-for-
service, retrospective reimbursement of independent providers
to prospective, capitation-based reimbursement of networks of
providers.

RISING EXPENDITURES, DECLINING INSURANCE
COVERAGE

The impetus for health care reform is driven by two concerns:
the rapid rise in health care expenditures and the increasing per-
centage of Americans who lack health insurance.

TRENDS IN HEALTH CARE EXPENDITURES
Chart 4-3 shows the change in spending on health care since

1960. Some increases were due to the expansion of health insur-
ance benefits through the establishment of the medicaid and medi-
care programs in the mid-1960s. Health care spending has contin-
ued to escalate since then.

Studies that examine patterns of health care spending across
countries show that the share of income countries devote to health
care usually rises with national income. Health expenditures in the
United States are no exception. Expenditures rose more quickly
than incomes between 1960 and 1990, from 5 percent of gross na-
tional product (GNP) in 1960 to 12 percent.

132



41

Chart 4-3 Reel Per Capita Health Caro Expenditures
Real per capita health care expenditures have been rising at an average annual rate of 4.6
percent since 1960.
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Health expenditures are not greatly affected by short-term
changes in economic conditions. Health care costs often continue to
grow during economic downturns, so that the share of national
income devoted to health care may rise during a recession and fall
when prosperity returns.

HEALTH CARE EXPENDITURES IN OTHER DEVELOPED
COUNTRIES

America is not alone: Germany, the United Kingdom, Canada, and
other industrialized countries all experienced large increases in
health care spending between 1960 and 1990. As Chart 4-4 shows,
spending in Germany increased rapidly between 1960 and 1980, but
slowed sharply in the 1980s. In Canada, the United Kingdom, and
the United States, expenditures increased rapidly in all three dec-
ades. Although outlays for health care have increased substantially
in all four countries, per capita health care spending in the United
States has historically been considerably higher than in the other
three countries. The United States currently spends about 1.5
times as much on per capita health care as Canada, about 1.7 times
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as much as Germany, and about 2.6 times as much as the United
Kingdom.

Chart 4-4 Growth In Real Per Capita Health Care Expenditures In Selected Countries
Other countries have also experienced substantial increases in health care expenditures
since 1960.
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The rapid growth in health care spending in the United States,
Canada, Germany, and the United Kingdom is somewhat surpris-
ing because fh2se countries have very different systems of health
care financing and provision. As health care expenditures continue
to increase, each of these countries is considering health care
reform. In some cases, these reform proposals include incorporating
features of U.S. health care financing and provision. The United
Kingdom and Canada have been experimenting with coordinated
care systems, the United Kingdom has been developing versions of
DRGs, while Germany. has been increasing the use of patient copay-
ments.

THE UNINSURED
Besides rising costs, the other major problem in U.S. health care

has been the increasing number of Americans who lack insur-
anceover 35 million people, according to current estimates. Be-
cause so many Americans receive health insurance through their
employers, the percentage of Americans without health insurance
is affected by changes in employment. The number of uninsured,
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however, increased during the 1980s, even during periods of eco-
nomic growth.

Who Are the Uninsured?
Although medicaid covers many of the very poor, about 47 per-

cent of those with incomes below the poverty line, the probability
of being uninsured is highest among those with low incomes. As in-
comes rise, so does the probability of having health insurance.

Those in the 18-35 age group are more likely to be uninsured
than those of other ages. These young adults, mast in good health,
may have been covered previously by their parents' health insur-
ance. Young adults who work are more likely than other workers
not to accept health insurance coverage even when their employers
offer it, and young adults who lose their jobs are the least likely to
pay to retain their health insurance.

Most uninsured people report that their health is good or excel-
lent relative to others of the same age. The population of unin-
sured Americans, however, also contains a group that is much
sicker than average, with serious chronic health conditions. The
chronically ill, who are very likely to incur high health care costs,
may find it very costly to obtain insurance.
Other Problems with Insurance Coverage

Health insurance is also a concern for people with limited insur-
ance coverage and for those whose insurance ties them to a specific
employer. Some people with insurance are susceptible to large out-
of-pocket expenses, either as copayments or for services that their
insurance does not cover. Estimates from the mid-1980s suggest
that 7 percent of privately insured Americans under the age of 65
face a 1-percent chance of spending at least one-fifth of their family
income on health care. Over 20 percent of those over 65 have not
purchased supplementary medigap policies that cover medicare co-
payments and do not qualify for medicaid; they also niay be subject
to substantial financial burdens if they become seriously ill.

Those whose health insurance ties them to a specific employer
face a different problem. Most private health insurance contracts
contain preexisting condition clauses limiting or excluding cover-
age for conditions that began before the policy went into effect.
These restrictions can force people with chronic conditions to stay
with one job when they would prefer to move to another. Even
those without chronic conditions may avoid changing jobs because
they prefer to stay with one insurer. A recent survey found that
over 25 percent of American households included a family member
who stayed in a job because of health coverage.
Gaps in Employer-Provided Health Insurance Coverage

Although not having a job greatly increases the probability that
an individual is not insured, the majority of uninsured Americans
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ed from providing State-mandated benefits and paying State premi-
um taxes under the Federal Employee Retirement Income Security
Act (ERISA). Third, risk-spreading, which keeps costs down by pool-
ing the cost of possible serious health problems among a large
group is more difficult in smaller firms. When one employee of a
small enterprise becomes seriously ill, the cost of premiums for the
entire group increases much more than it would in a larger group.

This last observation is a matter of concern. The purpose of in-
surance should be to spread risk so that premiums do not increase
in small groups when an employee becomes ill. To improve risk-
spreading, small firms could purchase health insurance policies
that remained in force for 5 or 10 years, rather than the 1-year
contracts that are now customary. High employee turnover rates
and high business failure rates in small firms, however, may make
it costly for insurers and firms to make such contracts. Further-
more, continuing changes in medical technology may make it risky
for insurance companies to offer long-term contracts.

Firms are considerably less likely to offer health insurance to
their part-time employees than to their full-time employees, mainly
because coverage for a part-time employee costs as much as it does
for a full-time employee and accounts for a much high, r share of
part-time workers' total compensation.

HOW THE UNINSURED USE HEALTH CARE SERVICES
Those who lack insurance do not necessarily forgo all health

care. They may pay for care directly or may receive it for free, pri-
marily through hospitals. In 1989, U.S. hospitals provided over $10
billion worth of free, or uncompensated, care. People without
health insurance do use less health care than those with similar
health problems who are insured, however.

People without health insurance are far more likely than those
with insurance to report that they did not receive health care
during an illness because of financial constraints. Those who do
seek care are more likely to receive it in inappropriate and costly
settings such as emergency rooms. The uninsured are likely to be
sicker when they are admitted to a hospital; they are also likely to
be discharged from the hospital earlier than their insured counter-
parts.

New estimates suggest that out-of-pocket health expenditures
among the uninsured are lower than they are among insured
people with similar incomes and are far less than the cost of pur-
chasing a basic health insurance policy. Some uninsured people
may be consciously choosing to rely on emergency room care and
personal savings rather than purchasing costly health insurance
coverage.
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RECENT CHANGES IN THE NUMBER OF UNINSURED
Many of the uninsured are unemployed. Although the Consoli-

dated Omnibus Budget Reconciliation Act allows those who leave
jobs to continue their coverage for up to 18 months through their
employer's health care plan by paying the full cost of the premium,
only about 20 percent of those eligible do so. Structural changes in
the American labor market have also affected insurance coverage.
Workers are most likely to be covered by health insurance if they
are unionized or employed in the manufacturing sector. But em-
ployment in manufacturing fell from 23 percent to 18 percent of
total employment during the 1980s, while the fraction of private
sector workers represented by a union fell from 19 percent to 13
percent between 1983 and 1991.

These changes in the composition of the labor force, however, ex-
plain only a small percentage of the increase in the number of un-
insured. As health insurance becomes more costly, more people
may find it makes sense for them to seek higher wages rather than
health insurance from their employers, relying instead on emer-
gency care.

Low-Wage Jobs and Health Insurance
For employers offering jobs at low wages, increases in the cost of

health insurance make it especially difficult to offer coverage.
These employers cannot lower wages to help pay for health insur-
ance, because wages would then fall below the legal minimum.
Studies suggest that, in 1989, about one-third of all uninsured
American wor;xers earned wages which, if reduced by the cost of
health insurance, would fall below the legal minimum. Requiring
employers to provde these workers with health insurance is likely to
lead to increased unemployment among low-wage workers.

SUMMARY

Spending on health care has been rising steadily, both in abso-
lute terms and as a share of national income. Since 1960,
spending on health care has also risen rapidly in other devel-
oped countries, but the per capita cost of health care is much
higher in the United States than in other developed countries.
The number of uninsured has increased recently. Part of this
increase is due to the economic slowdown, while part is due to
a long-term decline in employer-sponsored health insurance.
The uninsured are poorer and younger, on average, than the
insured. Although most are in good health, some are chronical-
ly ill. The uninsured do receive some health care, but they re-
ceive less than those with insurance and often receive care in
emergency rooms. Out-of-pocket health expenditures among
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the uninsured are lower than among insured people with simi-
lar incomes.
Many of the uninsured are workers employed by small firms.
A substantial fraction of uninsured workers earn wages which,
if reduced by the cost of health insurance, would fall below
minimum wage. Requiring employers to provide insurance to
these workers would lead to increased unemployment.

ECONOMIC THEORY OF THE HEALTH CARE
MARKET

Economic analysis can help explain much of the recent perform-
ance of the American health care market and the problems that
have emerged. Providers and purchasers of health care services re-
spond to the incentives and restrictions they face, which stem from
both the nature of health care itself and the way it is financed and
delivered.

PROVIDING HEALTH CARE SERVICES
Two features of health care provision have significant implica-

tions for costs. First, it is difficult for consumers to evaluate the
quality of health care services. They rely on the advice of the pro-
vider of the service in deciding what to buy. While the lack of inde-
pendent information is not unique to the health care market (car
owners may rely on mechanics), it can lead to the unwitting pur-
chase of unnecessary, poor quality, or high-cost services.

Second, to protect consumers from unscrupulous or incompetent
providers, licensing boards in every State regulate those who work
m health care. The licensing procedure can increase the price of
services by restricting the number of providers and limiting the
ways that they may compete.

PROBLEMS OF MEASURING QUALITY
Physicians have much more information about treating a par-

ticular illness than their patients do. Patients may find it difficult
to evaluate their treatment; if they get better, they may not be
able to tell whether they have enjoyed a natural recovery or espe-
cially effective treatment. Lack of information can make it difficult
for people to make decisions about purchasing health care. A physi-
cian could charge a low fee either because the services are provided
in the most cost-saving way or because they are not performed
properly.

People have tried to overcome this problem by evaluating a pri-
mary care physicianasking for recommendations from friends,
for exampleand then accepting the primary care physician's
advice on further treatment. But friends may not be able to assess
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quality accurately; their advice may be particularly deficient in
evaluating the services of a group of doctors ii. a coordinated care
organization.

Information about provider quality is especially important be-
cause of the enormous variation in the way American doctors treat
patients with similar problems. For example, rates of use of some
discretionary procedures, such as tonsillectomies, can be ten times
as high in one county as in a neighboring county with a similar
population. In many cases, the use of such procedures deviates sub-
stantially from what experts recommend. Rates of mortality for pa-
tients with similar problems also differ considerably among hospi-

tals.
'These variations suggest that if consumers could better evaluate

their care, the quality of care could be improved substantially and
costs could be reduced. Physicians and hospitals that offer low-qual-
ity care at high prices would face strvnger incentives to improve
quality and reduce costs.
Improving the Quality of Information

Without a reasonably accurate way to measure quality, health
care plans, hospitals, and providers have a difficult time competing
on the basis of the price of services they offer. But developing such
information may not make economic sense for any single health
care provider or insurer, since setting up a system of gathering and
disseminating information would be costly and, once developed,
might well be copied. The tax treatment of employer-provided in-
surance and the government's growing role in health care provi-
sion have also limited the incentives for private insurers and pro-
viders to develop ways to compete 'by providing high-quality, low-
cost care.

Despite these impediments, insurers and employers have recent-
ly been working together to develop systems for measuring the
quality of health care provided. The Federal Government has
launched a major initiative with the publication of mortality rates
(adjusted for the severity of patient illness) for medicare patients in
U.S. hospitals. A variety of other groups are providing information
in health care markets, including a group that publishes an annual
guide to Washington-area Federal employee health plans; the
Pennsylvania Health Care Cost Containment Council, which pub-
lishes information about hospital charges and mortality rates; and
a group of employers in Cleveland that sponsors the Cleveland
Health Quality Choice Project, which is developing measures to
compare the quality of care in Cleveland-area hospitals.

THE SUPPLY OF PROVIDERS
In many industries, costs rise when the necessary skilled person-

nel and materials are in short supply. In most cases, such short-
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term shortages cause wages to rise, attracting new supplies of
skilled workers. Shortages and the high wages that they produce
are unlikely to persist over time. High physician incomes might
persist, however, without leading to an increased supply of doctors,
because the medical profession can, to some extent, regulate the
number of new physicians receiving licenses each year.

In the past, physicians' associations have also kept doctors from
competing on the basis of price. Until 1982, these organizations re-
stricted their members' ability to advertise services. For many
years, professional associations controlled the types of fee arrange-
ments that doctors could accept, stifling the growth of coordinated
care. These problems are less serious today. The number of practic-
ing doctors has increased greatly and the profession's ability to
limit price competition has declined.

HEALTH INSURANCE
The need for health care depends, in part, on somewhat unpre-

dictable and costly events, such as a serious illness or accident.
People can respond to the risk of such possibilities by self-insuring,
or saving money to pay for potential expenses; by investing in pre-
ventive health care; or by purchasing health insurance.

Insurance is most valuable when it protects people against uncer-
tain events that carry a high risk of substantial financial loss.
Thus, early insurance plans were set up to cover costly hospital ex-
penses. By 1960, insurance covered most hospital care, but people
generally paid for other services themselves. In recent years, how-
ever, insurance coverage has expanded to cover other services. The
share of out-of-pocket expenses for relatively predictable and inex-
pensive services (such as physician services, dental care, and phar-
maceuticals) has been declining steadily (Chart 4-6).
Insurance can Lead to Overconsumption of Services

All insurance, whether privately or publicly provided, affects the
incentives of the insured. Because they are protected against the
full cost of a serious illness or injury, the insured have less incen-
tive to take steps to limit the losses associated with such events.
The change in incentives that results from the purchase of insur-
ance is known by economists as "moral hazard." To economists, the
term carries no connotation of dishonesty.

Moral hazard typically refers to a reduction in the incentive to
avoid undesirable events. For example, people insured against car
theft may leave their doors unlocked, increasing the chance that
their cars may be stolen. People with health insurance may be just
as careful as the uninsured about avoiding health risks, but they
also respond to the incentives produced through insurance by using
more health care services. They are likely to go to the doctor more
often and choose more complex procedures. Among health econo-
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Chart 4-6 Share of Health Care Expenses Paid Out of Pockat
The share of expenses paid out of pocket varies considerably among selvices but has been
declining since 1960 for all services.
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mists, the term moral hazard has come to include this incentive for
the overconsumption of health care services, which adds to total
health care costs.

Studies suggest that the overconsumption of services due to
moral hazard is an important factor in rising health care costs.
One study in the 1970s gave one group of randomly selected fami-
lies health .insurance policies that provided them with full insur-
ance for all health care services and another group a catastrophic
health insurance plan and a corresponding cash payment (for ex-
ample, a health insurance policy with a $1,000 deductible together
with a cash payment of $1,000). Although both families were equal-
ly well indemnified, those who were fully insured used nearly 30

percent more services than those with the catastrophic insurance
plan. According to most measures of health status, families in both
groups were equally healthy at the end of the 3 to 5-year experi-
ment.

Responses to Moral Hazard
Because people with insurance pay less than the full cost of in-

sured services, moral hazard suggests they may use services that
they would not have chosen to purchase if they had to pay the full

56

142



51

cost. But by using these additional services, policyholders drive up
the cost of insurance. Ultimately, they pay the full expected cost of
these additional services through higher insurance premiums. Yet
many consumers would prefer less expensive insurance policies
that encourage them to use only those services that they value
most highly.

Insurers have two well-known ways to limit the potential re-
sponse to moral hazard in their policiec and keep premium costs
down. Traditionally, they have required those with insurance to
pay for part of their services through deductibles and copayments.
Even with deductibles and copayments for a particular service,
however, the price an insured patient pays for services will gener-
ally be less than the full cost.

Another response to moral hazard involves monitoring policy-
holders to ensure that they are taking appropriate preventive
measures and to cap the services that they can use if an illness or
injury occurs. By monitoring services and encouraging preventive
care, the insurer can try to restrict the policyholder to only those
services that are worth their full cost. Coordinated care organiza-
tions take this approach. These organizations typically charge low
copayments and deductibles but closely monitor the utilization of
health care services among those who are ill and often provide free
preventive care services. Conventional insurers have also begun to
adopt these monitoring practices, for example, by requiring a second
opinion for surgery.

Using Private Information in Purchasing Insurance
People usually know more than insurance companies about their

own health and their need for health care services. This asymme-
try of information has important implications for the health insur-
ance market. An insurer charges a premium based on the average
need for health care services. For those who anticipate that their
need for health care services will be higher than average, health
insurance is a bargain. But those who anticipate that their need for
health care services will be below average may find health insur-
ance a poor investment. They may choose .to pay for their health
care themselves or to purchase a health insurance policy with very
high deductibles and copayments. This process is known as adverse
selection.

If those at low risk drop out of the health insurance market, the
average premiums for the remaining purchasers will rise. In
theory, if the adverse selection process continues, the market for
insurance may disappear altogether as healthier people decline in-
creasingly expensive insurance. Alternatively, people may sort
themselves into high- and low-risk groups and purchase different
kinds of insurance. If this occurs, those at high risk will purchase
comprehensive health insurance plans and face premiums that re-
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fleet the full costs associated with iheir true health status. Low-risk
individuals will purchase less comprehensive insurance, paying low
premiums that reflect both the type of plan they purchase and their
health status.

Economic theory suggests that adverse selection can lead to
lower levels of health insurance coverage for the relatively healthy.
Studies also support this finding. Among firms offering multiple
health insurance plans, premiums for comprehensive coverage are
much higher than premiums for plans with high deductibles and
copayments. These higher premiums are not fully explained by the
fact that comprehensive plans offer additional services or by the
effects of moral hazard. Rather, evidence suggests that those who
choose the comprehensive plans are in poorer health than those who
choose plans requiring high out-of-pocket payments.

The theory of adverse selection can also explain some character-
istics of the uninsured. For example, the uninsured appear to have
a low propensity to use medical services. When currently unin-
sured people obtain insurance, they use, on average, fewer services
than those who are continuously insured.

CONCERNS OVER THE DISTRIBUTION OF MEDICAL
RESOURCES

Asymmetries of information, whether between insurers and pol-

icyholders or providers and patients, can cause problems in the
health care market. Consequently, some people will not be able to
purchase insurance, and some patients willing to pay for better
care will not be able to find it. But even if these asymmetries could
be eliminated, health care would still be costly. Some Americans,
especially those who are poor or who have chronic health condi-
tions, would still find it very difficult to purchase health insurance.

Risk Selection
Private insurers compete to offer people the lowest price for

their health coverage. One way to offer a better bargain to people
with lower-than-average health risks is to adjust the price of insur-
ance offered to them to reflect only the cost of the health services
they can be expected to purchase. If insurers can observe the risk
characteristics of those they insure, they can charge these low-risk
people low premiums. People at high risk would be charged high
premiums that reflect all the costs they could be expected to incur.

People with chronic health conditions may be excluded from
commercial health insurance coverage due te preexisting condition
clauses. If they are able to find coverage, they are likely to be
charged very high rates that correspond to their expected health
costs. Ironically, improvements in diagnostic and management
technology may make it even harder for some people to obtain
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health insurance, as insurance companies become better able to di-
agnose and screen out those with chronic health problems.

If insurers are required to charge all purchasers of health insur-
ance in a community the same premiums (a practice known as com-
munity rating), they are prevented from responding to even readily
observable health characteristics by raising or lowering prices. Yet
these insurers will still try to compete by offering low prices to those
at low risk. They may do this by directly refusing to provide cover-
age to those at high risk, a practice called risk selection. Alterna-
tively, they may use adverse selection to their advantage, selling
low-priced insurance contracts with restricted services or high copay-
ment rates that appeal to those at low risk but would not be chosen
by those at high risk.

Health Care for the Poor and Ill
The unequal distribution of health care is an important policy

concern. Most Americans believe that everyone should be entitled
to at least basic health care, regardless of income or health status.
This belief distinguishes the health care sector from most other
parts of the U.S. economy and explains why charitable organiza-
tions have always played an important role in health care. Public
and voluntary hospitals continue to provide, to some extent, a
health care safety net that ironically causes other problems in the
health insurance market.

First, because this safety net operates principally through hospi-
tal emergency rooms, most of the uninsured receive care only when
their conditions are quite serious, although more effective care
could often be provided earlier in the course of their illness. Fur-
thermore, providing emergency care through hospitals is likely to
be much more costly than providing preventive care in an outpa-
tient setting.

Second, although most Americans agree that everyone should re-
ceive basic health care, the safety net does not force all Americans
te share the burden of this care equally. Instead, the costs may fall
on those who use hospitals that charge high fees to paying patients
in order to cover the cost of the uninsured.

Finally, the existence of the safety net may discourage some
people from purchasing health insurance, especially those with se-
rious health conditions who must pay very high premiums and
those in very good health who do not expect to use services at all.
For these people, remaining uninsured may be better than pur-
chasing insurance because they know that they will not be turned
away if and when they need care.

Unfortunately, programs that help low-income people purchase
health insurance can also have some undesirable effects. As family
incomes rise, support under income-tested health programs is
phased out. As with similar provisions in other government pro-
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grams (such as aid to families with dependent children), this phase-
out means that poor families may face a very high marginal "tax"
rate. Small increases in their income are accompanied by large re-
ductions in the value of the health care and other support they re-
ceive. Such high taxes may discourage people from trying to increase
their incomes.

SUMMARY
A lack of information may lead patients to spend money on
services they might not choose if they were fully informed. Pri-
',ate and public initiatives are underway to improve the qual-
Ay of health care information.
Health insurance reduces the price of health care services for
policyholders. Thus it can lead to the overconsumption of
health carethat is, the use of services whose full costs exceed
their benefit to the consumer.
When policyholders have more information about their own
health status than do insurers (or than insurers are permitted
to use), adverse selectionwhich may cause the healthiest
people to opt out of the health insurance marketmay occur.
The existing safety net for the uninsured is problematic. The
uninsured receive insufficient and often inappropriate forms of
care and have few incentives to purchase insurance.

WHY ARE HEALTH CARE EXPENDITURES
INCREASING?

An economic analysis of the structure of the U.S. health care
market can help to explain why health care expenditures have
risen so sharply. The tax subsidy for health insurance has encour-
aged employers to provide employees with coverage that includes
very low copayments and deductibles and covers relatively predict-
able and inexpensive services. Most people covered by gotr-
ernment insurance programs (medicare and medicaid) also make
low out-of-pocket payments. Although substantial out-of-pocket pay-
ments are required in the medicare program, most beneficiaries
have medigap policies that cover many of these costs. Out-of-pocket
payments for health care as a share of all health expenditures
have been falling, reducing the incentive for consumers to limit
their use of health care services. For example, studies show that, at
current levels, medigap insurance increases health care utilization
by up to 24 percent.

The open-ended nature of health insurance contracts means that
most new nonexperimental technologies will be covered by existing
policies. As a result, expensive new technologies covered by insur-
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ance may be introduced before consumers would otherwise be will-
ing to pay for them, further contributing to the escalation of costs.

PRICES AND QUANTITIES OF HEALTH CARE
The Health Care Financing Administration, the Federal agency

that administers medicare and medicaid, has developed a price
index for personal health care expenditures that measures the cost
of all health care services, regardless of who pays for them. Divid-
ing total spending on health care by this price index produces a
composite measure of the quantity of the various health care serv-
ices people consume, including physician visits, hospital care, and
drug purchases.

Two factors affect the price index: changes in the economy's gen-
eral inflation rate and deviations in the price of health care serv-
ices from the general rate of inflation. Table 4-1 provides measures
of changes in total health care expenditures and divides these into
changes in economywide prices, real health care expenditures,
health care prices in excess of economywide inflation, and quanti-
ties of health care consumed.

TABLE 4-1.--Average Annual Percent Change in Personal Health Care Expenditures
Per Capita, Prices, and Quantities: 1960-90

Rem 1960-70 1970-80 1980-90

1) Personal health care expenditures per capita 9 2 11.9 9 2
2) MINUS Economywide inflahon . . 2 2 6.2 4 6

3) EQUALS Expenditures per capita corrected tor inflation 6 9 5 4 4.4
4) MINUS Health care price increases in excess of inflation 1 7 1 6 2 3

5) EQUALS. Quantity of health care per capita . I 5 1 3.8 2.2

Note Columns do not sum both becaile ot rounding and because the price-Quantity interaction terms have been omitted
Source- Health Care Financing Administration

This price index for health care expenditures, like other price in-
dexes, is constructed by examining the cost of a basket of commod-
ities or services over time. The personal health care price index
basket includes hospital care, physician services, drugs, and other
health-related products. The index reflects changes in the cost of
this broad basket, not the price of a particular service provided by
a hospital or physician.

The pricy index does not adequately reflect improvements in the
quality of commodities or services, which usually appear as
price increases. For example, total expenditures for a hospital day
go up if the number of nursing visits made during that hospital
day increases. While such a change implies that the quality of a
day in the hospital has improved, it appears only as an increase in
the health care price index. An alternative way to measure
changes in health care expenditures is described in Box 4-5.
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RECENT INCREASES IN HEALTH CARE
EXPENDITURES

U.S. health care expenditures have risen continuously since the
1980s, not only because health care prices have gone up but be-
cause Americans are using more services. In the 1980s, real health
care spending grew more slowly than it had during the preceding
two decades. Growth was split evenly between increases in the
quantity of health care consumed (2.2 percent annually) and in-
creases in the health care price index in excess of general inflation
(2.3 percent annually) (Table 4-1).

Economic theory suggests that when prices rise people usually
consume less of a good or service. Yet the price of health care and
the quantity purchased rose in tandem during the 1980s (as well as
in earlier decades). These concurrent increases in price and quanti-
ty are consistent with the view that the quality of health care
changed during the 1980s. Consumers in 1990 were probably not
buying more 1980-style health care at 1990 prices; rather, they
were willing to pay more for 1990-style health care than they had
been willing to pay for 1980-style health care. The changes that
were measured in quantity and price hid underlying changes in
quality.
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The quantity of health care services consumed increased primari-
ly because of greater use of outpatient and physician care in the
1980s. The growth rate of inpatient hospital spending declined be-
tween 1982 and 1986, largely because of changes in the system of
medicare reimbursement. Although inpatient hospital services are
now paid prospectively, outpatient services for medicare continue
to be paid on a less constraining retrospective basis, giving hospi-
tals a considerable incentive to move procedures from an inpatient
to an outpatient setting.

The health care sector responded in a flexible and rapid way to
this changed incentive. In 1980 only 16 percent of surgeries in
short-stay hospitals were performed on an outpatient basis, but by
1989, 49 percent were conducted on an outpatient basis. The poten-
tial for such responses needs to be taken into account in the devel-
opment of health policy.

COMPONENTS OF PRICE INCREASES IN THE 1980s
The health care price index increased throughout the 1980s.

Price increases measured were due, in part, to increased use of ex-
pensive technologies and to changes in the cost and.types of labor
used in health care. As insurers and providers competed by offer-
ing more generous coverage, technology, and high quality care,
costs rose.

Physician Costs in the 1980s
In the late 1980s, physician costs rose more rapidly than other

major components of health care spending, in part because of an
increase in the use of outpatient diagnostic and treatment facili-
ties, some of them owned by physicians. Studies suggest that physi-
cians order more tests when they own a share in diagnostic and
treatment facilities. These private facilities may be more conven-
ient, but physicians may also be motivated by the incentives cre-
ated by the traditional insurance system, which pays physicians for
each service they provideincluding those provided by diagnostic
and treatment facilities that they own.

This practice may be curtailed by regulations stemming from the
1988 Clinical Laboratory Improvement Amendments. The act, in-
tended to improve the quality of laboratory tests, imposes very
costly regulations on the operation of laboratories. But these regu-
lations may not significantly improve the quality of health care
and, in fact, may impose additional costs on patients whose physi-
cians operate small-scale office-based laboratories.

U.S. physicians became, on average, more highly specialized
during the 3 decades leading up to 1990, especially before 1980. In
1965 24 percent of U.S. physicians were general practitioners. By
1990 only 12 percent of U.S. physicians were general practitioners;
the other 88 percent were specialists, a much higher percentage
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than in other countries, such as Canada. Specialists are usually
more highly paid than general practitioners, and the pay differen-
tial expanded during the 1980s as the demand grew for newdiagnostic
and surgical procedures only specialists can provide.

Nursing Costs in the 1980s
In the early 1980s, salaries for nurses were low compared with

those for other occupations requiring similar levels of skill, discour-
aging some qualified applicants from entering nursing school. In an
effort to attract more nurses, hospitals increased nurses' real wages.
Between January 1980 and January 1990, the real hourlyearnings of
private hospital employees rose about 25 percent (excluding the
value of nonwage compensation), while the earnings of all private
sector workers changed little. Registered nurses were among those
hospital employees receiving the largest pay increases during the
1980s. At the same time, reductions in the length of the average
hospital stay and increased use of outpatient surgery meant that
patients who were admitted and kept in hospitals were, on average,
sicker than those admitted in 1980. Hospitals were forced to increase
the ratio of highly skilled registered nurses to patients in order to
maintain the quality of their services.
Medical Technology in the 1980s

Increased use of costly medical technology also had an important
impact on measured health care prices in the 1980s. Between 1980
and 1990, for instance, the number of computerized axial tomogra-
phy (CAT) scans performed in short-stay hospitals in the United
States increased over 400 percent. The number of community hospi-
tals with magnetic resonance imagery equipment rose 500 percent be-
tween 1984 and 1991. Many of these new technologies also prolifer-
ated in nonhospital settings.

The use of new surgical techniques flourished in the 1980s. For
example, in 1980, 1 in every 400 American men aged 65 and over
had coronary artery bypass surgery. In 1990, about 1 in 100 Ameri-
can men in the same age group had this form of surgery.
The Costs of Malpractice Litigation

The increasing costs associated with medical malpractice suits
have been an important factor in rising health care costs. Between
1982 and 1989, doctors' liability premiums, the principal source of
payment for malpractice claims, grew at 15 percent annually,
faster than any other component of medical practice costs. Another
more insidious effect of malpractice suits is that they may compel
physicians to perform tests that are not cost-effective simply to pro-
tect themselves from legal actions. The costs of defensive medical
practices have been estimated at over $20 billion in 1989 alone, or
almost 18 percent of total physician expenditures. Finally, malprac-
tice insurance costs have caused some physicians to drop out of
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some specialties, such as obstetrics, making such specialists hard to
find in some communities.

Although insurers and physicians spend large sums defending
themselves in malpractice suits, relatively little of this money
makes its way to those injured through negligence. A recent study
of malpractice cases in New York found that 16 times as many pa-
tients suffered an injury from negligence as received compensation
from the tort liability system. In 1984, only about 60 percent of the
money expended on malpractice litigation was actually paid to in-
jured plaintiffs.

Administrative Expenditures
The administrative costs of the U.S. health care industry, which

are estimated at $80 billion in 1991, have been widely criticized
and unfavorably compared to the costs of administering the govern-
ment-run systems in many other countries. Private insurance com-
panies incur costs marketing their products, reviewing and process-
ing claims, and screening and establishing the health status of po-
tential enrollees. Billing individual patients or insurance compa-
nies raises costs for physicians and hospitals.

Recent studies find, however, that shifting to a system that elimi-
nates the functions of the U.S. private insurance industry would
result in few overall cost reductions. Most of the administrative
cost savings would be offset by increases in utilization that would
come from the elimination of features of the current system that
reduce overall expenditures, such as patient payments and insur-
ance company oversight. In other countries with multiple insurers,
such as Germany, administrative costs as a share of total health
expenditures are comparable to those in the United States.

Private insurance companies compete, in part, on the prices of
the services they offer. A competitive insurance company, like any
other firm, can increase administrative expenses only if the bene-
fits of these expenditures exceed the new expense. In health insur-
ance, much of the increase in administrative expenditures has come
from the expansion of programs that monitor service utilization,
and health insurance that offers these features is cheaper than in-
surance that does notdespite the administrative costs associated
with oversight programs. Nonetheless, some of these costs, such as
the costs of assessing the health status of new enrollees, may raise
aggregate health care expenditures.

PROJECHONS OF FUTURE COST INCREASES
Many analysts expect that unless the health care market is sub-

stantially reformed, costs will continue to rise rapidly into the next
century. Recent projections suggest that health care, which con-
sumed 12 percent of the GNP in 1990, may rise to as much as 16

64-300 0 - 93 - 3

151



60

percent of GNP by the year 2000 and to 26 percent by 2030 (Chart
4-7).

Chart 4-7 Projected Hoafth Cara ExportdIturos es Percent of GNP
Most forecasts suggest that health care expenditures will continue rising, meinly due to
increases in prices and in the use of strvices.
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These projected increases are due primarily to an expected con-
tinuation of the historic trends of increasing health care prices and
volume consumed, as well as improving quality. Because most pro-
jections of health care expenditures are based mainly on mechani-
cal extrapolations of past trends, they do not take into account
changes in government programs or other individual and institu-
tional responses to the rising cost of health care. During the 1980s,
as health care expenses rose rapidly, insurers, employers, consum-
ers, and the government responded through innovations in the fi-
nancing and delivery of care. Such changes in behavior, which
cannot be captured by the modeling techniques currently in use,
could have profound effects on the cost of health care.

Demographics
Projected increases in health costs are, to a small extent, a conse-

quence of the aging of the population. Population aging alone is ex-
pected to cause health care expenditures to increase from 12 per-
cent of GNP in 1990 to about 14 percent by 2030, explaining about
one-seventh of the total projected increase in health care costs (to
26 percent of GNP). The number of Americans over age 64, the age
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group for which health care spending is the highest, will increase
through 2030, especially after the turn of the century.

Those over age 64 consume about 31/2 times as much health
care as those between the ages of 19 and 64, and those over age 84
consume almost 2Y2 times as much health care as those between
the ages of 65 and 69 (Chart 4-8). Health care spending is higher
among those over age 64 due primarily to the increased probability
of death at this age. Health care spending is especially high in the
last year of life. The 5 percent of aged beneficiaries who were in
their last year of life accounted for 29 percent of medicare expendi-
tures in 1979.

Chart 4-8 Per Capita Personal Herith Cara Expanditures, by Aga: 1987
Health care expenditures, especially for nursing home care, rise rapidly with age.
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Another important reason for the high costs of caring for those
over age 64, and especially for those over age 84, is nursing home
care. But because people who pay directly for much of this care, as
well as State governments, which both pay for care and license
nursing homes, have strong incentives to limit spending, most ana-
lysts expect the growth in spending for nursing home care to be
slower than the changing age composition of the population would
suggest.
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SUMMARY
Both the price of health care and the quantity of services con-
sumed increased during the 1980s. Part of the apparent in-
crease in price was due to improvements in the quality of care.
Labor costs, the costs of new equipment, and the use of new
treatments all contributed to the growth in expenditures
during the 1980s.
Changes in administrative expenditures are unlikely to have
been an important contributor to overall expenditure growth.
Most administrative expenses reduce overall health care costs.
Litigation over medical malpractice raises costs directly and
encourages the practice of costly defensive medicine.
Simple extrapolations of health care expenditureswhich do
not take cost-cutting measures into accountsuggest that they
will consume as much as 26 percent of gross national product
by 2030. A small part of this increase is due to the aging of the
population.

PROPOSALS FOR REFORM OF THE HEALTH CARE
MARKET

Increasing health care expenditures and the growing number of
uninsured in the United States have led to a proliferation of pro-
posals for health care reform. In the past year, some 70 bills have
been introduced in the Congress. While most of these plans seek to
alleviate the symptoms of trouble in the health care market, rela-
tively few address the underlying causes of the cost increases and
insurance gaps.

As the response to the diagnosis-related group payment system
in hospitals has shown, changes in incentives can lead to major
modifications in health care provision. Because the health care
sector is flexible and responsive, health reforms that address under-
lying economic probkms and provide sound incentives can be very
effective. On the other hand, reforms that ignore the economics of
health care are likely to lead to unexpected and undesirable results.
Table 4-2 provides a summary of the main proposals for health
care reform that are discussed below.

ADMINISTRATION PROPOSAL
This Administration's health care reform proposal is a compre-

hensive, market-based reform plan that builds on the strengths of
the existing market. It includes components designed both to
expand access to health insurance and to improve market function-
ing.

6 ci
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TA/LI 4-2.--Side-by-Side Comparison of Health Insurance Plans
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Access to Care Under the Administration Proposal
An important objective of health care reform is to provide better

access to health care for the poor and those with chronic illnesses.
The Administration's plan would address this objective by provid-
ing these groups with the funds to purchase health insurance
within the existing health care market at a reasonable price. It
would provide low-income Americans with a transferable tax
credit, ranging from a maximum of $1,250 for single persons to
$3,750 for families of three or more, for purchasing health insur-
ance. Those who do not file tax returns would receive the credit in
the form of a transferable health insurance certificate. Middle-
income people would be eligible for a tax deduction for health in-
surance.

The U.S. Treasury estimates that, when fully phased in (in 1997),
the health insurance tax credit and deduction could benefit about
90 million people. About 25 million of these potential beneficiaries
would be low-income people receiving the maximum applicable
cre ';t. The credit or deduction would be reduced for those with
higher incomes: 10 million people with incomes between 100 and
150 percent of the poverty level would receive a partial credit or
deduction, and 56 million middle-income individuals would receive
a partial deduction.

States would develop basic insurance packages equal to the value
of the health insurance credit. Each State would ensure that at
least two insurers offered such a package. Because low-income
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Americans would be able to purchase basic insurance using their
tax credits, they would no longer have to rely on the public hospi-
tal safety net. At the same time, the fixed-dollar nature of the
credit or deduction would not encourage overconsumption of health
insurance. While the credit or deduction could be used toward the
purchase of plans offering other than the basic benefits, the pur-
chaser would bear any additional cost of these plans.

The President's plan encourages States to fold their existing
medicaid programs into the new program. Those eligible for medic-
aid would receive the full individual tax credit and could then pur-
chase basic benefit coverage through one of the plans offered in the
State. This scheme would allow even the poorest Americans a
choice in their purchase of health insurance.

The plan would further expand health insurance coverage by
helping small firms buy insurance. It would promote the use of
health insurance networks to act as group purchasing agents for
smaller employers, obtaining more favorable premiums and reduc-
ing administrative expenditures. Insurance purchased through
these networks would be exempt from State-mandated benefits and
premium taxes.

The plan would incorporate health risk pools that would spread
the cost of serious health problems among all those purchasing
health insurance with the tax credit or deduction or through the
small group health insurance networks. These pools would employ
health risk adjusters (Box 4-6). This feature of the plan addresses
the concern that those with poor health conditions should be able
to purchase health insurance. Low- and middle-income people with
chronic health problems would have greatly improved access to
health care through this combination of tax credits and deductions
and health risk pools.

Although health risk pools would not wholly eliminate the prob-
lem of adverse selection, they would enable people with poor health
to purchase health care at reasonable cost. Under the Administra-
tion's plan, people would not be required to purchase health insur-
ance. Those who know that their health is unusually good and are
eligible for only a partial credit or deduction could choose to forgo
the credit or deduction, not purchase health insurance, and contin-
ue to pay their own expenses or rely on the existing health care
safety net. The only way to eliminate this problem completely
would be to require everyone to purchase some health insurance.

Finally, the plan prohibits all insurers from excluding any indi-
vidual or group from health insurance coverage because of a preex-
isting condition and requires insurers to renew the coverage of any
previously insured group that complies with its insurance contract.
These features of the plan would reduce existing impediments to
labor market mobility among those with preexisting health condi-
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Box 4-4.--Health Risk Adjusters
The health risk pools envisiowd wider the P.!Oclenes Plan

would incorporate a system of health risk adjusters intended te
equalize the cost of insuring those who differ only with regard
to health status. Insurers serving a pool each cover different
groups of people. Those providing coverage to group with
more than the average number of health problems would re-
ceive a payment from the pool equal to the difference between
the expected average expenditures of that group and the aver-
age expenditures of all people in the pool. An insurer provid-
ing coverage to a relatively healthy group would make a corre-
sponding payment into the pool.

These payments would be age-group specific. Thus, younger
people, who tend to be quite healthy, would face lower average
premiums than older people, who tend to have more health
problems. That means that implementation of a health risk
adjuster system would not give younger people additional incen-
tives to leave the health insurance market or increase transfers
from the young to the old. (Chapter 6 contains a discussion of
current intergenerational transfers.) At the same time. the
health risk adjuster system would leave all people with the
incentive to save money for their old age.

Health risk adjusters have two advantages over community
rating. First, because the payments are based on average
rather than actual expenditures, everyone has incentives to
monitor his or her own use of care. People who consistently
use more than the expected average amount of health care for
someone of their health status would face higher rates than
those who economized on their use of care. Under community
rating, the actual costs of this additional care would be spread
among all people with insurance. Second, under a system of
health risk adjusters, insurers would have no incentive to deny
coverage to people with chronic health conditions. Firms that
insure only low-risk people would have to make payments into
the health risk pool to subsidize firms that insure high-risk
people. Under community rating, insurers could profit by dis-
criminating against people with chionic health conditions.

Under the Administration's refetin proposal, health risk ad-
justers would be phased in over a period of 5 years. Premium
bands would be implemented during the phase-in period. Pre-
mium bands limit the difference in premiums that insurers
can charge groups with different average health status. Fur-
ther limits on rate increases would also be in effect during the
transition to health risk pools and risk adjusters.
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tions and lower some of the administrative costs associated with
the screening of prospective enrollees in small-group plans.

Cost Control Under the Administration Plan
Other aspects of the Administration's proposal are designed to

improve the functioning of both private and public insurance in
the health care marketplace. The plan would increase incentives to
use coordinated care delivery systems within the medicare and
medicaid frameworks. It would provide both HMO and alternative
coordinated care options to medicare beneficiaries and increase fi-
nancial incentives for beneficiaries to join the HMOs. The plan
would require States either to shift all nonelderly medicaid benefi-
ciaries into coordinated care programs or to fold all medicaid bene-
ficiaries into the tax credit and deduction program.

To improve the performance of the private health insurance in-
dustry, the Administration's plan would address the lack of infor-
mation in health care markets by requiring States to implement
programs to help make information about the cost and quality of
medical services available to consumers. The Federal Government
would assist the States by developing prototype systems to assist in
data gathering and outcome comparison. Informed patients are
more likely to choose providers and insurers who provide high
quality services at reasonable prices.

Under the Administration's plan, administrative costs would be
reduced in both the private and public health insurance sectors.
The proposal calls for the Federal Government to work with the
private sector in developing record-keeping and billing forms.
These reductions in billing costs, in combination with the savings
from reduced health status screening, could lower the total admin-
istrative costs of the health care system significantly.

The Administration's proposal would encourage competition
among health plans. Because recipients of tax credits or deductions
(including former medicaid recipients) would be able to choose be-
tween at least two plans available in every geographic area, compe-
tition between the plans would help ensure an adequate level of
service. If one plan provided poor-quality service, those insured
could choose another plan. States would also be encouraged to
remove existing impediments to competition, such as regulations
limiting coordinated care arrangements and mandating the inclu-
sion of certain benefits in insurance plans.

Malpractice costs would be reduced under the proposal's compre-
hensive liability reform plan. The plan would provide States with
incentives to cap the amount of allowable losses for damages other
than loss of income and the cost of health care associated with an
injury. States would be encouraged to employ systems of alterna-
tive dispute resolution, which may reduce the cost of adjudicating
disputes. The Federal Government would also intensify existing ef-
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forts to create guidelines and quality standards for health care
that, when adopted by a State, could be used by the courts to deter-
mine negligence. If the legal system relied on such standards, phy-
sicians would no longer have to practice defensive medicine. Stand-
ards could also improve the quality of care by keoping physicians
informed about state-of-the-art treatments for particular condi-
tions.

The most important component of the Administration's proposal
with respect to improving health is its emphasis on prevention.
The proposal calls for substantially increased spending for Federal
preventive care programs and for an expangian of primary care
health services to low-income communities. It also increases fund-
ing for programs aimed at encouraging Americans to make health-
ier choices with respect to smoking, physical fitness, and diet.

MANAGED COMPETITION
Managed competition reforms are intended to improve the oper-

ation of the marketplace and expand the availability of employer-
sponsored health insurance. Although managed competition has
many market-oriented features, it would greatly increase the role
of the government in the health care system and would limit the
range of health insurance options available to Americans. Many
types of managed competition proposals exist; the discussion that
follows examines one version.

Managed competition is built around the "accountable health
partnership," an organization similar to an HMO that would pro-
vide both health benefits and consumer information. Each account-
able health partnership would be registered with a national health
board that would monitor the insurance market.

The national health board would define a set of "uniform effec-
tive health benefits" that accountable health partnershipe would
be required to provide. All insurers, both private and governmental,
would be required to offer the same basic benefit plan. Competition
would focus on providing these benefits in a cost-saving and medi-
cally effective fashion.

With managed competition almost everyone would have health
insurance coverage. The proposal would mandate employer-provid-
ed insurance for all full-time employees. Employers would be re-
quired to make a flat contribution to an insurer for each of their
employees of between 50 and 100 percent of the cost of the mini-
mum benefit package offered by the cheapest accountable health
partnership in the area. An employee could use this money to buy
this plan, a more generous plan, or a plan from a different account-
able health partnership. Even healthy employees would no doubt
find it in their best interest to purchase health insurance at only
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half the premiums, so the 50-percent minimum contribution re-
quirement would help to limit adverse selection.

Small firms would purchase insurance through collective pur-
chasing agents in each State. These purchasing agents would pool
risks and charge community rates across all small employers, al-
though premiums could be age adjusted. Only those small employ-
ers who joined these organizations would be able to claim tax ex-
emptions for health insurance premiums.

States would contract with the collective purchasing agent to
insure all part-time employees and other unemployed and unin-
sured people. For these people, the premium costs of the cheapest
available plan would be subsidized using revenues from taxes on
part-time employees and on those with independent incomes.

Each State's collective purchasing agent could contract with
many accountable health partnerships, creating competition among
th'nn. The national Itr.z.14h board would be responsible for ensuring
that the agent and eacb participating accountable health partner-
ship met accounting, inisurance, and benefit standards.

The mechanism for cost containment under managed competi-
tion is competition among accountable health partnerships over
the price of the minimum benefit package. Although people could
choose any insurance package offered by any participating account-
able health partnership as long as it included at least the mini-
mum benefits, they would not be able to deduct from their taxable
income more than the cost of the minimum benefit package offered
by the cheapest accountable health partnership. This limit on the
tax subsidy would encourage people to choose less comprehensive
health insurance and efficiently run insurance plans, since they
would face the full additional cost if they chose a plan whose price
exceeded that of the lowest-priced plan. Requiring that insurers
offer at least this benefit package would mean that low-risk people
could not engage in adverse selection by purchasing minimal bene-
fit packages that would never be chosen by those at higher risk.

Because of the central role of the minimum benefit plan in this
proposal, the kinds of benefits and deductible and copayment levels
included in the plan would be very important. The benefits would
have to be designed to fit the services offered by both traditional
health insurers, which typically use deductibles and copayments to
limit moral hazard, and coordinated care organizations, which use
fewer deductibles and copayments but tend to monitor service utili-
zation directly.

To avoid risk selection, the national health board would either
need to specify benefits in a way that would limit the ability of ac-
countable health partnerships to avoid sicker-than-average people
or implement a system of health risk adjusters. Unless they did so,
insurers could avoid such people, for example, by locating their of-
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floes in buildings without elevators, or by contracting only with
physicians who do not specialize in the care of costly conditions.

With managed competition the government would take an active
role in selecting the basic benefit package and in defming the type
of insurance that most people would be likely to purchase. These
governmental decisions could change the insurance arrangements
of many Americans, because the accountable health partnerships
envisioned in the proposal are similar to HMOs, while most Ameri-
cans are currently enrolled in traditional fee-for-service health in-
surance plans. These decisions will also have a profound effective
on the financial future of providers and insurers, who are likely to
press for benefits to be defined as broadly as possible, limiting the
ability of managed competition to contain costs.

PLAY-OR-PAY

Play-or-pay proposals for health care reform are structured
around requirements that firms either provide basic health insur-
ance to employees and their dependents ("play") or pay a payroll
tax to cover enrollment in a public health care plan ("pay"). Most
play-or-pay proposals would also offer sliding subsidies to those
who are not attached to the work force.

Play-or-pay proposals focus on improving access to health insur-
ance. But while play-or-pay would improve access to health insur-
ance for some workers with low incomes or poor health status, it
could reduce the incomes and employment opportunities of many
other low-income people. Competitive firms would probably have to
pass along the costs of health insurance to their workers in the
form of lower wages. Thus, mandating health insurance through
the workplace could lead to lower wages among currently unin-
sured employees and to increased unemployment among employees
whose wages are at or near the minimum.

To the extent that employers chooee to "play" rather than
"pay," play-or-pay reform would retain some of the competitive
aspects of the current health care market. Firms offering benefits
similar to those offered in the public plan, however, would be able
to switch to the "pay" option if the cost of their health insurance
premiums is greater than the payroll tax. If the tax is set too low,
everyone will eventually be enrolled in a single public plan. If the
tax is too high, sm All employers will be forced to buy coatly insur-
ance, which will 'Acrease the plan's potential to lead to layoffs.

Play-or-pay alone does not directly address the problem of con-
trolling health care expenditures. The effect of play-or-pay on costs
would depend greatly on the structure of the public health insur-
ance program, because a play-or-pay system would greatly increase
participation in this program. Medicaid includes only limited provi-
sions to reduce moral hazard. It has only recently launched man-
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aged care initiatives and, because it covers a population in poverty,
currently incorporates few patient payment requirements. The
public program in a play-or-pay system would need to include more
patient payment requirements and managed care initiatives if coats
are to be contained. Otherwise, play-or-pay could lead to increased
overconsumption of medical resources, driving up health care costs.

Play-or-pay would provide health insurance to those with poor
health conditions who may not be able to afford insurance in the
current market. These people, however, are likely to be insured
through the public program. Firms that hire workers with serious
health conditions can avoid paying high insurance premiums by
switching to the public plan. As a consequence, the cost of provid-
ing care in the public plan is likely to rise, and payroll tax rates
may have to be raised to offset this*crease. As the cost of health
care rises, firms that are required to provide health insurance may
begin laying off workers, especially low-skilled workers (as de-
scribed above).

NATIONAL HEALTH INSURANCE PROPOSALS
Proposals for national health insurance envision replacing the

private health insurance market with a single national health in-
surer. This national health insurer would be funded through taxes
and care would be either free (as in Canada) or provided at a low

cost-sharing level. National health insurance would provide Ameri-
cans, regardless of income or health status, with access to a cen-
trally determined set of health care services, at no direct cost to
the insured. Because everyone would have exactly the same health
insurance, national health insurance avoids the problems of risk
selection and adverse selection.

Although national health insurance would ensure access to
health insurance for everyone, it provides few incentives for con-
sumers to limit their use of services and could lead to an explosion
in cost unless other substantial reforms were undertaken. National
health insurance greatly reduces existing incentives for consumers
to limit their use of care. In most proposals, the cost of health care
is shared among all taxpayers with few deductibles and copay-
ments. The Canadian experience and other evidence suggest that
substantial increases in utilization would be likely to accompany
such reductions in deductibles and copayments.

Some proposals for national health insurance envision saving
money by reducing administrative costs, but since reductions in ad-
ministrative costs are likely to be accompanied by increased over-
consumption of services, net health care costs may not decrease.
National health insurance plans can control costs mainly by con-
trolling the quantity and quality of health care supplied, often
through price or budget controls (discussed below). An alternative
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way to control costs would be to fund only selected services, a
method that has been proposed for the State of Oregon's medicaid
program (Box 4-7).

Controls on supply and reductions in administrative coats are
easiest to achieve in national health insurance programs that do
not allow people to opt out by purchasing private health insurance.
Adding any degree of choice to a national health insurance pro-
gramby allowing people to purchase alternative insurance, for in-
stancemay reduce the cost savings achieved through supply con-
trols and would be likely to increase administrative costs.
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oid.i tO detanitna-which service. Caild he inOidded, the
Oregon Health Services Commission undattoolt an extensive
process that included research andsnalysis at well es consulta-
ions with the public. Initially the consmipsion identified 709
"Condition-treatesent" pairs, such as. appendicitis-appendecto-
my. Next, the Commission claesified each pair into 1 of 17 cate-
gories according -to the outoonses that could be expected from
the treatment, such as "prevents death with fun recovery,"
and ranked the pairs within each of the categories acconling to
their impact on the quality of life. Finally, the commission sub-
mitted the ranked list of 709 pairs to the State legislature.

The legislature appropriated funds to cover services 1-587 on
the list. These condition-treatment pairs would be included in
the baeic medical plan. Those condition-treatment pairs ranked
588-709 would not be covered for those ineured by medicaid in
Oregon.

Because medicaid I. funded jointly by the Federal Govern-
ment and the States, Oregon had to apply for a waiver from
the Federal Government in order to implement this plan. This
waiver was denied to the current version of the Oregon plan in
August because of concerns that it violated the rights of the
disabled under the Americans with Disabilities Act.
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RATE SETTING
Some play-or-pay and national health insurance proposals incor-

porate provisions for rate setting. Rate setting, currently in use for
hospital billing in some States, means that a governmental agency
sets a single schedule of health care prices on which all payments,
whether private or public, are based. In practice, increases in utili-
zation often accompany such restrictions on prices in the health
care market, limiting their effectiveness as a method of cost con-
trol. Because of the difficulty of measuring prices and quantities of
health care, providers of health care services can easily change the
quantity of health care services they report to accommodate lower
prices. For example, an increase in the number of diagnostic tests
provided to a patient will appear to be an increase in the per-visit
price if all the tests are provided during one visit. This same in-
crease will appear as an increase in quantity, rather than as a
price hike, if the tests are spread over multiple visits.

Problems in measuring units of health care services make the
enforcement of price controls in this sector troublesome. The Cana-
dian experience suggests that the implementation of price controls
in a fee-for-service physician payment system is likely to be accom-
panied by large increases in office visits. For example, physicians
could require their patients to make office visits to get the results
of tests, rather than simply conveying this information over the
phone or by mail. Doctors could refuse to do more than one proce-
dure per visit, requiring the patient to come back again for a
second procedure, in order to get a second fee from the govern-
ment. Studies of the Canadian system suggest that very substattial
amounts of patient time are wasted through unnecessary trips to
the doctor.

Experience from other industries suggests that if price controls
could be enforced, they would likely lead to shortages of desired
services. Initially, rates may be set to reflect the availability and
need for services. But over time, the bureaucratic process of setting
rates may mean that changes in the provision of, or demand for,
services are not captured by new rates. When conditions change,
the old rates are likely to cause shortages.

GLOBAL BUDGETS
A frequently recommended proposal for controlling expenditures

in the health care system has been global budgets that cover all
health costs. Global budgets would fix the sums health care provid-
ers throughout the U.S. economy can spend.

It would be very difficult to implement global budgets in the
fragmented health care sector that now exists. For example, a
global budget would have to account for out-of-pocket payments
made by consumers, fee-for-service payments made by conventional
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insurers, per capita payments made by HMOs, and the provision of
uncompensated care in emergency rooms. They would have to allo-
cate funding across regions, States, and cities, although currently
spending varies considerably in different localities. Most global
budget plans would begin by implementing price controlsfor ex-
ample, setting payment levels for diagnosis-related groups and for
HMOsbut as noted above, such controls are likely to lead to in-
creases in utilization.

Global budgets could also be applied to individual hospitals, inde-
pendent of the amount of service provided. Such budgets would
create incentives to reduce the services within a hospital and could
lead to delays in admitting patients, or reductions in the use of ef-
fective but costly medical technologies.

Under global budgets there would be few incentives for providers
to compete by developing better ways to deliver care. Improve-
ments in health care delivery would be made primarily by govern-
ment mandate. The government would take a very active rcle in
deciding how much health care would be provided, stipulating the
number of practicing physicians, the number of hospital beds, and
the availability of new medical technologies and treatments.

Such government-determined supply-side controls could also lead
to inappropriate decisions at the level of the individual provider.
For example, hospitals are likely to find it easier to stay within
their annual budgets if they keep their hospital beds filled with pa-
tients who have already recovered, rather than admitting sicker
patients. Global budgets for physicians may lead doctors to restrict
their hours and increase their vacation days rather than providing
cost-effective care. Efficient physicians can be penalized if global
budgets lead to across-the-board cutbacks in spending on care.

POLITICS AND HEALTH CARE
Most proposals for reform of the health care market envision a

larger governmental role. For example, under the Administration's
proposal, the Federal Government would define a basic benefit
plan that could be purchased by recipients of the tax credit or de-
duction (although they could choose other plans). Under the man-
aged competition proposal, government boards would define ac-
countable health partnerships and the basic benefits people could
purchase and still remain eligible for the tax subsidy. Such govern-
ment-determined allocation decisions are likely to become politi-
cized. Decisions about which services to cover and payments to
make may be affected by the political influence of provider groups
rather than by appropriate medical and economic considerations.

Governments already play an enormous role in the U.S. health
care industry as regulators, purchasers, and employers. Federal.
State, and local governments regulate virtually every aspect of the
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industry, from the supply of insurance to the practice of medicine
to the sale of pharmaceuticals. In 1990 including the value of
health-related tax subsidies, governments paid for about the same
share of the output in this industry as in the aerospace industry.
The three levels of government together employed more than twice
as many health and hospital workers as postal workers.

Using government bureaucracies rather than markets to deter-
mine industry outcomes is usually wasteful and inefficient. The or-
dinary problems of regulation are magnified in the health care con-
text for two reasons. First, setting quantities is difficult because of
the enormous variation in people's need for and attitude toward
medical care, a product that is constantly changing. Second, regula-
tors have to rely on producer groups (including insurers, doctors,
and hospital employees) and some consumer groups for information
and support, and these groups share a proclivity to expand public
and private expenditures at the expense of the general public.

SUMMARY

The Administration's proposal for health care market reform
would expand the insurance coverage available to low-income
and middle-income Americans.
The use of health risk adjuSters in the Administration plan
can reduce differences in the cost of health insurance between
people in good health and people in poor health Unlike com-
munity rating plans, health risk adjusters limit the incentive
for insurers to exclude those in poor health.
Managed competition proposals would encourage competition
among health insurers providing a basic benefit package. Man-
aged competition requires that the government play a substan-
tial role in the private health insurance market, monitoring in-
surers and defining the benefits that most Americans would re-
ceive.
Play-or-pay proposals focus on improving access to insurance
by mandating that employers provide basic health insurance or
pay a tax to cover enrollment in a public plan. These proposals
do not directly address the problem of rising costs and may
cause firms to lay off low-wage workers.
National health insurance proposals would provide insurance
for all Americans through a single national insurer. Without
substantial restraints on the quality and quantity of care pro-
vided, national health insurance could lead to a cost explosion.
Attempts to regulate the price of health care are often ineffec-
tive in reducing expenditures because of offsetting increases in
utilization. If rate regulation succeeds in holding down prices,
it may lead to reductions in the quality of health care and to
waiting lines for services.
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CONCLUSION

The U.S. health care market provides a very high standard of
health care to most Americans. The cost of care in this market has,
however, been growing very rapidly, and many Americans have in-
adequate health insurance coverage. Careful analysis of this
market indicates that it is subject to many of the same economic
forces as other sectors and establishes certain guiding principles
that must be heeded if reform is to be successful.

As government and employer-provided health insurance pro-
grams have expanded, Americans have been paying for less of their
health care out of their own pockets. Because people with health
insurance do not face the full cost of their health care decisions,
they overconsume health care services. Over time, the quantity and
quality of services consumed by Americans have been increasing
rapidly.

Because of the high cost of health care, many of the poor and
chronically ill find that they cannot afford health insurance. These
uninsured individuals often resort to hospital emergency rooms, re-
sulting in a very costly and inefficient use of resources. Most Amer-
icans believe poor and unhealthy people should not have to choose
between paying high premiums for health insurance or going with-
out any insurance at all.

Because of the complexity of the health care industry, no reform
plan can address all features of the system perfectly. Yet some ap-
proaches are better than others, because they deal more directly
with the sources of rising expenditures and declining insurance
coverage. Successful reforms must create incentives for consumers,
insurers, and providers to cut costs and share the cost of care for
the chronically ill.

Experience in other countries and in the United States suggests
that health care costs cannot be controlled, even with waiting lines
and limits on the use of medical treatments, unless the consump-
tion of services is limited through incentives, such as deductibles
and copayments, that encourage people to regulate the way they
use health care services. Alternatively, insurers can monitor the
use of care through coordinated care arrangements. Failure to con-
trol the overconsumption of services that results from insurance
will make it impossible to control health care costs.

Even if overall costs can be controlled, expenditures for health
care are likely to remain higher for those in poor health than for
healthy people. One approach to this problem, community rating,
creates a single premium level for everyone. In a competitive insur-
ance market, however, community rating conflicts with the incen-
tives of both insurers and healthy people. Insurers will try to dis-
courage unhealthy people from enrolling in their insurance plans,
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leaving the chronically ill without insurance. Alternatively,
healthy people will opt out of the insurance market or select plans
with high deductibles and copayments, so that the premiums paid
by those remaining in more comprehensive plans are very high.
Another response to differences in health risk is the use of health
risk adjusters, which provide insurers with incentives to insure
those in poor health.

Because providers know more about medical treatment than do
patients, a successful reform must give providers financial incen-
tives to recommend only those treatments whose benefits exceed
their costs. Financing arrangements that pay doctors and hospitals
a fixed amount regardless of how many services they provide
reduce the incentive for providers to recommend unnecessary serv-
ices. An important additional step toward achieving this goal is to
make it easier for patients to evaluate health care providers. In-
formed patients will be better able to identify providers that offer
high-quality health care at a reasonable price.

Reforms that give consumers, insurers, and providers appropri-
ate incentives are likely to be the most effective way of controlling
costs, improving access to insurance, and giving Americans the
quality of health care that they want. Without these incentives,
health care costs will continue to climb and the number of unin-
sured will only grow larger.
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192 Special Message to the Congress Recommending a
Comprehensive Health Program. November 19, 1945

To the Congress of the United States:
In my message to the Congress of September 6, 1945, there w're

enumerated in a proposed Economic Bill of Rights certain rights which
ought to be assured to every American citizen.

One of thcm was: "The right to adequate medical care and the
opportunity to achieve and enjoy good health." Another was the
"right to adequate protection from the economic fears of . . . sick-
ness. . . ."

Millions of our citizens do not now have a full measure of opportunity
to achieve and enjoy good health. Millions do not now have protection
or security against the cconomic effects of sickness. The timc has ar-
rived for action to help them attain that opportunity and that protcction.

The people of the United Statcs received a shock whcn the medical
examinations conducted by the Selective Service Systcm revealed thc
widespread physical and mental incapacity among thc young people of
our nation. Wc bad had prior warnings from eminent medical authori-
ties and from investigating committees. The statistics of thc last war
had shown the same condition. But the Selective Service Systcm has
brought it forcibly to our attention recentlyin tcrms which all of us
can understand.

As of April r, 1945, nearly 5,000,000 male registrants between the ages
of iS and 37 had been examined and classified as unfit for military
service. The number of those rejected for military service was about
30 percent of all those examined. Thc percentage of rejection was
lower in the younger agc groups, and higher in the higher age groups,
reaching as high as 49 percent for registrants between thc ages of 34
and 37.

In addition, aftcr actual induction, about a million and a half mcn
had to be discharged from the Army anc: Navy for physical or mental
disability, exclusive of wounds; and an equal number had to be treated
in the Armed Forccs for diseases or defects which existed before
induction.

Among the young womcn who applied for admission to the Womcn's
Army Corps there was similar disability. Over one-third of those
examined were rejected for physical or mental reasons.

These men and women who were rejected for military service arc
not necessarily incapable of civilian work. It is plain, however, that
they have illnesses and defects that handicap them, reduce their work-
ing capacity, or shortcn their lives.

It is not so important to search the past in order to fix the blame for
Reproduced from Special message to the Congress
recommending a Comprehensive Health Program.
In the Public papers of the Presidents of the
United States: Harry S. Truman, G.P.O., 1961.
p. 476-491.
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Harry S. Truman, 1945 Nov. 59 [isa]

these conditions. It is more important to resolve now that no American
child shall come to adult lifc with diseases or defects which can be pre-
vented or corrected at an early age.

Medicine has made great strides in this generationespecially dur-
ing the last four years. We owe much to the skill and devotion
of the medical profession. In spite of great scientific progress, how-
ever, each year we lose many more persons from preventable and
premature deaths than we lost in battle or from war injuries during
the entire war.

Wc are proud of past reductions in our death rat's. But these re-
ductions have come principally from public health and other com-
munity services. We have been less effective in making available to
all of our people the benefits of medical progrcss in the carc and
treatment of individuals.

In the past, thc benefits of modern medical science have not been
enjoyed by our citizens with any degree of equality. Nor are they
today. Nor will they be in the futureunless government is bold
enough to do something about it.

People with low or moderate incomes do not get the same medical
attention as thosc with high incomes. The poor have more sickness,
but they get less medical care. People who live in rural arcas do not
gct thc same amount or quality of medical attention as thoce who live
in our cities.

Our new Economic Bill of Rights should mean health security for
all, regardless of residence, station, or raceeverywhere in thc United
States.

Wc should resolve now that thc health of this Nation is a national
conccrn; that financial barriers in the way of attaining health shall be
removed; that the health of all its citizens deserves the help of all the
Nation.

There are fivc basic problems which we must attack vigorously if wc
would rcach the health objectives of our Economic Bill of Rights.

s. The first has to do with the number and distribution of doctors
and hospitals. Onc of the most important requirements for adequate
health service is professional personneldoctors, dcntists, public health
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and hospital administrators, nurscs and other experts.
The United States has been fortunate with respect to physicians. In

proportion to population it has more than any large country in the
world, and they are well trained for their calling. It is not enough,
however, that we have thcm in sufficient numbers. They should bc
located where their services arc needed. In this respect wc arc not sci
fortunatc.

The distribution of physicians in the United States has been grossly
uneven and unsatisfactory. Some communities have had enough or
even too many; othcrs have had too fcw. Year by ycar thc number in
our rural areas has been diminishing. Indeed, in 1940, there were 3[
countics in the United Statcs, each with morc than a thousand inhabit-
ants, in which there was not a single practicing physician. The situa-
tion with respect to dentists was even worse.

Onc important reason for this disparity is that in some communities
there arc no adequate facilities for the practice of medicine. Another
reasonclosely allied with thc firstis that thc earning capacity of thc
people in somc communities makes it difficult if not impossible for
doctors who practice thcrc to makc a living.

The demobilization of Go,000 doctors, and of thc tcns of thousands of
other professional personnel in thc Armed Forces is now proceeding
on a large scale. Unfortunately, unless wc act rapidly, wc may expect
to see them concentrate in the places with greater financial resources
and avoid other places, making the inequalities even greater than before
the war.

Demobilized doctors cannot be assigned. They must be attracted. In
ordcr to bc attracted, thcy must bc able to scc ahcad of thcm profes-
sional opportunities and economic assurances.

Inequalities in the distribution of medical personnel arc matched by
inequalities in hospitals and othcr health facilities. Moreover, there arc
just too fcw hospitals, clinics and health centers to take proper care of
thc people of thc United States.

About 1,200 counties, 40 percent of thc total in the country, with somc
r5,000,000 people, have either no local hospital, or none that mccts even
the minimum standards of national professional associations.
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Thc deficiencies are especially severe in rural and scmirural areas and
in those cities where changes in population have placed great strains
on community facilities.

I want to emphasize, however, that thc basic problem in this field
cannot be solved merely by building facilities. They have to be staffed;
and the communities have to be able to pay for the services. Other-

wise thc new facilities will be little used.
2. Thc second basic problem is thc need for development of public

health services and maternal and child carc. The Congress can be
justifiably proud of its share in making recent accomplishments possi-
ble. Public health and maternal and child health programs already
have made important contributions to national health. But large ne9els
remain. Great areas of our country arc still without these servrces.
This is especially truc among our rural areas; but it is truc also in far
too many urban communitics.

Although local public health departments arc now maintained by
some 113,000 countics and other local units, many of these have only
skeleton organizations, and approximately 40,000,000 citizens of the
United States still live in communities lacking full-time local public
health service. At the recent rate of progress in developing such serv-
ice, it would take morc than a hundred years to cover thc whole Nation.

If wc agrcc that thc national health must be improved, our citics,
towns and farming communities must be made healthful places in
which to live through provision of safe water systems, sewage disposal
plants and sanitary facilities. Our streams and rivers must be safe-
guarded against pollution. In addition to building a sanitary environ-
ment for ourselves and for our children, we must provide thosc services
which prevent disease and promote health.

Services for expectant mothcrs and for infants, care of crippled or
otherwise physically handicapped children and inoculation for the pre-
vention of communicable discascs ate accepted public health functions.
So too are many kinds of personal services such as thc diagnosis and
treatment of widespread infections like tuberculosis and venereal dis-
ease. A large part of the population today lacks many or all of these
services.

0
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Our success in thc traditional public health sphere is made plain by
the conquest over many communicable diseases. Typhoid fever, small-
pox, and diphtheriadiseases for which thcrc are effective controls
have become comparatively rare. We must make the same gains in
reducing our maternal and infant mortality, in controlling tubercu-
losis, venereal disease, malaria, and other major threats to life and
health. We arc only beginning to realize our potentialities in achiev-
ing physical well-being for all our people.

3. The third basic problem concerns medis:al research and profes-
sional education.

Wc have long recognized that wc cannot bc content with what is
already known about health or disease. We must learn and under-
stand more about health and how to prevent and cure disease.

Researchwell directed and continuously supportedcan do much
to develop ways to reduce those diseases of body and mind which now
cause most sickness, disability, and premature deathdiseases of the
heart, kidneys and arteries, rheumatism, cancer, diseases of childbirth,
infancy and childhood, respiratory diseases and tuberculosis. And re-
search can do much toward teaching us how to keep well and how to
prolong healthy human lifc.

Cancer is among the leading causes of death. It is responsible for
over tGo,000 recorded deaths a year, and should receive special atten-
tion. Though we already have the National Canccr Institute of the
Public Health Service, wc need still morc coordinated research on thc
cause, prevention and curc of this disease. We need more financial
support for research and to establish special clinics and hospitals for
diagnosis anti treatment of thc disease especially in its early stages. We
nccd to train more physicians for the highly specialized services so
essential for effective control of cancer.

There is also special need for research on mental diseases and ab-
normalities. We have done pitifully little about mental illnesses. Ac-
curate statistics arc lacking, but there is no doubt that thcrc are at least
two million persons in the United States who arc mentally ill, and that
as many as ten million will probably nccd hospitalization for mental
illness for some period in thc course of their lifetime. A great many of
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these persons would be helped by proper care. Mental cascs occupy

more than one-half of thc hospital beds, at a cost of about 500 million
dollars per yearpractically all of it coming out of taxpayers' money.

Each year there arc 1-25,oco new mental cases admitted to institutions.

We need more mental-disease hospitalc more out-patient clinics. We

need morc services for early diagnosis, and opecially we nt.ed much

more research to learn how to prevent mental breakdown. Also, wc

must have many more trained and qualified doctors in this field.

It is clear that wc have not done enough in peace-time for medical

research and education in view of our enormous resources and our

national interest in health progress. The money invested in research

pays enormous dividends. If any one doubts this, let him think of
penicillin, plasma, DDT powdcr, and ncw rehabilitation techniques.

4. Thc fourth problem has to do with the high cost of individual

medical care. The principal reason why people do not receive thc care

they need is that they cannot afford to pay for it on an individual basis

at the time they need it. This is true not only for needy persons. It is

also frue for a large proportion of normally self-supporting persons.

In the aggregate, all health servicesIrons public health agencies,

physicians, hospitals, dentists, nurses and laboratoriesabsorb only about

4 percent of the national income. We can afford to spend more for

health.
But four percent is only an average. It is cold comfort in individual

cases. Individual fatuities pay their individual costs, and not average
costs. They may be hit by sickness that calls for many timcs thc aver-

age costin extreme cases for more than their annual income. When
this happens they may come face to face with economic disaster. Many

families, fearful of expense, delay calling the doctor long beyond the

time when medical care would do thc most good.
For some persons with very low income or no income at all wc now

usc taxpayers' money in the form of free services, free clinics, and pub-

lic hospitals. Tax-supported, free medical care for needy persons, how-

ever, is insufficient in most of our cities and in nearly all of our rural

areas. This deficiency cannot be met by private charity or the kindness

of Hfividual physicians.
481
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Each of us knows doctors who work through endless days and nights,
never expecting to be paid for their services because many of their pa-
tients are unable to pay. Often the physician spends not only his time
and effort, but even part of the fccs he has collected from patients able
to pay, in order to buy medical supplies for those who cannot afford
them. I am sure that there arc thousands of such physicians through-
out our country. Thcy cannot, and should not, be expected to carry
so heavy a load.

5. The fifth problem has to do with loss of earnings when sickness
strikes. Sickness not only brings doctor bills; it also cuts off income.

On an average day, there arc about 7 million persons so disabled by
sickness or injury that they cannot go about thcir usual tasks. Of these,
about 31/4 millions are persons who, if they were not disabled, would be
working or seeking employment. More than one-half of these disabled
workers have already been disabled for six months; many of them will
continue to be disabled for years, and some for the remainder of their
lives.

Every year, four or five hundred million working days arc lost from
productive employment because of illness and accident among those
working or looking for workabout forty times the number of days
lost because of strikes on the average during the ten years before the
war. About nine-tenths of this enormous loss is due to illness and acci-
dent that is not directly connected with employment, and is therefore
not covered by workmen's compensation laws.

These then arc the five important probletns which must be solved,
if we hope to attain our objective of adequate medical care, good health,
anti protection frown the economic fears of sickness anti disability.

To meet these problems, I recommend that the Congress adopt a
comprehensive and modern health program for thc Nation, consisting
of five major partscach of which contributes to all the others.

FIRST: CONSTRUCTION OF HOSPITALS AND RELATED FACILITIES

Thc Federal Government should provide financial and other assist-
ance for thc construction of needed hospitals, health centers and other
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Harry S. Truman, 1945 Nov. 19 [592]

medical, health, and rehabilitation facilities. With the helpof Federal

funds, it should bc possible to meet deficiencies in hospital and health

facilities so that modern servicesfor both prevention and curecan bc

accessible to all thc people. Federal financial aid should be available

not only to build new facilities where needed, but alto to enlarge or

modernize those we now have.
In carrying out this program, there should be a clear division of

responsibilities between the States and the Federal Government. Thc

States, localities and the Federal Government should share in the finan-

cial responsibilities. The Federal Government should not construct or

operate these hospitals. It should, however, lay down minimum na-

tional standards for construction and operation, and should make sure

that Federal funds are allocated to those areas and projects where Fed-

eral aid is needed most. In approving state plans and individual proj-

ects, and in fixing the national staildards, the Federal agency should

have the help of a strktly advisory body that includes both public and

irofessional members.
Adequate emphasis should be given to facilities that arc particularly

useful for prevention of diseasesmental as well as physicaland to
the coordination of various kinds of facilities. It should be possible to

go a long way toward knitting together facilities for pre% elision ssith

facilities for cure, the large hospitals of medical centers with the smaller
institutions of surrounding areas, the facilities for thc civilian popula-
tion with the facilities for veteran,.

The general policy of Foleral State pattnership sshich ha, done so

much to provide the magnitisent highways of the United States Lan be

adapted to the construction of hospitals in the communities which need

them.
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These programs wcrc especially developed in thc tcn ycars before
the war, and have bccn extended in some arcas during thc war. They
have already made important contributions to national health, but they
have not yct reached a large proportion ofour rural areas, and, in many
cities, they arc only partially developed.

No arca in the Nation should continue to be without the services of
a full-time health officer and other essential personnel. No area should
be without essential public health services or sanitation facilities. No
arca should bc without community health services such as maternal and
child health care.

Hospitals, clinics and health centers must bc built to mcct the needs
of the total population, and must make adequate provision for the safe
birth of every baby, and for the health protection of infants and children.

Present laws relating to general public health, and to maternal and
child lwalth, have built a solid foundation of Federal cooperation with
the States in administering community health services. The emer-
gency maternity and infant care progrdm for the wives and infants of
servicemena great wartime service authorized by the Congresshas
materially increased the experience of every State health agency, and
has provided much-needed care. So too have other wartime programs
such as venereal disease control, industrial hygiene, malaria control,
tuberculosis control and other services offered in war essential
communities.

The Federal Government should cooperate by more generous grants
to the States than are provided under present lAws for public health
services and for maternal and child health care. Thc program should
continue to be partly financed by thc States themselves, and should be
administered by the States. Federal grants should be in proportion to
State and local expenditures, and should also vary in accordance with
the financial ability of thc respective Stares.

Thc health of American children, like their education, should be
recognized as a definite public responsibility.

In the conquest of many diseases prevention is even morc important
than cure. A well-rounded national health program should, therefore,
include systematic and wide-spread health and physical education and
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examinations, beginning with thc youngest children and extending
into community organizations. Medical and dental examinations of
school chihlrcn arc now inadequate. A preventive health program, to
be successful, must discover dcfects as early as possible. We should,
therefore, see to it that our health programs are pushed most vigorously
with tbc youngest scction of the population.

Of course, Federal aid for community health servicesfor general
public health and for mothers nd childrenshould complement and
not duplicate prepaid medical services for individuals, proposed by thc

fourth recommendation of this message.

THIRD: NIVDICAL IDCCATION AND RESEARCH

Thc Federal Government should undertake a broad program to
strengthen professional education in medical and related fields, and to
encourage and support medical research.

Professional education should be strengthened where necessary
through Federal grants-in-aid to public and to non-profit private insti-
tutions. Medical research, also, should be encouraged and supported
in the Federal agencies and by grants-in-aid to public and non-profit
private agencies.

In my message to the Congress of September 6, 1945, I made various
recommendations for a general Federal research program. Medical

researchdealing with thc broad fields of physical and mental ill-
nesccsshould bc made effective in part through that general program
and in part through specific provisions within thc scope of a national
health program.

Federal aid to promote and support research in medicine, public

health and allied fields is an essential part of a general research program
to bc administered by a central Federal research agency. Federal aid
for medical research and education is also an essential part of any na-

tional health program, if it is to meet its responsibilities for high grade

medical services and for cont;nuing progress. Coordination of the two
programs is obviously necessary to assure efficient use of Federal funds.
Legislation covering medical research in a national health program
should provide for such coordination.



FOURTH: PREPAYMENT OF MEDICAL COSTS

Everyone should have ready access to all necessary medical, hospital
and related services.

I recommend solving thc basic problem by distributing thc costs
through expansion of our existing compulsory social insurance systcm.
This is not socialized medicine.

Everyone who carries firc insurance knows how thc law of averages
is made to work so as to sprcad the risk, and to benefit thc insurcd who
actually suffers thc loss. If instead of the costs of sickness being paid
only by those who get sick, all the peoplesick and wellwere re-
quired to pay premiums into an insurance fund, the pool of funds thus
created would enable all who do fall sick to bc adequately served with-
out overburdening anyone. That is the principle upon which all forms
of insurance arc based.

During the past fifteen years, hospital insurance plans have taught
many Americans this magic of averages. Voluntary heahh insurance
plans have been expanding during recent years; but their rate of growth
does not justify the belief that they will meet more than a fraction of
our people's needs. Only about 3% or 4% of our population now have
insurance providing comprehensive medical care.

A system of required prepayment would not only spread the costs of
medical care, it would also prevent much scrious disease. Since medical
bills would be paid by thc insurance fund, doctors would more often
be consulted when thc first signs of disease occur instead of when the
disease has become scrious. Modern hospital, specialist and laboratory
services, as needed, would also become available to all, and would im-
prove thc quality and adequacy of care. Prepayment of medical care
would go a long way toward furnishing insurance against disease itself,
as well as against medical bills.

Such a systcm of prepayment should cover medical, hospital, nurs-
ing and laboratory services. It should also cover dental careas fully
and for as many of thc population as thc available professional person-
nel and the financial resources of the system permit.

The ability of our people to pay for adequate medical carc will be
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increased if, while they arc well, they pay regularly into a common
health fund, instcad of paying sporadically and unevenly when thcy

arc sick. This health fund should be built up nationally, in order to
establish the broadest and most stable basis for spreading thc costs of
illness, and to assurc adequate financial support for doctors and hos-
pitals everywhere. If wc were to rely on state-by-state action only, many
years would elapse before wc had any general coverage. Meanwhile
health service would continue to be grossly uneven, and disease would
continue to cross state boundary lines.

Medical services arc personal. Therefore the nation-wide systcm

must be highly decentralized in administration. The local adminis-
trfilVe unit must be the keystone of the system so as to provide for local
services and adaptation to local needs and conditions. Locally as well

as nationally, policy and administration should be guided by advisory
committees in which the public and thc medical professions arc
represented.

Subject to national standards, mcthods and ratcs of paying doctors
and hospitals should be adjusted locally. All such rates for doctors
should be adequate, and should be appropriately adjusted upward for

those who arc qualified specialists.
People should remain free to choosc their own physicians and hos-

pitals. The removal of financial barriers between patient and doctor
would enlarge the present freedom of choice. The legal requirement
on thc population to contribute involves no compulsion over thc doctor's
freedom to decide what services his paticnt needs. People will remain
free to obtain and pay for medical service outsidc of the health insur-
ance systcm if they desire, even though thcy arc members of thc system;

just as they arc frcc to send their children to private instead of to public
schools, although they must pay taxes for public schools.

Likewise physicians should remain free to accept or reject patients.
They must be allowed to decide for themselves whether they wish to
participate in the health insurancc system full time, part timc, or not
at all. A physician may have somc paticnts who arc in the system and

somc who arc not. Physicians must be permitted to be represented
through organizations of thcir own choosing, and to decide whether to
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carry on in individual practice or to join with other doctors in group
practice in hospitals or in clinics.

Our voluntary hospitals and our city, county and statc general hos-
pitals, in the same way, must be free to participate in the system to what-
ever extent thcy wish. In any case they must continuc to retain their
administrative independence.

Voluntary organizations which provide health services that mcct rea-
sonable standards of quality should be entitled to furnish services undcr
thc insurance system and to be reimbursed for thcm. Voluntary co-
operative organizations concerned with paying doctors, hospitals or
others for health services, but not providing services directly, should bc
entitled to participate if thcy can contributc to the efficiency and econ-
omy of the system.

None of this is really ncw. Thc American people arc thc most in-
surance-minded people in the world. Th...y will not be frightened off
from health insurance because sonic people have misnamed it "socialized
medicine".

I repeatwhat I am recommending is not socialized medicine.
Socialized medicine means that all doctors work as employees of

government. The American people want no such systcm. No such
system is here proposed.

Under the plan I suggest, our people would continue to get medical
and hospital services just as they do nowon the basis of their own
voluntary decisions and choices. Our doctors and hospitals would con-
tinue to deal with disease with the same professional freedom as now.
There would, however, be this all-important difference: whether or not
patients gct thc services they need would not depend on how much they
can afford to pay at the timc.

I am in favor of the broadest possible coverage for this insurance
system. I believe that all persons who work for a living and their
dependents should be covered under such an insurance pin. This
would include wage and salary earners, thosc in business for them-
selves, professional persons, farmers, agricultural labor, domestic em-
ployees, government, employees and employees of non-profit institutions
and their families.
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In addition, needy persons and other groups should be covered

through appropriate premiums paid for them by public agencies. In-

creased Federal funds should also be made available by the Congress

under thc public assistance programs to reimburse the States for part of

such premiums, as well as for direct expenditures made by the States

in paying for medical services provided by doctors, hospitals and other

agencies to needy persons.
Premiums for present social insurance benefits arc calculated on the

first $3,000 of earnings in a year. It might be well to have all such
premiums, including those for health, calculated on a somewhat higher

amount such as $3,600.
A broad program of prepayment for medical care would need total

amounts approximately equal to 4% of such earnings. Thc people of

the United States have been spending, on the average, nearly this per-

centage of their incomes for sickness care. How much of the total fund

should come from the insurance premiums and how much fromgeneral

revenues is a matter for the Congress to decide.

The plan which I have suggested would be sufficient to pay most

doctors more than die best they have received in peacetime years. The

payments of the doctors bills would be guaranteed, and the doctors

would be sparcd the annoyance and uncertainty of collecting fees from

individual patients. Thc same assurance would apply to hospitals,

dentists and nurses for the services they render.
Federal aid in the construction of hospitals will be futile unless there

is current purchasing power so that people can use these hospitals.

Doctors cannot be drawn to sections which nccd them without some

assurance that they can make a living. Only a nation-wide spreading
of sickness costs can supply such scctions vith sure and sufficient pur-

chasing power to maintain enough physicians and hospitals.
Wc arc a rich nation and can afford many things. But ill-health

which can be prevented or cured is one thing we cannot afford.

FIFTH: PROTECTION AGAINST LOSS OF WAGES FROM SICKNESS AND DISABILITY

What I have discussed heretofore has been a program for improving

and spreading the health services and facilities of the Nation, and pro-
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viding an efficient and less burdensome system of paying for them.
But no mattcr what we do, sickness will of coursc comc to many.

Sickness brings with it loss of wages.
Therefore, as a fifth clement of a comprehensive health program, the

workers of thc Nation ar their families should be protected against
loss of earnings because of illness. A comprehensive health program
must include the payment of benefits to replace at least part of the
earnings that arc lost during thc period of sickness and longterm dis-
ability. This protection can bc readily and conveniently provided
through expansion of our present social insurance system, with appro-
priate adjustment of premiums.

Insurance against loss of wages from sickncss and disability deals
with cash benefits, rather than with services. It has to bc coordinated
with the other cash benefits under existing social insurance systems.
Such coordination should be effected when other social security meas-
ures are reexamined. I shall bring this subject again to the attention
of the Congress in a separate message on social sccurity.

I strongly urge that the Congress give careful consideration to this
program of health legislation now.

Many millions of our veterans, accustomed in thc armed forces to the
best of medical and hospital care, will no longer be eligible for such
care as a matter of right except for thcir service-connected disabilities.
Thcy deserve continued adequate and comprehensive health service.
And their dependents deserve it too.

By preventing illness, by assuring acccss to needed community and
personal health services, by promoting medical research, and by protect-
ing our people against thc loss caused by sickncss, wc shall strengthen
our national health, our national defense, and our cconomic produc-
tivity. We shall increase the professional and economic opportunities
of our physicians, dentists and nurscs. We shall incrcasc thc effective-
ness of our hospitals and public health agencies. We shall bring new
sccurity to our people.

We need to do this especially at this time because of thc rcturn to

civilian life of many doctors, dentists and nurses, particularly young
men and womcn.

Appreciation of modern achievements in medicine and public health
has created widespread dcmand that they be fully applied and univer-
sally available. By meeting that demand we shall strengthen the Nation
to meet futurc economic and social problems; and we shall make a most
important contribution toward freedom from want in our land.

HARRY S. TRUMAN

64-300 0 93 4
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394 Remarks With President Truman at thc Signing in

Independence of the Medicare Bill. July 30, 1965

PRESIDENT TRUMAN. Thank you very much.
I am glad you like thc President. I like him
too. He is one of the finest men I ever ran
across.

Mr.President,Mrs. Johnson, distinguished
guests:

You have done mc a great honor in corn-
ing here today, and you have made mc a
very, very happy man.

This is an important hour for the Nation,
for those of our citizens who have completed
their tour of duty and have moved to the
sidelines. nes.: arc thc days that we are
trying to celebrate for them. These people
arc our prideful responsibility and they are
entitled, among other benefits, to the best
medical protection available.

Not one of these, L., citizens, should ever
be abandoned to the indignity of charity.
Charity is indignity when you have to have
it. But we don't want these people to have-
anything to do with charity and we don't
want them to have any idea of hopeless
despair.

Mr. President, I am glad to have lived this
long and to witness today the signing of the
Medicare bill which puts this Nation right
wherc it needs to be, to be right. Your in-

tpired leadership and a responsive forward-
looking Congress have made it historically
possible for this day to comc about.

Thank all of you most highly for coming
here. It is an honor I haven't had for, well,
quite awhile, I'll say that to you, but here
it is:

Ladies and gentlemen, the President of thc
United States.

THE Parstnex-r. President and Mrs. Tru-
man, Secretary Celebrezze, Senator Mans-
field, Senator Symington, Senator Long,
Governor Hearnes, Senator Anderson and
Congressman King of the Anderson-King
team, Congressman Mills and Senator Long
of the Mills-Long team, our beloved Vice
President who worked in the vineyard many
years to see this day come to pass, and all of
my dear friends in the Congressboth Dem-
ocrats and Republicans:

The people of the United States love
affd . voted for Harry Truman, not because
he gave them hellbut because he gave
them hope.

I believe today that all America shares
my joy that he is present now when the
hapc that he offered becomes a reality for

Reproduced from Remarks with President Truman
at the signing in Independence of the Medicare bill.
recommending a Comprehensive Health Program.
In the Public papers of the Presidents of the
United States: Lyndon B. Johnson, G.P.O., 1966.
p. 811-815.
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millions of our fellow citizens.
I am so proud that this has come to pass

in thc Johnson administration. But it was
really Harry Truman of Missouri who
planted the seeds of compassion and duty
which have today flowered into care for the
sick, and serenity for the fearful.

Many men can make many proposals.
Many men can draft many laws. But fcw
have the piercing and humane eye which can
see beyond the words to the people that
they touch. Fcw can see past the speeches
and the political battles to the doctor over
there that is tending the infirm, and to the
hospital that is receiving those in anguish,
or feel in thcir hcart painful wrath at the
injustice which denies the miracle of heal-
ing to the old and to the poor. And fewer
still have the courage to stake reputation,
and position, and the effort of a lifetime
upon such a cause whcn there arc so few
that share it.

131:: it is just such mcn who illuminate the
life and the history of a nation. And so,
President Harry Truman, it is in tribute
not to you, but to the America that you
represent, that we have come here to pay
our love and our respects to you today. For
a country can be known by the quality of
the mcn it honors. By praising you, and
by carrying forward your dreams, we really
reaffirm the greatness of America.

It was a generation ago that Harry
Truman said, and I quote him: "Millions of
our citizens do not now have a full measure
of opportunity to achieve and to enjoy good
health. Millions do not now have protec-
tion or security against the economic effects
of sickness. And the time has now arrived
for action to help them attain that oppor-
tunity and to help them get that protection."

Well, today, Mr. President, and my fel-
low Americans, we are taking such action-
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20 years later. And we are doing that under
the great leadership of men like John
McCormack, our Speaker; Carl Albert, our
majority leader; our very able and beloved
majority leader of the Senate, Mike Mans-
field; and distinguished Members of the
Ways and Means and Finance Committees
of the Housc and Senateof both parties,
Democratic and Republican.

Because the need for this action is plain;
and it is so clear indeed that we marvel not
simply at the passage of this bill, but what
we marvel at is that it took so many years
to pass it. And I am so glad that Aime
Forand is here to see it finally passed and
signedone of the first authors.

There arc more than 18 million Ameri-
cans over the age of 65. Most of them have
low incomes. Most of them are threatened
by illness and medical expenses that they
cannot afford.

And through this new law, Mr. President,
every citizen will be able, in his productive
years when he is earning, to insurc himself
against the ravages of illness in his old age.

This insurance will help pay for care in
hospitals, in skilled nursing homes, or in
the home. And under a separate plan it
will help meet the fees of the doctors.

Now here is how the plan will affect you.
During your working years, the people of

Americayouwill contribute through the
social sccurity program a small amount each
payday for hospital insurance protection.
For example, the average worker in 1966
will cortribute about 151.50 per month. The
employer will contribute a similar amount.
And this will provide the funds to pay up to
go days of hospital care for each illness,
plus diagnostic care, and up to too home
health visits after you are 65. And begin-
ning in 1967, you will also be covered for
up to Too days of Care in a skilled nursing
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home after a period of hospital care.
And under a separate plan, when you arc

65that the Congress originated itself, in
its own good judgmentyou may be covered
for medical and surgical fees whether you arc
in or out of the hospital. You will pay $3
per month after you arc 65 and your Govern-
ment will contribute an equal amount.

The benefits under thc law arc as varied
and broad as the marvelous modern medi-
cine itself. If it has a fcw defectssuch as
thc method of payment of certain special-
iststhen I am confident thosc can be
quickly remedied and I hope they will be.

No longer will older Americans be dcnicd
the healing miracle of modern mcdicinc.
No longer will illness crush and destroy thc
savings that they have so carefully put away
over a lifetime so that they might enjoy
dignity in their later years. No longer will
young families scc thcir own incomes, and
their own hopes, eaten away simply because
they are carrying out their deep moral obli-
gations to their parents, and to their uncles,
and their aunts.

And no longer will this Nation refuse
the hand of justice to those who have given
a lifetime of service 2nd wisdom and labor to
thc progress of this progressive country.

And this bill, Mr. President, is even
broader than that. It will increase social
sccurity benefits for all of our older Ameri-
cans. le will improve a wide range of health
and medical services for Americans of all
ages.

In r935 when the man that both of us
loved so much, Franklin Delano Roosevelt,
signed the Social Security Act, he said it
was, and I quote him, "a cornerstone in a
structure which is being built but it is by
no means complete."

Well, perhaps no single act in the entire
administration of the beloved Franklin D.
Roosevelt really did more to win him the

illustrious place in history that he has as did
the laying of that cornerstone. And I am so
happy that his oldest son Jimmy could be
here to share with us the joy that is ours
today. And those who sharc this day will
also be remembered for making thc most
important addition to that structure, and
you are making it in this bill, the most im-
portant addition that has been made in three
decades.

I listory shapes men, but it is a necessary
faith of leadership that men can help shape
history. There are many who led us to this
historic day. Not out of courtesy or defer.
ence, but from the gratitude and remem-
brance which is our country's debt, if I may
be pardoned for taking a moment, I want
to call a part of thc honor roll: it is the able
kadership in both Houses of the Congress.

Congressman Ce Iler, Chairman of the
Judiciary Committee, introduced the hos-
pital insurance in 1952. Anne Forand from
Rhode Island, then Congressman, intro-
duced it in thc House. Senator Clinton An-
derson from New Mexico fought for
Medicare through the years in thc Senate.
Congressman Cecil King of California car-
ried on thc battle in the House. The legis-
lative genius of thc Chairman of the Ways
and Means Committee, Congressman Wil-
bur Mills. and the effective and able work of
Senator Russell Long, together transformed
this desire into victory.

And those devoted public servants, former
Secretary, Senator Ribicoff; present Secre-
tary, Tony Cekbrezze; Under Secretary Wil-
bur Cohen; the Democratic whip of the
House, Hale Boggs on the Ways and Means
Committee; and really the White House's
best legislator, Larry O'Brien, gave not just
endless days and months and, yes, years of
patiencebut they gave their heartsto
passing this bill.

Let us also remember those who sadly

813
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cannot share this time for triumph. For
it is their triumph too. It is the victory of
great Members of Congress that are not with
us, like John Dingell, Sr., and Robert Wag-
ner, late a Member of the Senate, and James
Murray of Montana.

And there is also John Fitzgerald Ken-
nedy, who fought in the Senate and took his
case to the people, and never yielded in pur-
suit, but was not spared to see the final con-
course of the forces that he had helped to
loose.

But it all started really with the man from
Independence. And so, as it is fitting that
we should, we have come back here to his
home to complete what he began.

President Harry Truman, as any Presi-
dent must, made many decisions of great
moment; although he always made them
frankly and with a courage and a clarity
that few men have ever shared. The
immense and the intricate questions of
freedom and survival were caught up many
times in the web of Harry Truman's judg-
ment. And this is in the tradition of
leadersh ip.

But there is another tradition that we
share today. It calls upon us never to be
indifferent toward despair. It commands
us never to turn away from helplessness.
It directs us never to ignore or to spurn
those who suffer untended in a lan3 that
is bursting with abundance.

I said to Senator Smashers, the whip of
the Democrats in the Senate, who worked
with us in the Finance Committee on this
legislationI said, the highest traditions of
the medical profession 2re really directed to
the ends that we are trying to serve. And
it was only yesterday, at the request of some
of my friends, I met with the leaders of the
American Medical Association to seek their
assistance in advancing the cause of one of
the greatest professions of allthe medical

814

professionin helping us to maintain and
to improve the health of all Americans.

And this is not just our traditionor the
tradition of the Democratic Partyor even
the tradition of the Nation. It is as old 2S
the day it W2S first commanded: "Thou shalt
open thine hand wide unto thy brother,
to thy poor, to thy needy, in thy land."

And just think, Mr. President, because
of this documentand the long years of
struggle which so many have put into
creating itin this town, and a thousand
other towns like it, there are men and
women in pain who will now find ease.
There are those, alone in suffering, who will
now hear the sound of some approaching
footsteps coming to help. There are those
fearing the terrible darkness of despairing
povertydespite their long years of labor
and expectationwho will now look up to
see the light of hope and realization.

There just can be no satisfaction, nor any
act of leadership, that gives greater satis-
faction than this.

And perhaps you alone, President Tru-
man, perhaps you alone can fully know just
how grateful I am for this day.

}tors: The President spoke at a:55 p.m. in the
auditorium of the Harry S. Truman Library in
Independence, Mo. in his opening words he re-
ferred to former President and Mrs. Harry S.
Truman, Secretary of Health. Education, and Wel-
fare Anthony J. Celebrezze, Senator Mike Mansfield
of Montana, majority leader of the Senate, Senator
Stuart Symington and Senator Edward V. Long of
Missouri, Governor Warren E. Hearnes of Missouri,
Senator Clinton P. Anderson of New Mexico, Repre-
sentative Cecil R. King of California, Representative
Wilbur D. Mills of Arkansas, Senator Russell B.
Long of Louisiana, and Vice President Hubert H.
Humphrey.

Ddring his remarks the President referred to,
among others, Representative John W. McCormack
of Massachusetts, Speaker of the House of Repro.
sentatives. Representative Carl Albert of Oklahoma,
majority leader ot .13e House of Representatives,
Aime Forand, Representative from Rhode Island
1937-1939 and 194r-1961, Representative Emanuel
Celler of New York, Senator Abraham Ribicoff of
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Ccenecticut, former Secretary of Health, Education,
and Welfare, Under Secretary of Health, Education,
and Welfare Wilbur I. Cohen, Representative Hale
Boggs of Louisiana, Lawrence F. O'Brien, Special
Asaktant so the President, John D. Dingell. Repre-
sentative from Mkhigan 1933-1955, Robert F.
Wagner. Senator from New York 1927-1919, JaITIC1
E. Murray, Senator from Montana 031-1961, and
Senator George A. Smathers of Florida.

As enacted, the Medicare bill 6675) is
Public Law 69-5.7 (79 Stat. 2(4).

On July 25. 065. the White Howe released
a report to the Presisknt from Secretary Celebreue
in response to the President's request for organiza-
tional changes in the Social Security Administra-
tion in preparation far administering the Medicare
program.

1'12

The report stated that the reorganization would
accomplish she following major purposes;

"It establishes new units in the Administration
with special responsibility for hospital and supple-
mentary medical insurance programs;

"It changes some existing units, giving them askli-
tional responsibilities under new programs;

"It centers data processing and transmission acthri-
ties in a central headquarter% in the Administration;

"It strengthens upper-level management in the
Administration, makes the field service of the
Administration mnre responsive tn directions front
headquarters, and improves coordination between
Administration units."

The text of Secretary Celebrezre's report is rimed
in the Weekly Compilation of Presidential Docu-
ments (vol. 1. p. 6),
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1 guess if I wanted to give you a Surgeon General's title for my remarks today it could be the 'American Health
Care System Could Be Dangerous to Your Health.'

My views arc based on more than a half-a-century of medicine. The most important of those years, the last two
and one half years, I have been crisscrossing this Country looking at where we have been and where we are going

and perhaps where we should go. I must say that these problems are not new, and they have been around ever
since I came into government in 1981 and before that_ I think it is clear that politicians dawdled until the crisis
deepened, and I think it is actually thc American people who have shamed them into action.

There are three basic incompatible demands I think Americans have for their health care system:

1. We demand easy access to health care.
2. We want the highest high-tech medicine.
3. We want it at a limited cost.

You cannot have all three of those together. You can have any two at one time, but I don't think you can have
all three.

To begin with, I think our big problem is that wc have very high expectations as a society from health and from
medicine. We put a great deal of faith in new procedures and surgery, new pharmaceuticals, and new
technologies of all kinds. We still have a lot of faith in what !call the 'magic of medicine'. We routinely expect
miracles to happen, even when in the real world, the medical profession is not able to deliver. It has also become
equally clear in recent years that those high expectations are fast outrunning our ability to pay for them. Our
health care system, may function with compassion, with competence, at times with excellence, but not for
enough Americans. For too many of your fellow citizens, the health-care system in this country operates as a
tyranny. For them it is more a curse than it is a blessing.

I think there is something terribly wrong with a health-care system or perhaps you should call it a non-system
that spends more and more money to provide less and less service for fewer and fewer people each year. But

that is a very apt, true description of what has happened to health care, especially in the last decade and a half.

Like many of our national problems. this crisis is a very complicated one, and it will require a variety of solutions.
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They will have to be in part Federal, regional, and local. They will have to bc public as well as private, and they
will also have to be personal. It is my absolute conviction that there is no panacea for the situation we find ourselves
in there is no single magic bullet, no easy answers, only a series of very hard choices. We have to reform very
wisely or we could find one of two things happening: either monolithic government medicine or private medicine
run amok . Now each of those is exorbitantly expensive, and neither one of them is sensitive to patients needs.

If everyone that was interested in health-care reform was &person of goodwill (which he is not),and if all the people
with a plan could decide on one plan (which they cannot), and everything went as smcothly as it possibly could
(which you know it will not), it will take us a year to get from where we are to where we ought to be inhealth-
care reform. I think that is something the Congress doesn't seem to understand; I don't think either presidential
candidate understands. One of the things that fiightens the life out of me is to read that Governor Clinton plans
in the first 100 days to push a package in the Congress that will solve all of our health-care problems. My fear
is that, with 741 health-care lobbies, a package will become so encrusted with barnacles that by the time it goes
through Congress, you might get either one of these things I mentioned. It would not surprise me to see something
happen such as happened to catastrophic insurance in the Reagan term: a decent bill came forward, but by the time
it was massaged, it was so encumbered that it was not possible to fund it three years down the road.

Usually debates about thc health-care crisis center very much around economics, but I would like to ask you to
consider whether or not they are not ethical as well. I think it would be much easier to enact rather sweeping
reforms if the American people could agree on basic values and ethics upon which the health-care system and,
indeed, our whole society is based. If we could reach an ethical consensus, a lot of economic and political barriers
to success could be easily solved.

You know that there are many factors that drive up the cost of health care. I think the most important of them is
the demand by every hospital in the lan.1 to have absolute state-of-the-art technokigy. Society demands that they
have this. And hospitals copy each other so that they can turn a profit. Physicians fees have soared in the past
to astronomical levels. Wages for other health-care workers are escalating; buildings need replacement much
equipment is now obsolete; prices are raised for privately insured patients in order to cover the cost for those who
have no insurance; and we have a unique situation where new technology does not supplant old technology, it
merely compliments it. If any of you have anything to do with imaging, you know that 10 years ago CAT scans
were all the rage. Then we got MR1s, and you would think MRIs would just put CAT scans right off the map.
That is not true. Now patients get both a CAT scan and a MRI S600 plus $1,200 and the cost of medical care
continues to soar.

Competition. I hope you all know that competition in health care increases costs. If you have a new mechanic
who is peat with automobile valves move into your town, the cost of a valve job on your car will eventually come
down, and probably quality will go up. But if a new cardiovascular surgeon comes to your town, the cost of a valve
job on your heart will go up without any guarantee that the quality will follow. It is not like buying and selling
television sets because medicine's competition is based on service and not on price.

To get back to why our prices are out-of-control -- pharmaceuticals are extremely high priced as is everything
in medicine. Most of the things you get in a hospital today are disposable. In our society, we equate throw-away
vith low cost, and that is absolutely not the case.

Vv e have a very unique problem in America: the expense of defensive medicine. We have to cover the very litigious
society we have today that tends to sue when any encounter with the medical profession is not perfection itself.
Those things are enough to smother any system.

Coverage But we have two problems that are not unique to us, the whole world faces them:

4
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I. The emerging aging population with health-care costs per capita that are eight times more than
they are for people under the age of 65.

2. AIDS. No one knows the limits of the AIDS epidemic. We have already seen the cost go from
hundreds of thousands to hundreds of millions, and now we are up in the billions. And there is no end in sight.

The disruption caused by the present system is unconscionable. Millions of Americans live in a special kind of
fear that they are only an illness or an accident away from financial disaster. I arn sure that you know each year
thousands upon thousands of Americans are literally impoverished by our health-care system.

11'1 were to summarize what I have been trying to say, it is this: we have a health-care system with almost
no self-regulation on the part of those who provide that care, namely hospitals and physicians. The system
is devoid of the natural market place controls that competition should bring, whether we are talking about
price, or quality, or service. Efforts so far have been to contain costs, and I think that focusing attention
on containing costs is like squeezing a balloon on the bottom but it bulges up somewhere else. Around
the country some cost containment policies have actually made health care even worse.

Insurance. No doubt about the fact that our insurance system is a scandalous thing. It operates like a shell game
in many parts of the country. Wc end up by having 35 to 37 million of our fellow Americans either uninsured
or uninsurable or only seasonally insured. A, certain times of the year, they have no coverage at all. The two
other things that are very important for the insurance system to recognize arc "job-lock", where you can't leave
because if you do you lose your insurance, and the other is that many people cannot get insurance because they
have"pre-existing conditions." For this group of about two and one-half million Americans, the plight of being
uninsurable is really extraordinarily unreasonable. We have to bring insurance companies if needed by
Congressional mandate into a position where instead of making their money on the basis of how well they
can cherry pick (pick out communities and individuals with high risk), they have to be forced to have pools
sufficiently large so that health care becomes available and affordable to every single American.

Wc have to replace the regressive employer tax exceptions for insurance with tax credits or vouchers that link
individual insurance coverage with one's ability to pay. That is certainly something that could replace Medicare.
One of the things I think bothers most Americans I talk to is that 26 cents out of every insurance dollar is spent
on administration. There arc 1160 insurance forms that physicians use. They can be replaced by Congress
tomorrow by mandate, with one form, or perhaps you want to be very generous and have three, that cover most
situations very well. But the long term goal could be to get rid of paper entirely and report insurance claims
and medical records electronically so that if you are in Des Moines, Iowa, or Portland, Maine, your medical
record is availabl: to the physician at the push of a button.

The way doctors offices' function these days is one of the most daunting things about medical practice. I have
been spending a lot of time in New Hampshire lately, and in New Hampshire, it is not easy to make money as
a generalist. The population is rural, widely separated, and some parts of it not economically well-off.
Physicians are quitting. The reason they are quitting has nothing to do with patients; it has to do with the
overburdening paper work they have to do. There is no doubt about the fact that a dcctor's office spends more
time on the paper work for a given patient than that physician does looking after the patient.

Poverty. Now you cannot talk about illness and health unless you recognize that we treat diseases of the body
but there are some diseases which stem from society. In this rich country, the number one disease is the shameful
prevalence of poverty. It lies at the root of most of our public health problems. I give you an example: When
I was Surgeon General, and I was hitting my head against thc wall about many things, whether it was drug abuse.
KIDS, alcohol abuse, malnutrition, smoking or lack of immunization, it was fundamentally poverty that made
these problems what they are. And the discouraging statistics that we have in public health, such as high infant
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mortality, really come from the impoverished millions of our citiz who exist on the very fringes of a
otherwise affluent society.

Health. We must not mistake health care for health because they are not identical. It may come as a surprise
to you that I think that although that is true and many Americans have too little health care, the real problem
in America is that too many people have too much health care. Health care is our costliest national
enterprise, this year estimated to be in excess of $800 billion. The reason this is the case is that we do not
know what works and what does not work in the theory and the practice of medicine. And further,
doctors make their decisions on the value systems that they enjoy or that the profession has dictated
rather than on the value systems of the public.

Let me tell you what I mean. If somebody is 60 years old and gets up at night, throe times to use the bathroom,
sits on the aisle in the movies or an airplane because he has to go the John frequently, he probably has benign
prostatic hyperplasia and eventually will end up in the hands of a urologist. It is now uncommon today for such
a urologist to put his arm around this guy and say, "Harry. I will bring you to the hospital Thursday afternoon.
We will cystoscope you. I'll take a little of your prostate, open your urethra, and you will be as good as new."
Hemight even tell Harry what some of the risks are. That is not truly informed consent. That is getting the
patient to sign onto what you have already decided to do with the patient.

I think what you ought to do is to say, "Harry, you have a benign disease that is never going to kill you. There
are five ways you can treat it. Let me outline them for you and tell you what the risks and the benefits are. You
decide with me what you want to do. One, we can open your belly, open your bladder, take out your prostrate,
and throw it away. Two, we can do a cystoscope procedure and take out a little prostrate. Three, we have
balloons we can put in the urethra and just blow them up, dilate the urethra, push back the prostrate, and that
will last for 6 to 8 years. Four, there arc two new drugs that shrink the prostrate. Fifth choice is do nothing and
continue getting up at night. Let me tell you what the risks arc. You might be incontinent; you might be
impotent; you might have a hemorrhage; you might die." When you put all that on the table, it is fascinating
that patients chose low-tech, low-cost health care.

In four communities, where my Dartmouth colleagues have gotten all the urologists to do this not by asking
them to do it the same way but by putting an interactive videodisk beforethe patiem. Everybody gets exactly
the same advice and exactly the same ability to ask the same questions. The costs of prostatic care dropped
in those four cities 40 to 45 percent. That is what I mcan about knowing what works and what does not work.
That is "outcomes research."

Outcomes research. My idea is that we make insurance companies give us one-quarter of one cent on every
dollar they take in to fund outcomes research in this country. If we did that, in ten ycars, we would know what
worked and what did not. Then when someone in this room had ea have a breast procedure done, she would
know the batting averages of every hospital in the communIty and the batting averages of every doctor.
Outcomes research is the buzz word for the rest of thi -!:,:a.de. If you can make it mandatory, we would have
a health cart system where we would practice medicine on the basis on what works and what does not work.

Outcomes research also tells you about tremendous variations. To give you an example, in Boston today the
number of hospital beds utilized and the cost per capita is almost twice what it is in New Haven, Connecticut,
which is just a little way down thc Atlantic coast. Now there is no evidence that the people in Boston are twice
as sick or need twice as many hospital beds or arc twice as well afterward or are twice as happy about what
happened to them. lhe bottom line is: if you couldshift thc New Haven system to Boston, the annual savings
in excess of hospital beds alone would be $3130 million. Now just how many cities around the country
could save $300 million and what $300 million and $303million and $300 million would add up tO. while
I am on that subject, let me tell you what the buzzword for that is "reallocation of resources."

1 2
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Everyone hears about the Oregon health plan. Oregon is rationing health care. I have defended Oregon in saying,
there is nothing new about that, we are all rationing health care. But Oregon actually decided to ration health
cam only to the poor. Oregon has the second highest Medicaid administrative costs in the country. My
Darunouth colleagues, with Oregon's permission, went in and studied the situation. They found that if they
cut down their empty hospital beds, put their extra CAT scan or extra NIVEL. L..a disuse, and reallocated
tbeir resources, they could have given every poor person in the state of Oregon a full package of health
care. If you are thinking about rationing as the answer to our problems, be sure that you don't do that until you
look at how you can reallocate your resources.

Change. In the reform of the Federal health-care system several things have to happen at the same time. It is
like a football game: when the ball is snapped if everybody does not react at the same time, the play is a flop.
Today we se e in a situation that sounds like the last minutes of the last quarter of a losing game. Everybody in
the huddle I. shouting what the play should be, and there is only on person who could call that play, the coach.
We don't have a coach. Wc need a coach, and I think the coach has to be the President.

I want to tell you very honestly that I outlined a plan for Mr. Bush after he was nominated and before he was
elected on the 14 August 1988, which, had he undertaken, would have resulted in no health-care crisis at all at
the present time. It still is not too late to do it, and I'll tell you what I told him. (I wrote it up later in NewsWeek)
1 have tried to get it across to Mr. Clinton. It is simply this and I know as soon as you hear me saying a few
words, you will say, oh, no, not that again we need the bluest of blue ribbon commissions to solve this problem.
It should have on it, doctors, lawyers, administrators, statesmen, but the most important thing is Republican and
Democratic Congresspersons and Senators, who, by accepting the position on the commission would agree to
attend all the meetings themselves and not send their staff as substitutes.

Now what that does is enable those people to become knowledgeable. They would expound a cause, and they
are the only people who can take a plan from a commission back to the floors of Congress where they can lead
the debate and where something will come about. That is how this country got social security. I know this
President hates commissions. I know many people hate commissions, but this one would work.

The great advantage of doing it now, is that it buys time, and it prevents the scramble that I think is going to
take place no matter who is president. It avoids the business of all those barnacles on a bill that might of itself
be good, but would be so encumbered that it becomes impossible legislation. The other thing to do is, instead
of sitting down at the table the fast day and deciding on the agenda for the next year, as commissions tend to
do, you could give them their homework already done for them. Present them with 14, or 15, or 17, or 9 white
papers which are the only possible answers to the dilemmas we face. Two weekends of heavy reading could
put them in the position to start to act.

I have been interest in health care reform for 25 years. I have been especially interested in health care reform
ever since I entered government as your Surgeon General.

I have gottcn very discouraged about doing anything about it because no matter what administration is in powcr
it seems to be paralyzed, our Congress seems to be paralyzed, and nothing seems to happen. It is a very daunting
task when you think about what has to happen: you have to revise Medicare and Medicaid; you have to do
somcthing about the unwarranted freedom of the insurance industry; you have to do something about malpractice
reform because this legalistic society makes it impossible for medicine to function the way i: should; and then
you have all the problems of fraud, waste and abuse. And let me say parenthetically, any health-care reform that
does not address fraud, waste and abuse is not going to go over big with the American people because they set
it as a very corrupt system, not just doctors, but hospitals, and politicians who have made it that way.

I arn delighted that the health-care crisis has worked its way to the top of the national agenda. It is about time.
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Foreword

Federal policies to advance the Nation's health have often included provisions to mitigate
the special problems in delivering health care in rural areas. Recently, however, these policies
have received renewed scrutiny in the face of reported increasu in rural host::: -1 closures,
ongoing problems in recruiting and retaining health personnel, and difficulty in providing
medical technologies commonly available in urban areas. Mounting concerns related to rural
residents' access to health care prompted the Senate Rural Health Caucus to request that OTA
conduct an assessment of these and related issues. This report, Health Care in Rural Anserica,
is the final product of that assessment. (Two other OTA papers, Rural Emergency Medical
Services and Defining "Rural" Areas: Impact on Health Care Policy and Research, have
previously been published in connection with this assessment.)

An advisory panel, chaired by Dr. James Bernstein of the North Carolina Office of Rural
Health and Resource Development, provided guidance and assistance during the assessment.
Also, three public meetings were held (in Scottsdale, Arizona; Bismarck, North Dakota; and
Meridian, Mississippi) to provide OTA with the opportunity to discuss specific rural health
topics with local and regional health practitioners, administrators, and officials. Site visits to
local facilities were conducted in association with these activities. A number of individuals
from both government and the private sector provided information and reviewed drafts of the
report.

OTA gratefully acknowledges the contribution of each of these individuals. As with all
OTA reports, the content of the assessment is the sole responsibility of OTA and does not
necessarily constitute the consensus or endorsement of the advisory panel or the Technology
Assessment Board. Key staff responsible for the assessment were Elaine Power, Lawrence
Mtike, Maria Hewitt, Tim Henderson, Leah Wolfe, Marc Zimmerman, and Rita Hughes.

JOHN FL GIBBONS
Director
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Summary and Options

INTRODUCTION AND SCOPE
This report is about access of people in rural

America to basic health care services.

The 1980$ witnessed rural economic decline and
instability, major changes in Federal health pro-
grams, and increasing concern about the long-term
viability of [Ix rural health care system. This
concern prompted the Senate Rural Health Caucus
and the Ranking Minority Member of the Senate
Committee on Labor and Human Resources to
request that OTA a w.ss thc availability of health
services in rural communities, the problems rural
providers face, and the remedial strategies that might
be influenced by Federal policy.'

This report focuses on trends in the availability of
primary and acute health care in rural ireas and
factors affecting those trends.2 The rest of this
summary presents OTA's fmdings and conclusions
on rural health care availability and options for
congressional consideration. Many of these options
bear some similarity to proposals by others to
improve rural health care services, although the
details may differ considerably. The report itself
examines in detail the issues faced by rural facilities
providing health services and by physicians and
other rural health persoaneL To provide examples of
how these issues rnay play out, it also discusses in
more depth two specific grams of services: maternal
and infant health services and mental health serv-
ices.

Although the affordabiliti of health care is an
important factor in access to :are by rural residents,
the fundamental issue of unit sured populations and
uncompensated care is beyoad the scope of this
report, since it encompasses the urban as well as the
rural health care system and has broad ramifications.
Moreover, even if it were possible to enable all
patients to adequately compensate providers, policy-
makers would still find it necessary to consider

measures to overcome the special access problems
of underserved areas and populations. Thus, the
report does not discuss in depth either health
insurance coverage or health care financing. Instead,
it considers these factors in terms of their influence
on the availability and financial viability of providers.

Two other important issues are also beyond the
scope of this report. First, the importance of rural
health care providers as sources of employment and
iocome is not addressed here, although it is a vital
issue in many rural communities. Second. this report
does not examine the quality of rural health care in
any detail, although it is clear that the quality
implications of rural health interventions deserve
scrutiny. But such an examination would have to
proceed with care. By necessity, an evaluation of the
quality of a service provided in rural areas must be
measured against the implications of having no
locally available service at all.

PROBLEMS AND
CONSIDERATIONS IN RURAL

HEALTH CARE

The Health and Health Care Access
of Rural Residents

During this century, the rural population has
become an increasingly smaller proportion of the
total U.S. population (figure 1). As of 1988, about 23
percent of the U.S. population lived in nonmetro-
politan (nonmetro) counties (24). About 27 percent
of the U.S. population lives in "rural" areas as
defined by the Census Bureau (places of 2,500 or
fewer resideats) (25), and slightly more than 15
percent of the populanon is rural by both defini-
tioos.3 Throughout this report, "rural" refers to
nonmetro areas unless otherwise stated.

Rural residents are characterized by relatively
low mortality but relatively high rates of chronic
disease. After accounting for expected differences

lTwoodierreports peepred is connection web the assessmenthave &beady been peNiabed: Defining "Rarer Arms: Amer ow Hush h Care P pricy
arid Resurch Mimed fel, l9119), aid lberei Emergency Medical Services (Moroi November 1989).

28he report does sot esamise ham reisiimoo ele IMise Health Siena (HS) or health-cm access for Native Auserietre Mo receive their care
km the MS. Previowly published OTA reports esessedsed Mee Mem ie desst3 (18.18).

,See the Mated OTA sedf paper for Moiled disesteem of dm Maple:Wow of diffamt &Ned= of -mar sad the applications of these
defuedoes (8).
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Figura 1U,S. Rural and Rurs1 Farm Population,
Salactad Years, 19204S
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due to age, race, and sex distributions between urban
and rural areas, mortality rates in rural areas are 4
percent lower than in urban areas (21). Two notable
exceptions exist: in rural areas, infant mortality is
slightly higher (10.8 v. 10.4 per 1,000 infants), and
injury-related mortality is dramatically higher (0.6 v.
0.4 per 1,000 residents). Chronic illness and disabil-
ity, on the other hand, affect a greater proportion of
the rural than the urban population (14 V. 12 percent)
(29).4 There is little overall difference between
urban and rural residents in rates of acute illness.

Rural populations are unique in the extent of
physical barriers they may encounter when obtain-
ing health care. Even in relatively well-populated
rural areas, the lack of a public transportation system
and the existence of few local providers to choose
Trom can make it difficult for many rural residents to
reach facilities where they can receive care. And
persons living in low-density 'frontier" counties
counties of six or fewer persons per square mile
can have geographic access pr.,blems of immense
proportions. In these counties, predominantly lo-
cated in the West, there is insufficient population
density in many areas to adequately support local
health services.

I .41msliptilte"sokf -1406

aedif: Thrtor Ronan

Farning oarrentriltes were espedagy hen:Mt by
*commie stowdowns during the early 19130e

Economic barriers prevent many rural residents
from receiving adequ= health care and often
outweigh strictly physical barriers. Rural residents
have lower average incomes and higher poverty
rates than do urban residents, and one out of every
six rural families lived in poverty in 1987 (23).
While some rural areas have prospered (e.g., areas
that have become retirement havens), areas whose
economies are based on farming and mining suffered
real decreases in per capita income during the first
half of the 1980s (5). Still other rural areas have been
pockets of poverty for decades. These areas of
persistent poverty are heavily concentrated in the
South, where 25 million of the Nation's 57 million
rural residents live, and where 4 out of every 10 rural
residents are poor, elderly, or both (26).

Rural residents are much more likely than urban
residents to have no health insurance coverage (18.2

*Thew Spree arc me-adjusted and therefore cannot be explsined by a greater proportion of elderly residans in rural areas
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v 14 5 in 1986)(29).1' Among persons with incomes
below the Federal poverty level, niral residents are
less likely than urban residents to be covered by
Medicaid (35.5 v. 44.4 percent in 1987)(15).

Health care utilization trends in rural areas have
paralleled those in urban areas. Over time, people in
both areas have increased the number of physician
visits per person, although rural physician utilization
remains below that for urban residents. Hospital
inpatient utilization by both urban and rural resi-

dents has declined (figure 2). Rural residents,
however, still report more admissions and shorter
hospital stays than do urban residents (29).6

The Availability of Rural Health Care

Rural health care availability in 1990 is better in
many ways than that of 20 years ago. After years of
hospital construction, the ratio of community hospi-
tal beds to population is now about the same in rural
as in urban areas (4.0 and 4.1 per 1,000 residents,
respectively, in 1986). Federally funded community

nachides only pawn isoda age 65.

taormabon ontverege length otbospihd any (ALOS) is availabk both from hospital Inwts («Skil include patients discharged dead) 8041 from
patient ton:mews. until nay recondy. both ALOS in rural !mynas and ALOS repotted by real resident were Iowa than for their urban counterparts.
Strce 1987. nod hospital' have samilty mated slightly higher ALOS than urban boepitall, although nirsl InoideSIIsilayonIowwALOS as interview
data
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Noted rural hospitals that have dosed in recoat years have
teen small. Menszcial General Hospital. a 256-bed fadlity

ki Eadm. West Virginia. dosed in the nid-1980s.

and migrant health centers (C/MHCs) provide subsi-
dized care to poor residents through nearly 800
service sites in rural communities. Physician supply
has been increasing for many years in both rural and
urban areas; one out of every 440 people in the
United States is now a physician?

Nonetheless, the future prospect for rural health
care in the absence of intervention is grim. Rural
America cannot support its present complement of
hospitals, and the hospitals are going broke. By
1987, rural hospitals as a group had higher expenses
than patient care revenues, and small rural hospitals
had higher expenses than revenues from all sources.
Hospitals faced with continuing fmancial difficul-
ties and no alternative fonns of survival will
continue to close, including some facilities that are
the only reasonable source of care in their ccinuman-
ties. Rather than drawing local patients back to local
care, many small community facilities will continue
to lose wealthier patients to more distant urban
hospitals and clinics. Local facilities will be left to
contend with low occupancy rates and a high
proportion of patients who cannot pay the full costs
of their care. A lack of incentives and models for
developing appropriate networks of care may result
in an increasingly fragmented health service deliv-
ery system.

Rural areas are finding it increasingly difficult to
recruit and retain the variety of qualified health

personnel they need. In some isolated and "unattrac-
tive" areas, 7.1i absolute lack oi providers may
become a chronic situation. The number of areas
designated by the Federal Government as primary
care Health Manpower Shortage Areas (HMSAs)
has not changed significantly since 1979. And in
1988, 111 counties in the United States, with a total
population of 325,100, had no physicians at all (31).
Half a million rural residents live in counties with no
physician trained to provide obstetric care; 49
million live in counties with no psychiatrist. States
overwhelmingly rate health personnel shortages as a
top problem area and a top focus of State rural health
activities (22).

No single strategy is appropriate to all rural
areas or all health care providers. Rural North
Dakota is not the same as rural Mississippi. Rural
health problems and issues vary dramatically by
region, State, and locality. The success of strategies
to address these problems will also vary, and some
strategies that axe vital to a few communities may
offer little to others. Furthermore, even in a single
State or locality, multiple approaches are more likely
than single strategies to obtain results.

The Federal Government cannot fix all rural
health problems. It cannot force community consen-
sus, or create new structures directly adapted to local
needs, or overcome all State-level barriers to change.
But it can create an environment that facilitates these
activities, it can furnish the information States and
communities need to know before undertaking them,
and it can be the catalyst for great improvements in
the rural health care system.

The Federal Role in Rural Health

The States are heavily dependent on the Federal
Government for assistance in maintaining and en-
hancing rural health care resources; nearly one-half
(44 percent) of their resources for rural health
activities (e.g., personnel recruitment) come from
Federal sources (22). Federal health insurance pro-
grams such as Medicare are a large additional
Federal investment in rural health Care.

"Me timber is calculated from table 2. which include, only MDs. The amber amid be even maw if &non of osteopathy were incleded.

1 c*.
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The bulk of the Federal role in natal health is
carried Out through four diffract* types of ;No-
&anus Fast are health care financing programs
most notably, Medicare and Medicaidwhich pay
directly for health care services. Both programa
differentiate in a number of ways between rural and
urban providers and payment to those providers.
Both programs also include special exemptions to
general payment rules for certain rural facilities and
aervices (e.g., Physician services provided in certain
HMSAs).

Second is the health block grant, under which the
Federal Government allocates funds to States to
spend on any of a variety of propams in a general
topic area. Three major block grants influence rural
health services: the Maternal and Child Health block
grant; the Preventive Health and Health Services
block grant; and the Alcohol, Drug Abuse, and
Mental Health block grant.

Third are Federal programs for which enhancing
rural health resources is an explicit goal. Box A
presents some major programs in this category.

A fourth critical Federal activity is that of
coordinating, undataking, and funding rmearch on
rural health topics. Major Federal agencies involved
in this activity are the Office of Rural Health Policy
(ORHP) mid the Agency for Health Cue Policy and
Rescsrcb.

A major challenge in designing Federal rural
health policies is to identify those areas where
residents' access to basic health care is ..FR- ;muly
endangered to justify special protective measures.
Endangered areasthose with chronic shortages of
health personnel, for examplerequire special at-
tention and ongoing subsidies of providers in order
to ensure a basic level of adequate health care to area
residents. Although the present HMSA and Medi-
cally Undersaved Area (MUA) designations have
shortcomings, the basic concept of designating
areas of personnel shortage and areas of poor
health is sound. &Sending this cancels: to encom-
pass rural hospitals and other facilities would
enable more appropriate targeting of Federal health
fluids to needy rural areas.

Many rural areas see prospering and have suffi-
cient health resources, although these resources may

Dor AFederalPrograms To Enhance Rural
Health Resources

Fedaal rural health mama programs include.:
the National Health Service Corps, stich (in
addition to having sane commissioned mem-
bers) provides placement services, scholar-
ships, and educational loon repayment for
physicians and certain other health profusion-
als willing to serve in certain designated
HMSAc
programs that provide grant: to school: thr-
owing and training primary care providers
(e.g., family practitioners, physician assis-
tants, and nurses);
the Federal Area Health Education Centers
program, which links medical centers with
rural practice sites to provide educuional
services and mral clinical experienas to
students, faculty, sal practitioners in a variety
of health profeuions;
rhe Community and Migrant Health Centers
grant programs, which are the Federal Gov-
ernment's most prominent activities to pro-
mote primary health care facilities in nwal
WM;
Primary Care Cooperative Agreements,
through which the Federal Government assists
States that me assessing needs for primary
health case and developing plans and informa-
tion to address those ncedu and
the Rural Health Care Transition Grant pro-
gram, established in 1988, which provides
grants to small mral hospitals for strategic
planning and service enhancement

not always be available or provided in an efficient
marr.c.... Others have temporary health care prob-
lems, ar I in still other areas health providers face
financia crises because they are losing their most
lucrative patients to urban hospitals and physicians.
In rural areas without critical and chronic problems
of endangered access, Federal policies are more
appropriately oriented towards measures to en-
hance the capabilities of providers, encourage their
adaptation to changes in the health care environ-
ment, and mitre consistent and fair parsent
policies. Appropriate measures may include techni-
cal assistance, occasional and temporary financial

now odraeolatl pogroms also say play soiralflesst role in prosothig ral radars (14, the ',Mom. 'dame. rd aadres fool
4101botka plow= eft Deperer. Arloism), Yr Owe programs on met dmalled bre.
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EictOdied Coadrey Hospital, Mannesota's smallest hospital. indudes an operating room, outpatient crank, and
24-hour emergency room.

assistance, targeted fmancial incentives, and indirect

suPForts.

A secondary problem for Federal nual health
policies has been how to identify areas that require
special protection, while accommodating the tre-
mendous diversity in rural health issues and prob-
lems in different areas of the country. Effective
targeting of Federal resources to rural areas
requires the involvement of the States. State involve-
ment includes not only enlisting the assistance of
State and local agencies in identifying critical areas
but enabling States and localities to adopt and adapt
programs tailored to their own needs. Nearly one-
half of States-21 of 44 States responding to an
OTA surveyalready rely on their own designation
criteria instead of (or in addition to) Federal criteria
for identifying underserved areas.

The enormous diversity across States in rural
health problems suggests that it is also appropriate
to maintain a strong State role in designing and
implementing solutions. But State capabilities to
carry out this role successcully vary considerably.
Federal coordination, technical assistance, and in-
formation are crucial to States and communities
trying to address their rural health needs.

RURAL HEALTH SERVICES:
ISSUES AND OPTIONS

Issues

The 1980s brought major changes to the Nation's
rural community hospitals, as medical practices,
technologies, and payment systems all acted to
replace inpatient procedures with outpatient care
and as remaining inpatient care became increasingly
sophisticated. Both rural and urban hospitals wit-
nessed substantial declines in inpatient utilir.rion
(table 1). Changes in rural hospitals, however, were
especially dramatic. Rural hospital occupancy rates9
in 1988 were only 56 percent, compared with over
68 pereent for urban community hospitals (2). With
lower inpatient admissions, rural hospitals have
become more dependent on outpatient and long-term
care revenue. By 1987, nearly one-half (46 percent)
of rural hospital surgery was performed on outpa-
tients. One-fourth of rural hospitals have long-term
care units, and in these hospitals long-term care beds
make up nearly one-half of the total beds (20).

These major declines in inpatient utili7ation,
compounded by increasing amounts of uncom-
pensated care, have undermined the fmancial health
of many rural hospitals. From 1984 to 1987, the
amount of uncompensated care delivered by mral

*These excretory roes ore based ea rad hospital beds, irelodies keeearis ere bodo.
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Table 1-Clomeiedslics Illakopolltsn sod 11011MairapolltinCommnity Hospitals, 114411

Yee, fercest timings

1184-14Charectetistie 1984 1013 1001 1187 1168

ember ot beep/tele
Metro 3,013 3,058 3,040 3,012 2,914 -2.41/
lisesotte 2,018 2,674 2,138 2,301 2,540 -5.5

btotese arbor ot bodaMoopitel
Metre 156 252 248 244 248 -3.0
Nemette II

totaleamdor lode

85 43 43 -3.5

or
Metro 714,311 771.007 754.153 741,311 734,073
Nometre 232,741 221,871 223,412 216,121 212,624 -8.1

Total arledealanno

Metro 27.7 29.1 26.0 25.6 23.6 -7.7
Nanette 7.5 8.11 6.4 1.0 5.1 -21.0

Onreepoors tete (percept)
Metre 71.5 67.3 67.0 67.7 68.4 -4.3
Nennetre 01.7 51.0 55.1 53.3 55.7 -8.2

Senereon Loot& elbow/tel. etas (days)
Mate 7.4 7.1 7.1 7.1 7.2 -2.7
Ncemetto 6.9 6.1 7.1 7.3 7.4 7.2

Total tepetiant &weember et
Metre 205.0 181.8 114.5 183.3 113.6 -10.4
Nomostre 51.7 46.7 44.0 43.8 43.3 -16.1

Total onpebmi visite (sillier)
Metre 173.1 178.8 181.0 188.5 217.3 25.5
Neepotte 30.4

lbtatennaleowsletta

31.8 42.1 47.0 51.0 33.5

foillieee1
Metro 37.3 54.4 59.1 11.2 13.4 10.9
Nesseetro 15.7 16.1 16.7 17.1 17.7 11.8

0616661666 00061001011 swegeetirm
el total nor088110
Metre 21.1 34.5 39.1 43.4 45.2 44.4
Nowertio 21.3 34.7 42.1 45.11 41.8 19.3

Motets la this table de wet correspond exactly to Mae percental. charge 10 OVVry core doe to mending ot
eons table eattle. See tables 1 02. 5 forgone deteiled date.

S OUNGS: knowiems Lomita Association, flpseitel Statistics (Micas., IL: 1085-88 eds.).

hospitals iocremed by over 26 perces, so au *male
of mote than $300,000 pa hospital by 1917 (7).
Nooses& sources of revenues-le may cases, tax
nobodies-have become iscreesingly inmodant to
Pospitals' fwaacid vbthE&y. Ey 19t7, wady all
=al hospitals had thither costs dist cedes care
revamps; the swats bospiuth had costa higher
sham revamp from ail same f20):

Nerdy duee-foorths of rural hospitals have fewer
than 100 beds (Owe 3). These Sinali hospitals are
hi partladar dculty; they have the fewest sitnis-

dons, the lowest occupancy, and the highest ex-
penses per inpatient day o f all rural hospitals (20).

Demise thew treads, rural areas ia general we still
with bospitals. In 1966, the ratio of

community hospital beds to partied= was about
the some in rural as ia abut aress; is 14 Sums,
betherpopalatiou ratios wets higher in rural areas
(13). Most ruml hospitals are within a reasoaable
disuse of another hospital (over $O percent we
widtha 30 soda), but extreme regional differences
ads for example, bosratals we muck baths apsrt
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Figure 3Distributton ot Community Hospital/OM Metropolitan and Nonmetropolttan Areas, 1987

00-00 beds
lie to)

100 irAllaists

400. bed. (210
500-250

100-1011 soda
um?

Nonmetro
2,594 hospitals

200 -
site belle

(2011)

300. eerie

"MI"

10-la boat
(NW

Metro
3,012 hospitals

OTA s definition al =croon* hospital Mhos sightly horn the &Whits used by the Postern HOWKIIMMX4161111(**0 Opp. Dkr explansionotrittorenoso)

SOURCE Moe of Todsolooy Arsosunent 1990. Dela born tho Ansticen Hotsital Arteadolion's 1547 Arnuel Survey of How:lair

in the less densely populated West (/6))° Although
the mut-1980s wimessed a 5.5 percent decline in the
number of rural hospitals (table 1), most hospitals
that have closed in recent years have been small
facilities with low occupancy rates (35,36). Most
communities in which hospitals closed appear to
continue to have reasonable access to emergency
and acute care.

In fact, one of the greatest problems rural
hospitals face is the outmigrafion of rural residents
to urban areas for care. Studies suggest that rural
restdents (especially young and affluent residents)
have been increasingly seeking care outside their
own conununities, either to obtain specialized care
not available locally or to obtain alternatives to
locally available services (44.7.17).

Problems by publicly funded facilities that
provide primary care services are somewhat differ-
ent from those faced by hospitals. Prom 1984 to
1988 the number of rural C/MHC service sites
remained relatively constant, but patient visits to
rural C/MHCs rose nearly 19 percent during this
period (30) Most of the increase in utilization

appears to be by rural residents unable to pay the full
costs of their care. By 1987, nearly one-half of all
rural CIMHC users received discountedcare. More-
over, Medicaid-reimbursed visits constitute an in-
creasing proportion of revenues, while the propor-
rion of revenues from private pay patients has
decreased (30). Consequently, C/MHCs remain
heavily dependent on Federal grant funds, which
make up nearly one-half of total revenues.

Despite their heavy Federal dependence, niral
C/MHCs receive 15 percent less Federal funding per
patient served than do their urban counterparts (9).
Factors such as differences in the complexity of care
patients require may explain some of the difference
in funding but have not been studied in detail.

Rural health care facilities have a number of
options in adjusting to recent changes in the health
care and fiscal environment, ranging from short-
term options such as staff consolidation and reduc-
tion to longer term strategies such as diversification
and participation in multifacility alliances. But
many rural facilities have not successfully applied
these strategies.

WEIrets pima of mil boopitato as located it "frostier" coriss (20).

4-1

(



Pob oas nrn litederson

Great distances In areas of sparsepopulalion can linit the
availability of even the most basic locai nral health

services.

One major barrier to the successful implementation
of strategies is simple lack of community and
provider will, particularly in cases where groups
have differing views on appropriate actions. But
even when providers have a fum direction and
committment, they can be stymied by a lack of
information on the success of alternative possible
strategies, and the lack of community and provider
technical expertise and financial resources to under-
take strategic planning and other important steps.
Other especially important structural barriers can
include:

119

standards and requirements for Rural Health
Clinics (RIICs)andC/MHCs, including delays
in the RHC certification process and C/MHC
efficiency standards that may be difficult for
small or isolated C/MHCs to meet;
regulations to prevent fraud and abuse that
may inhibit hospitals from engaging in some
actions that would encourage physicians to
practice in a rural area;
State licensure restrictions that prevent hospi-
tals from reducing the scope of services (e.g.,
converting to a facility that offers only enter-
gency, subacute, and primary care); and
restrictions on public hospital activities that
prevent the 42 perces, of rural hospitals that are
publicly owned from providing services not
expressly or implicitly permitted by their en-
abling manes.

Summary and Options 9

Federal intervention will have limited effect on
some of these barriers. But the Federal Government
can avoid policies that send contradictory messages
to rural providers. For example, it may be appropri-
ate for many rural hospitals with low occupancy
rates to reorient their services to place more empha-
sis on outpatient care. Any changes in Federal
payment policies for ambulatory surgical services
that assumed an unrealistically low cost of providing
such services, however, might dissuade these hospi-
tals from making appropriate changes. Uninten-
tional disincentives could be minimized by perform-
ing a detailed analysis of the impact of any proposed
new payment system on rural providers before
adopting such a system.

In addition to evaluating potential new health
policies for their impact on rural facilities, the
Federal Government could take a number of specific
steps to identify and protect essential rural health
services, and to enhance the abilities of all rural
providers to respond appropriately to changcs in the
health care and economic environment. Options for
undertaking these steps arc presented below.

Options for Congressional Action

Identifying and Supporting Essential
Rural Health Facilities

In some rural areas, particularly those with high
poverty or very low population density, a single
facility may be the only provider of some of the
community's vital services. At a minimum, these
vital services include basic emergency, primary,
acute, and long-tem care.

At present there are several programs aimed at
identifying (and supporting) facilities providing one
or more of these services, specifically the C/MHC
grant programs and Medicare's payment exceptions
for designated RHCs, Sole Community Hospitals
(SCHs), Essential Access Community Hospitals,
and Rural Primary Care Hospitals. The assumption
of each of Mese programs is that Federal subsidies or
special exceptions to payment rules wii enable
services to be provided to populations whose health
care access might otherwise be severely impaired.
Existing programs, howevermost notably the
SCI4 programimperfectly identify these facilities.
Furthermore, each program has its own unique
criteria that may not be relevant to other applica-
tions. One potential direction for Federal policy is to
undertake a niore concerted effort to identify (option

4"-'
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1) and protect (suboptions 1A-1C) a broad range of
nri1 facilities.

Option 1: Develop criteria to identify health
facilities that provide essential emergency,
primary, acute, and long-term care in specified
rural areas, and develop programs to provide
support for these facilities.

The Department of Health and Human Services
(DHHS) could be directed, with assistance from the
States, to make a comprehensive effort to develop
criteria that could be used to designate essential
facilities and services, which would then be eligible
for a variety of Federal and State protections.
Criteria could distinguish among facilities for which
no reasonable alternatives exist, facilities for which
alternatives exist but are more distant or otherwise
less accessible, and all other facilities. Programs
using the facility designations thus might be applied
to either the most narrowly or the more broadly
defmed group of "essential" facilities.

Designation criteria for essential facilities might
include:

distance/time to nearest comparable and near-
est higher level service or facility, considerinp
geographical and transportation limitations;
level of medical underservice and indigence of
the area population;
institution's area market share and measures of
community acceptance (e.g., utilization pat-
terns);
evidence of plans or actions by the facility to
serve critical unmet needs of the local commu-
nity; and
other relevant factors (e.g., number of Medicare
beneficiaries served).

From the Stare perspective. Federal criteria often
seem inflexible and not adaptable to relevant local

conditions. To minimize this problem, the develop-
ment of designation criteria should include the input
and active involvement of State governments. State

flexibility would be further enhanced by the web-
lislunent of:

mirdnisun criteria to aid the Federal Gov-
ernment in basic and fair allocation of funds
amoug Suites; and
less restrictive criteria to enable States to use
and modify the designations for their own
purposes, and to enable more flexibility in the

application of Federal programs to variously
identified facilities.

Some of the difficulties of applying detailed
criteria from the perspective of the Federal Govern-
ment could be avoided by requiring States to
actually apply Ibe criteria and make the designations
(see option 2). The Federal role could be restricted
to technical support and assistance, reviewing and
approving desigpations and affirming that the desig-
nated facilities were eligible for relevant Federal
programs. Facilities, once designated, could also be
periodically "recertified" in order to remove those
facilities no longer meeting the criteria.

Option IA: Provide direct grants and subsidies to
eligible facilities.

These could include:

Time-limited subsidies to maintain operations,
and to plan and implement strategies to change
the scope or delivery of services (e.g., 1- to
3-year grants through an expanded Rural
Health Care Transition Grant Program).
Continued grant support andlor special altera-
tions in public sources of reimbursement to
maintain and enhance operations for facilities
deemed unable to achieve self-sufficiency due
to isolation or high levels of unreimburted care.
For example, designated hospitals could con-
tinue to receive reimbursement exceptions
under the Medicare program. Alternatively, the
SCH exception could be phased out altogether,
and general subsidy grants analogous to those
provided to C/MHCs could be made available
to all eligible hospitals, separating the subsidies
from the Medicare program.

Option IB: Require the Farmers Home Admin-
istration (FmHA), the Department of Housing
and Urban Development (HUD), and other Fed-
eral agencies to give special attention to the
needs of essential rural health facilities when
mating available loans to institutions for capital
improvement.

Many essential rural hospitals and clinics may
lack adequate aocess to capital for diversifying
services and converting facilities to other functices.
Many of these providers' basic facilities and equip-
ment also may need upgrading to maintain quality of
care and conform to Federal and State regulations.
Increased availability of capital dzough PmHA
direct and guaranteed loans and HUD loan guarantee
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programs could help to ensure the financial stability
and presence of these facilities.

Option IC: Protect essential facilitiesfrorn Federal
fraud and abuse regulations that inhibit their
ability to recruit and retain physicians or to be
acquired by physicians.

Close organizational association with physicians
may be the only financially feasible strategy for
long-term survival for some tural facilities, and for
essential facilities the benefits of financial stability
may sometimes outweigh the dangers of potential
conflicts of interest. A specified "safe harbor" irom
fraud and abuse regulations, or a legislative exemp-
tion to these laws, could provide for the arrange-
ments these facilities might make to ensure the
availability of a local physician (e.g.. free onsite
office space). In addition, specified "safe bathos"
practices could encompass the purchase of small,
failing hospitals by local physicians wishing to
ensure the availability of this resource. Whole or
partial physician ownership of health care facilities
may be an especially attractive option in the case of
small "alternative liceasure" facilities that provide
mostly primary, emergency, and subacute care.

To guard against abuse of this exemption, restric-
tions could specify that incentives be independent of
the number of patients thc physician refers to the
facility, or that a facility wishing to acquire a
physician practice could Dot exclude other local
physicians from its staff. Also, facilities could be
precluded from listing recruitment and retention
costs on their Medicare cost reports.

Option 2: Provide assistance to States to help
them identify essential facilifis, remove regu-
latory barriers applying to these facilities, and
offer State-based financial support to a more
flexible set of designated facilities.

Option 2A: Provide time-limited (I- to 3-year)
grants for the development of State-designated
offices of rural health to enable States to better
support rural health efforts.

The Federal ORTIP is an important part of the
Federal effort to assess rural health program needs
and respond to information needs. Organizations
that can carty out equivalent duties at die State level
are likewise important. As of February 1990, 19
States had instituted (and 5 more had plans for)
State-designated offices of =al health (14,22).
(Locations of existing offices were almost evenly

divided between State agencies and nonprofit organ-
izations.) Thirty-four States reported the existence
of legislative or executive task forces or committees
to address State rural health issues (22). Thirteen
States, however, have neither an office of rural
health nor a State rural health task force.

Option 28: Provide time-limited or ongoing grants
to Stases to help them undertake spec* activities
relating to essential and other rural health
facilities.

Such grants could enable States to:

identify and designate essential facilities and
services;
monitor the financial condition of essential
facilities and services, protect against un-
desirable closure, and examine the compa-
rability and acceptability of the nearest health
care facilities;
provide technical assistance to enhance leader-
ship and management skills, support strategic
planning, encourage reconfiguration of serv-
ices and cooperative affiliations with other
institutions, and remit critical staff;
help subsidize existing statewide capital fi-
nancing sources and/or uncompensated care
pools, making them more accessible to essen-
tial facilities;
encourage special local tax initiatives and the
creation of health service districts, where ap-
propriate, to maintain and expand services;
study the impact of Federal and State regula-
tions on essential facilities, disseminate infor-
mation clarifying State and Federal regulatory
requirements, and develop model State legisla-
tive and regulatory language; and
identify areas without access even to essential
primary and other care facilities, and provide
funds to establish new facilities in these areas.

Encouraging Comprehensive and
Coordinated Rural Health Care

Rural patients and providers are often both
physically and professionally isolated. As a result
they may be unable to obtain consultation and
information and unaware of appropriate alternative
sources of care. They may receive little feedback and
few resources from regional providers.

Option 3: Award small Federal grants to projects
whose goal is the development of model rural
health care networks.
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Short-term demonstration and development
grants could be awarded by DHHS to States or
nonprofit organizations to:

identify special basic care need areas in geo-
graphically remote and persistent poverty com-
munities, identify minimum service needs, and
create and evaluate the effectiveness of service
networks in those areas:
identify regional needs and service resources
for comprehensive and integrated care in re-
gions not designated as special basic care need
areas, and create and demonstrate integrated
care networks in those regions: and
develop regional referral networks for specific
services and population groups needing partic-
ular attention, using (and expanding) the peri-
natal network model.

Some aspects of this option are already in place;
for example, under Primary Care Cooperative Agree-
ments, States can receive funds to help identify
needs in underserved areas. Private organizations,
however, cannot receive funds directly at present for
this purpose.

As an alternative to a new funding program, the
Rural Health Care Transition Grant program could
be expanded. A proportion of these grant funds
could be directed specifically to funding for con-
sortia of hospitals and other providers wishing to
develop model arrangements for transferring and
referring patients, and for enhancing local care
through periodic scecialty clinics and continuing
education seminars.

Longer Term Assessment of the Future of the
Rural Health Care Delivery System

Innovative responses to existing barriers to
change include measures to modify State hospital
ficensure laws to permit tbe operatioa of facilities
that provide less than full-service hospital ace. Two
examples are Montana's Medical Assistance Facili-
ties and California's proposal for basic facilities
whose Dome categor; would depend on the extent
of services they offer. The Federal Government has
taken similar steps with the enactment of the
Omnibus Reconciliation Act of 1989 (Public Law
10I-239), which permits Medicare payment to small
rural facilities that are designated Rural Primary
Care Hospitals (RPCHs) in a limited number of
States. But the RPCH is not necessarily the only or
the best model for all rural areas, and the ability of

other facility models to be eligible for Medicare and
Medicaid payment remains highly uncertain.

The need for such "alternative licensure" facili-
ties, the variety of proposals, and the potential
importance of these facilities to the rural healthcare
system warrant a comprehensive and ongoing anal-
ysis to ease their incorporation into the system.
Adapting the system to accommodate these facilities
introduces a myriad of questions: how to pay for the
services they provide, how to integrate them into a
comprehensive and coordinated system of care, and
how to ensure that they continue to provide services
vital to their communities. Answering these ques-
tions requires tbe input and coordination of informa-
tion from a variety of Federal and State agencies.

The recently established ORHP and the National
Advisory Committee on Rural Health were created.
in part, to address such issues At present. ORHP has
a very small staff and a wide range of responsibility;
the Advisory Committee considers a similarly broad
range of issues and meets only four times each yet:
These limitations at present prevent an immt& e,
intense examination of the structure of the rural
health care system.

Option 4: Establish a short-term (18-24 month)
advisory task force whose purpose is to exam-
ine the future of rural health delivery systems
2nd to provide guidance on the implementa-
tion of new service delivery structures.

Ideally, the task force, comprising both public-
and private-sector experts in rural health and health
care financing, would meet frequently and would
advise DHHS and Congress. It could be coordinated
with the current Advisory Committeefor example,
by having representatives from the Advisory Com-
mittee serve as part of the short-term task force. 11J
task force could be staffed by an augmented CAMP
to eliminate duplication of effort.

The immediate objectives of the task force could
include:

1. assisting DIMS in the development of criteria
for identifying essential facilities (see option

2. developing guideline* under which projects
may demonstrate the feanbility of allernative
facility and service delivery models and (if
necessary) obtain waivers from Medicare and
Medicaid certification requirements;
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3. expanding and coordinating discussion on
potential methods of payment to these facili-
ties (e.g., prospective payment groups, inte-
grated payment for physician and hospital
services); and

4. providing directions for research and dem-
onstration efforts supporting the development
of model service delivery networks in rural
areas (see optioc 6).

To ensure that the recommendations of the task
force could be implemented, DHIIS would need to
maintain or develop complementary expertise. For
example, DHHS staff might need to be able to:

compile, analyze, arxl make available information
on existing efforts to develop model service
structures and networks;
help States and local communities to identify
regional needs and determine standards for
acceptable access to comprehensive services;
and
participate in the development of both new
projects to demonstrate innovative service and
facility categories in rural areas (e.g., subacute
care facilities) and networks involving such
providers.

Addressing Information Needs

Option 5: Expand basic research on access to
health care in rural areas.

Specific topics that DHHS could be encouraged or
mandated to study include:

Nationwide migration patterns of rural resi-
dents for health services outside their local
communities, why they occur, and their impact
on the economic viability of local health
services (particularly obstetrics services).
How travel distances and transportation limita-
tions affect access to hospital care in rural
WAS.
The costs to rural hospitals, under different
conditions, of restructuring their organization
and services in various ways (e.g., capital.
operating, and regulatory costs of downsizing
hospitals to alternative delivery models).
The availability, accessibility, and general op-
erating characteristics of nual C/MHCs, partic-
ularly those in persistent poverty and frontier
regions; special problems these centers face;

whether theae centers are able to provide a
sufficient scope of care, particularly obstetrics
care; and how critical they are as a source of
primary care.

Option 6: Expand funding to the Office of Rural
Health Policy to administer an extended clear-
inghouse of information on innovations and
successes in rural health delivery.

Many States and communities would like to
investigate and implement improved forms of health
service delivery but do not have, and are unable to
purchase, the necessary knowledge and expertise.
The Federal Government has a unique capability to
act as a central point for information collection and
dissemination. In addition, the Federal Government
has an interest in providing assistance relating to
State and local implementation of current programs
in order to enhance the effective use of Federal
funds.

ORHP's current efforts to develop an information
clearinghouse could receive supplemental support to:

contact researchers to develop extensive case
studies of various zural service delivery innova-
tions;
work closely with private groups funding
innovative rural health delivery demonstration
projects to document and disseminate informa-
tion on project activities and fmdings; and
routinely analyze information collected on
innovative strategies, identify those that appear
to have the broadest benefit and tramferability,
and identify factors that will affect their appli-
cations in other areas.

RURAL HEALTH PERSONNEL:
ISSUES AND OPTIONS

Issues

Availability of Personnel"

PhysiciansPhysicians have historically been
the cornerstone of the health care system, and
physician supply has been increasing for many years
in both rural and urban areas (table 2) (33). Despite
the overall increase, however, rural areas have fewer
than one-half as many physicians providing patient
care as urban areas (91 v. 2.6 per 100,000 residents
in 1985) (table 2) (33). In the least populated

repon did sot amine the ainilatility of chiropranon or podiatrists.

64-300 0 93 5
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Table 2-Pbys1clan-to-Population Ratios (MDs only)
by County Typs and Population, 1979 sod 1988*

Tittle 3-Availability of Primary Cars Physicians by
County Type and Population, 1988.

Percent

chanag,

Primary care olvesIcians

Humber Proportion of
1979 1988 1979-88 per 100.000 all antic.

reeidont. physicians.

Total MD. per 100,000 remidmistab
Metro 86.8 38%Metro 219.3 262.6 19.7

Nonmotro 87.2 108.5 24 4 Monmatro 55.3 57

50,000 and over 116.3 146.7 26.1 50,000 and over 61.8 48

25,000-49,999 86.8 106.2 22.4 25,000 to 49,999 56.1 58

10,000-24,999 62.0 74,7 20.5 10,000 to 24,999 48.5 71

0-9,999 48.6 58.2 19.6 5,000 to 9.999 45 9 81
2,500 to 4,999 43.4 82

U.S. total 188.4 227 7 20 9 Fewer than 2.500 25.6 78

Patient care MDa per 100,000 residantab U.S. total 79.7 40

Metro 174.3 215 6 23.7 Includes Jan. 1, 1988 MD data end 1987 DO data
bPrimery care physicians include professionally

Nonmetro 73.3 90 5 23.5 active 2111s in general/family practice. Internal
50,000 end over 97.5 122.2 25.3 medicine, pediatrics, and obstetrics/gynecology;
25,000-49.999 73.3 89.9 22.6 and all doctors of osteopathy In patient care
10,000-24,999 52 0 61.3 17.9 Professionally active physicians include physicians
0-9,099

U S total

40.5

150.7

47 5

187.2

17.4

24 3

in aaaaa rch, administration, and teaching, and
physicians in Federal service.

MD data for 1988 are as of Jan. 1 Prior co 1988,

data are am of Dec. 31.
b 1987 population estimates were used to calculate
1988 MD ratios. Prior to 1988, population est.
mates usod were for the sat,* year as HD data.

SOURCE: U.S. Department of Health and Human Ser-
vices, Health Resources and Services Admin-
istration, Bur.. of Health Professions,
Office of Data Analysis and Managemont.
Rockville, MD, unpublished dots from the
Ares Rasourca File system provided twa OTA
in 1989 and 1990.

counties (those with fewer than 10,000 residents),
there arc only 48 physicians for every 100,000
people-about one physician for every 2,000 resi-
dents. Over 100 U.S. counties have no practicing
physicians at all (3 I).

The availability of primary care physicians in
niral areas is of particular concern. Primary care
physicians make up well over one-half of all
physicians who provide patient care in rural areas
(table 3), but these areas are increasingly competing
with urban practices (such as those associated with
health maintenance organizations) for primary care
physicians. Osteopathit. physicians (D0s), who
constitute about 9 percent of the total U.S. physician
population, make up a large proportion of rural
primary care physicians. In small rural counties in

`II)4-0

SOURCE: U.S. Department of Health and Human Ser-
vices. Health Resources and Services Ad-
ministration. Bureau of Health Professions.
Office of Data Analysis and Management.
Rockvillo, MD. unpublished data from the
Area Resource File System pro:tic:ad to OTA
in 1989 and 1990.

some States, as many as three-fourths of the
physicians are DOs (12).

Midkwel Practitioners-Nurse practitioners (NPs),
physician assistants (PAs), and certified nurse-
midwives (CNMs) have become important medical
care providers in rural areas and arc the only licensed
providers of primary health care in some areas with
no physicians. Their small numbers are increasing,
although there appears to be a very gradual trend
toward specialization and urban practice even for
these practitioners. The distribution of midlevel
practitioners varies enormously by State; these
professionals are most likely to be found in States
with midlevel practitioner schools and in States that
permit more independent practice.

Certified registered nurse anesthetists (CRNAs)
are another midlevel profession that is especially
important to small rural hospitals that wish to
provide basic surgical services but cannot support or
attract physician anesthetists. The national supply of
CRNAs, however, appears to be in decline.
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NiusesRural hospitals have markedly fewer
registered nurses (RNs) and lower ratios of RNs to
lice:iced practical/vocational muses than do their
urban counterparts (32). The proportion of RNs who
work in nual areas has decreased in recent years, and
rural areas will probably continue to be at a
disadvantage when competing for the shrinking
national supply of nurses.12 On average, nurses in
smaller rural counties are considerably older than
other nurses and are less likely to have baccalaureate
nursing degrees, making upgrading to midlevel
degrees (e.g.. NP) more difficult.

DentistsAs with physicians, the number of
dentists and the proportion of dentists entering
specialty practice have increased considerably over
the past two decades. However, rural areas have
considerably fewer dentists per capita than urban
areas, and projected future shortages of dentists are
likely to worsen the situation (33,34). Despite the
large number of dentists in general at the present
time, there remains a small but constant demand for
dentists in areas with chronic or occasional difficulty
recruiting these practitioners.

PharmacistsThere has been no national census
of pharmacists since the 1970s, and the number of
pharmacists peacticing in rural areas is unknown.
The national supply of pharmacists is projected to
increase (33). A handful of State studies suggest that
urban/rural differences in distribution are less severe
for pharmacists than for many other health profes-
sionals, but little is known about the existence of
local areas of shortage.

OptometristsOptometrists may be important
providers of vision care in rural areas without
ophthalmologists. One-third of all optometrists (and
one-fifth of ophthalmologists) were practicing in
communities of 25,4200 or fewer residents in 1983
(3). As with pharmacists, the national supply of
optometrists is increasing (33), although some local
shortages may exist.

Allied Health ProfessionalsThe allied health
professions include a wide variety of laboratory
personnel, therapists, technologists, emergency per-
sonnel, dental hygienists, and other professionals. A
study by the institute of Medicine, which examined
10 different allied health professions, predicted
serious impending shortages in the national suppl-
of physical and occupational therapists, radiolo.,ic

Mx*, me*: Pew flown

Some rural oxnnunlliss have edited access to bask
dental aervIces.

technologists, and medical records specialists (10).
The available anecdotal evidence and small-area
studies suggest that some rural facilities are already
suffering critical shortages of physical and occupa-
tional therapists and some radiologic and laboratory
personnel.

Barriers tO Rural Practice

Barriers to the availability and willingness of
health professionals to locate in rural areas intervene
at two levels. First, because rural areas often have
populations too sparse or dispersed to support many
subspecialty physicians, an inadequate supply of
primary care physicians and midlevel practitioners
is a barrier to the availability of health care services
in rural areas even if there is an oversupply of
physicians overall. Although the supply of physi-
cians has grown dramatically in the past two
decades, most of the increase has been among
nonprimary care specialists. The backbone of the
rural health care system, however, is primary care
physiciansthose who can 1.rcvide a wide array of
basic health services to smal' L.ommunities that

uNarsing school earollacm scantly locresned allsbtly a ander= year 19874a lau knaplam pro jectiou Ire Vill possisolaric
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cannot support a full complement of specialists.
Recent Federal policies have addressed this barrier
by redesigning Medicare payment to enhance pay-
ment for many ccimary care services. Further
Federal options discussed below include supporting
primary care physician and midlevel education
directly or through changes in Medicare reimburse-
ment for direct medical education.

Second, within a given group of professionals
(e.g., primary care physicians), personal concerns,
perceived lower financial rewards, professional
isolation, and lack of preparation for rural practice
prevent many practitioners from locating and stay-
ing in rural areas. Strategies to address these
barriers and concerns through rural-oriented training
programs and direct financial incentives for rural
practice have had some success in the past. Federal
measures to address disincentives to rural practice
have been in place for two decades, but during the
1980s their funding declined. Options for reinstating
Federal interventions include targeting funding to
nual-oriented health professions programs and of-
fering direct incentives to health professionals
through scholarships, educational loan repayment,
and srecial payment or practice provisions that
apply to health professionals in underserved rural
areas. The Federal Government could also choose to
enhance other resources available to rural practition-
ers (e.g., technical assistance, continuing education,

t)4

lcag-distance consultation resources). Combinations
af strategies, rather than any single strategy, are
likely to be the most effective in improving the
availability of health professionals in rural areas.

Options for Congressional Action

Influencing the Supply of
Primary Care Physicians

Option 8: Reorient or augment existing Federal
funding for graduate medical education to
direct resources to Irimary care specialties
(family practice, get eral internal medicine,
general pediatrics, and obstetrics/gynecology).

Option &4: Expand Federal grant funding for
primary care undergraduate and graduate medi-
cal education.

The Federal Government provides grants to fam-
ily practice, general internal medicine, and general
pediatric residency programs, but these grants de-
clined substantially between 1980 and 1988. Grants
for the development, improvement, and rnainte-
nance of undergraduate departments of family medi-
cine have also decreased in recent ycars. Targeted
funding for primary care education is one strategy
for overcoming some of the disincentives for spe-
cialty training in primary care.

Option 88: Weight Medicare reimbursement for
direct medical education costs to give preference
to primary care specialties.

Medicare reimbursement to hospitals for direct
graduate medical education expenses does not
distinguish among specialties. By altering the pay-
ment formula to give greater weight, and thus
provide greater resources, to specified primary care
specialties, it may be possible to alter the mix of
physician specialists without further increasing the
total number of physicians. A difficulty in imple-
menting this option would be that of developing an
adequate rationale for the specific weights to be
assigned to each specialty. An advantage, compared
with option 8A, is that it could be adopted without
increasing overall kvels of funding.

Enhancing Training and Preparation
of Rural Health Personnel

Option 9: Within Federal grant programs for
primary care medical education, target fund-
ing to rural-oriented programs.
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Option 9A: Target a fixed percentage of graru funds
for graduate medical education speccally to
programs that emphasize preparation for prac-
tice in rural and underserved areas.

lb be eligible for grants, programs could be
required to encourage rural/undersexved practice by
incorporating into their curricula activities such as
requiring rotations for residents in rural practice
settings and providing enhanced training in mental
health. Alternatively, eligibility for residency pro-
gram grants could be made contingent on outcome
e.g., the demonstration that a requisite propordon of
graduates were practicing in rural or underserved
areas a year after graduation.

Option 98: Target a percentage of grant fur.ds for
undergraduate medical education speccally to
programs that emphasize preparation for pri-
mary care practice and for practice in rural and
underserved areas.

Students entering undergraduate medical edu-
cation with an interest in primary care often switch
to subspecialty preferences by graduaeon. Under-
graduate exposure to primary care practice in rural
settings has been shown to positively influence the
choi,:e for rural primary care practice. Federal grant
funds for undergraduate medical education could be
targeta: to programs providing such opportunities.
Funding could also be targeted to schools serving
areas of greatest need (e.g., allopathic and osteo-
pathic r.sedical schools in regions of low primary
care Vrysician supply), and funded programs could
be tr.gets for National Health Service Corps scholar-
sh:p awards.

Option 10: Expand funding to training programs
for midlevel professionals, giving preference to
programs that emphasize preparation for rural
practice.

Midlevel professionals are vital components of
the rural health care system, but they are relatively
few in miter. Furthermore, the rise of IIMOs and
the expansion of other urban opportunities for
midlevel professionals makes it more difficult for
rural areas to recruit and retain these providers.
Compared with funding for physician education,
funding for midlevel training programs and continu-
ing education it very limited. In 1988, only 11
rural-focused NP programs and 1 rural-focused
CNM program were funded. Thirty-eight PA train-
ing programs are currently supported, many of

which are required to develop and use methods
designed to encourage graduates to work in health
personnel shortage areas.

Current grant programs to health professions
schools that train midlevel providers could be
expanded and directed towards those programs that
incorporate rural-oriented curricula, or that demon-
strate sUCCCSS in placing graduates in rural and
underservoi areas.

Option 11: Provide grants and traineeships to
rural-oriented multiple competency training
programs for allied health professionals.

The availability of trained allied health personnel,
and particularly of personnel who can perform more
than one function, is becoming ihcreasingly impor-
tant to the survival of small rural hospitals. The
small grant program currently authorized to fund
multidisciplinary training programs does not explic-
itly include cross-training of allied health personnel.

TO enhance the effectiveness of a cross-training
program, continuation of funding could be contin-
gent on an outcome requiremente.g., training
programs could be required to demonstrate that a
sub.rr2nri21 proportion of graduates were practicing
in rural areas. The availability of traineeships might
also enhance the effectiveness of a general program.
by providing students from rural and underserved
areas the financial incentive and capability to enroll
in such a program.

Option 12: Expand funding for rural Area
Health Education Centers, with special em-
phasis on training and continuing education of
nonphysician health professionals.

The original AHEC concept was to develop
mul tidisciplinary educational experiences. Although
AHECs have become increasingly involved in such
activities in recent years, .aost of their resources
have been spent on physician education. AHECs are
a model for encouraging State and local participa-
tion in activities addressing the geographic maldis-
tribution of health professionals. The program is
designed to crate lasting networks that would
eventually be supported entirely through State and
local funds. 'lb extend the usefulness of the AHEC
model and encourage more comprehensive service
delivery systems, future AHEC startup grants could
be directed to programs that emphasize the training
and continuing education of midlevel providers,
mental health providers, and other nonphysician
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health professionals. AHEC "special initiative"
funds could be targeted to existing AHECs for the
same purposes. The authority for AHECs could be
expanded to enable nursing schools to receive
AHEC funds directly.

Offering Direct Incentives for Rural Practice

Option 13: Expand the National Health Service
Corps (NHSC) by increasing funding for both
the State and Federal components of the NHSC
Loan Repayment Program and by reinstating
a targeted Scholarship Program.

In 1988, 29 percent of all rural residents were
living in federally designated HMSAs (31). This
number has not changed appreciably during the past
5 years, indicating a need for ensuring the availabil-
ity of health professionals who have at least a
short-term commitment to serving in these areas.
Federal investment in the NHSC declined dramati-
cally in the 1980s and is now embodied primarily in
Federal- and State-administered loan repayment
programs. The Federal Loan Repayment Program
was funded at $3.9 million in 1989 and that year
recruited 112 professionals, mostly physicians. At
present, there are only seven State NHSC Loan
Repayment programs."

The Loan Repayment program provides an incen-
tive to recently graduated practitioners that is
particularly appropriate for recruiting physicians
and dentists, fix three reasons. Fast, it does not
require any commitments until the practitioner has
fmisbed his or her education, leading to less
likelihood of default. Second, recipients are availa-
ble almost immediately. Third, the level of indebted-
ness among medical and dental students has in-
creased dramatically in recent years, and the Peol of
interested applicants to an expanded loan repayment
program is lately to be large.

The State and Federal components of the loan
repayment program have cornpkmentary advantages.
The State program efforts are more localized than
Federal efforts, and they attract providers who are
willing to serve but want the assurance that they can
carry out their service obligation within their State
of residence. In addition the program requirement
that States match Federal funds encourages greater
State participation in health personnel distribution
activities.

Maintaining the Federal program would ensure
that some obligated providers were available to
serve in underserved areas in States without their
own loan programs, and it would attract providers
interested in new locations.

Available data indicate that the original NHSC
Scholarship Program, while expensive, was highly
successful e placing providers in shortage areas. A
renewed scholarship program would be especially
appropriate for midlevel providers. Their relatively
low educational costs (compared with those for
physicians) lead to correspondingly lower educa-
tional indebtedness, maldng loan repayment a rela-
tively weaker policy tool, while making a scholar-
ship program less expensive for the Federal Govern-
ment. Scholarships for other health professions
students could be targeted to those from low-
income, minority, or rural backgrounds. These
students are somewhat more likely than others to
practice in underserved areas after graduation, and
they are less likely to be able to afford the economic
burden of a health profession education.

Other measures could also be taken within both
the Loan and Scholarship programs to enhance the
capabilities of obligated professionals and to in-
crease the likelihood that they would remain after
their obligation expires. For example:

Preference could be given to students who have
enrolled in a program with arural, primary-care-
oriented curriculum
Participants could be permitted to serve their
obligations at a single site regardless of any
change in the area's designation status during
their period of obligation.
The NHSC could actively coordinate with other
programs (e.g., the AHEC program) to ensure
support for scholarship recipients during their
education and periods of obligation. Support
might include such features as rural preceptor-
ships, practice management training, technical
assistance, and continuing education.

A renewed NHSC would be a major investment.
If this option were implemented, the program would
warrant accompanying oversight (e.g., by the Gen-
eral Accounting Office) in its first years to ensure
that funds were appropriately and efficiently admin-
istero.

One seres Sam ue Mioneeolo, West Vara* Texas, Molds, North Caroilsa, Soma Corollas. al New Maim
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Option 14: Encourage or require States to offer
bonuses under Medicaid to physicians provid-
ing services in designated HMSAs, paralleling
the current policy under Medicare.

This option would extend the benefits of in-
creased access to Medicaid as well ss Medicare
beneficiaries. It would also increase incentives for
physicians less hiely to provide services to Medi-
care beneficiaries (e.g., pediatricians, obstetrician/
gynecologists). Medicaid bonuses might be espe-
cially appropriate for physicians providing obstetric
services in areas with shortages of obstetricians.

Option 15: Offer tax incentives to health provid-
ers in specified rural and underserved areas.

Direct and time-limited tax incentives for primary
care providers (physicians and midlevel profession-
als) serving underserved populations might over-
come perceived or real financial disincentives to
locating and practicing in rural areas. Tax incentives
could be offered to providers in all rural areas, but
this policy could be expensive without improving
availability in the areas of greatest heed. If these
incentives are linked to federally designated short-
age or underserved areas, however, their continua-
tion should not be dependent on the continued status
of the designation (i.e., if the area is "dedesignated"
during the term of the incentive, the incentive should
not be removed).

Option 16: Allow a "grace period" before de-
designating HMSA areas, populations, and
facilities.

For HMSAs with small populations, the addition
of a single physician (or the retention of an NHSC
physician past his or her period of obligated service)
can mean the loss of designated status. The sudden
loss of resources dependent on continued designa-
tion (e.g., Medicare physician bonus payments,
placement of NI-ISC personnel, and qualification as
a Rural Health Clinic under Medicare rules) may
produce unintentional negative consequences.

A "grace period" could encourage existing
providers to stay while permitting the Federal
Government to direct new available parsonnel to
more needy areas. For example, if the addition of a
provider in a designated HMSA raises the provider-
to-population ratio above the allowable limit and the
HMSA is targeted for dedesignation during periodic
review, that HMSA could be placed on a provisional
list that received close monitoring. HMSAs on the

list might receive no new resources but could
continue existing resources linked to designation. If
at the end of the 2-year period the ratio was still
above the allowable limit, that HMSA could be
dedesignated. Such a policy could be limited to
primary care HMSAs or applied to all types of
HMSAs.

Option 17: Authorize and implement a State
rural health personnel grant.

A drawback to all rural health personnel programs
operated from the Federal level is the inability to
adapt strategies to local concerns and conditions. A
State with a school to train physician assistants, for
example, may most effectively address health per-
sonnel shortage problems by enhancing this school's
curricula and providing scholarships to its studems.
In another Statc, absolute health personnel shortages
might be less a problem than the provision of
specific services, such as obstetrics; such a State
might fmd that paying malpractice premiums for
rural obstetrics providers was a more effective
strategy than diroct recruitment of more physicians
to rural areas. A broadly defined grant to States
would transfer responsibility to the individual States
to decide how they choose to allocate the funds
among health professions programs and direct in-
centive programs to enhance the supply of health
professionals in rural areas. Such a grant could either
augment existing Federal programs or replace some
of them.

Under a rural health personnel grant program,
States could be allocated grant funds based on a
formula developed by DHHS (e.g., percentage of
population that is rural; number- a rural residents
living in underserved or personnel shortage areas).
Within the grant, States could spend funds on any of
a list of relevant specified activities Vaal as:

grants to State health professions schools with
rural-oriented curricula;
Medicaid payment incentives for services pro-
vided in underserved areas;
Medicaid bonus payments for "dispropor-
tionate share" providers (those with unusually
high caseloads of Medicaid and uninsured
patients);
scholarship and loan programs;
other recruitment mechanisms (e.g., placement
services, State tax incentives);
puichase of malpractice insurance premiums
for rural obstetrics providers (obstetricians,

4 r
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family practitioners, CNMs, NPs);
innovative continuing education programs for
rural professicaals: and
development of appropriate curricula and es-
tablishment of community training programs
(e.g., in local hospitals and community col-
leges) for rural residents interested in one of the
allied health professions, and for current allied
health personnel wishing to extend their ac-
creditation to more than one area.

The expertise among State governments regarding
the administration of rural health programs varies
considerably. Some States are capable of designing
and administering a detailed array of incentive and
grant programs, while others have much more
limited capability at present. As a prerequisite to
receiving funds under such a grant, StateS could be
required to provide a plan outlining the activities to
be funded and indicating that the State has an
adequate administrative capability (e.g., an Office of
Rural Health or analogous body) to carry out the
funding activities. In addition, States could he
required to provide the Federal Government with
basic information on the programs actually funded
over the preceding year as a prerequisite for renew-
ing the grant. This information would not only
enable some oversight of expenditures but would
provide the basis for the Federal Government to
sssist in information transfer among States regard-
ing innovative programs.

Removing Barriers to Midlevel Practice

Option 18: Require States to reimburse under
Medicaid for the services of NPs and PAs in
rural areas, as long as these services are
permitted by State practice acts.

Current Federal policy requires States to reim-
burse under Medicaid for services provided by
pediatric and family NPs (Public Law 101-269). It
also allows States to exercise the option of reimburs-
ing for other NP and PA services, and nearly
one-half of all States now do so to some degree. The
Federal policy requiring States to provide Medicaid
reimbursement for CNM services provides a prece-
dent for a more general policy. As with CNMs,
Federal policy could prevent State Medicaid pro-
grams from requiring the direct personal supervision
of a physician during the delivery of NP and PA
services. Restricting the requirement to rural areas
might provide an additional incentive for NPs and
PAs to locate in these areas, while a lxoader policy
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might encourage their expanded use in urban as well
as rural settings.

This option carries weight only where State laws
permit midlevel practitioners to operate under off-
site supervision. The Federal Government has tradi-
tionally not dictated the scope of practice that States
permit of their licensed health professionals. (Option
19 addresses a potartial Federal role in the reexami-
nation of State licensure restrictions.)

Option 19. Encourage DHHS to sponsor a confer-
ence to discuss models and guidelines for State
nurse and medical practice act revision that
would enhance the capabilities of midlevel
practitioners to provide primary health care in
rural and underserved areas.

Midlevel practitioners can provide a limited
number of basic health services in areas not ade-
quately served by physicians. Their ability to do so,
however, is legally restricted in many States, partic-
ularly for PM. A conference, sponsored by DIMS,
would give representatives from different parts of
the government and health care an opportunity to
reevaluate the suitability of existing limits to midlevel
practice. Participants might include experts from the
medical, PA, and advanced nursing professions,
representatives from State and Federal agencies, and
representatives from other sectors of the health care
industry. Guidelines developed by such a panel
could help States evaluate and implement appropri-
ate changes to their own regulations.

Improving the Information Base

Option 20: Improve monitoring of the Medicare
Physician Bonus Payment Program to find out
how well it works.

The Medicare physician bonus program was
recently expanded to provide a 10-percent bonus fa;
all physician services in all primary care HMSAs, in
order to increase access to services for Medicsre
beneficiaries. It is not clear whether a 10-percent
bonus on Medicare payment is sufficient to attract
physicians to areas where they would otbawise not.
choose to locate, or whether it improves the retention
of providers already in these areas. The Medicare
caseload varies greatly from physician to physician,
and the strength of the bonus incentive probably
varies accordingly. lb improve OFEHS's ability to
evaluate the program, carriers could be required to
submit to the Health Care Financing Administration
data regarding the number of physicians receiving
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bonus payments and the distribution of services for
which bonus payments are made.

Option 21: Establish a program, through the
Bureau of Health Professions, to provide small
grants and technical assistance to States and
professional associations to establish and im-
plement uniform data collection procedures
among the health professions.

Better data on the supply and distribution of
health professionals would improve the Federal
Government's ability to monitor trends in the
availability of th-ae personml in mral areas. Most
professional associations collect data on the mem-
bers of their profession, but these efforts are
sometimes very limited, and the data are not
compatible. States likewise collect data on licensed
health professionals, and they may include some
professionals not represented in professional associ-
ation databases. 'lb enhance these efforts with a
minimum amount of Federal resources, the Bureau
of Health Professions in the Health Resources and
Services Administration could establish criteria for
uniform data collection. The Bureau could then
provide States and associations with technicalassis-
tance on survey sample selection methods or on
census collection methods, make available startup
funds, and offer other appropriate assistance (e.g.,
for hardware, software, and other resources).

TWO SPECIFIC SERVICES

Issues and Options in Maternal and
Infant Care"

Fetal, infant, and maternal mortality are all
disproportionately high in rural areas (27,28).15
These indicators of relatively poor rural maternal
and infantheahhpasistdespiteprivate andgovernment-
funded programs that have successfully reduced
infant mortality in targeted areas. Two potential
contributors to the relatively poorer health of rural
mothers and Wants are the limited availability of
obstetric providers and access to specialized care
for women with difficult pregnancies and deliveries.

The availability of rural obstetric providers has
declined sharply in recent years, and over 500,000
residents of rural countiesmany of them in the

Southare without any physicians who provide
obstetric care. In many rt:.11 areas, physicians
trained to provide obstetric services are not doing so.
Unwillingness is often due to concerns about inade-
quate sources of backup, consultation, and referral
that are shared by rural physicians in all specialties.
In addidon, however, many physicians are limiting
or eliminating their obstetric practices as a direct
consequence of the high cost of malpractice insur-
ance and fears of lawsuits. These trends are particu-
larly disturbing in rural areas because alternative
sources of obstetric care may be a considerable
distance away.

Where them are obstetric providers, they are
usually general and family practitioners rather than
obstetricians. And although rural hospitals are much
more likely than urban hospitals to offer obstetric
care, they are much less likely to offer specialized
care. Consequently, rural women with complicated
or high-risk pregnancies may have to travel consid-
erable distances to reoeive specialized Care. Region-
alized perinatal care, successfully promoted in the
past by Federal programs, can enhance access to
specialty services when obstetric or neonatal emer-
gencies arise, but regionalized systems of care have
deteriorated over the past several years.

In some rural areas, women who are able
particularly those with higher incomes and private
insurance coverageare bypassing local facilities
to deliver in distant hospitals offering sophisticated
services. One result may be to leave local physicians
and hospitals with an increasingly higher proportion
of patients who cannot pay the full costs of their care.
Rural physicians under these circumstances may
fmd it particularly difficult to afford obstetric
liability insurance, possibly prompting them to
reduce their obstetric practices and further in-
creasing the burden on remaining obstetric provid-
ers.

Federal maternal and infant health programs (e.g.,
Medicaid, the Maternal and Child Health block
grant, and C/MHC funds) are especially important in
rural areas, where the inability to pay for obstetric
services is a serious problem. In 1982, rural deliver-
ies accounted for nearly one-half of all uncompen-
sated deliveries. C/MHCs are particularly important

"See alio option 5 and peacoat options gmerally (Vice. 7 thmagh 72).
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sources of prenatal care for many rural women,
because they accept all Medicaid patients and
provide discounted care for low-income uninsured
patients. But the expense of malpractice insurance
has reduced the ability of some federally supported
CIMHCs to provide obstetric care (11). Ensuring
survival of essential rural C/MHCs (and their ability
to provide obstetric services) is as important to
maternal and infant health as ensuring survival of
essential nrral hospitals.

Option 22: Extend liability coverage under the
Federal Tort Claims Act to C/MHC staff and
contract providers engaged in obstetric care.

The Federal Tbrt Claims Act currently insures
both commissioned officers of the NHSC and NHSC
scholarship paduates who work as civilian employ-
ees of the Public Health Service. Many C/MHC
obstetric providers placed through the NHSC, how-
ever, have DO federally provided insurance coverage
because they are paid through the center. Providing
insurance coverage might increase the willingness
of obstetric providers to join C/MHC staffs, to
remain at these locations, and to continue to provide
a full range of obstetric services to C/MHC patients.

Option 23: Enhance the information base for
Federal rural maternal and infant hea: th

Option 23A: Investigate in more depth the urban and
rural differences in perinatal health status indi-
cators.

Whether the excess of rural fetal deaths is real or
occurs because of differential reporting in rural and
urban areas is unclear and deserves further investiga-
tion. 'The underlying cause of the excess mortality in
late infancy likewise deserves to be investigated.
Clarification of perinatal health status in rural areas
would be useful in targeting programs. Programs to
improve care for pregnant women might curb excess
fetal deaths, while improved pediatric care could
potentially reduce high mortality rates among older
infants. Congress could direct the National Center
for Health Statistics or the Agency for Health Care
Policy and Research to investigate these issues.

Option 238: Develop a database that would allow
Federal policymakers to target resources to
States and to their rural areas with perinatal
health problems.

A number of programs have shown success in
improving access to prenatal care in the past.I6 The
Federal Government could build on their success by
targeting resources for such programs to areas with
high-risk populations, high perinatal mortality, and
a high proportion of women seeking late or no
prenatal care. Such areas could be identified in part
with information available on vital records (e.g.,
birth certificates). The National Center for Health
Statistics, in the Centers for Disease Control, could
undertake this activity.

Option 24: Enhance the EIHHS Office of Mater-
nal and Child Health's (MCH's) ability to
provide useful information and technical sup-
port to rural maternal and infant care efforts.

Option 24A: Enable and encourage MCH to support
additional demonstration projects in rural areas.
Funded projects could evaluate the feasibility of
innovative approaches to improving access to
perinatal services in rural areas.

Demonstration projects funded through MCH
could be used, for example, to compare the relative
cost and effectiveness of bringing providers into
isolated rural areas with providing transportation
services to the patients themselves. Among the
current MCH-f mded rural projects is an evaluation
of the uae of an outreach consultation team of
permatal specialists to visit rural health districts

MCorapammis soccessfal programs iselado pabliely sapportol obstetric providers., midlevel practitieeers, perioaml enumpartadoe zygotes.
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(37). Demonstration project funding could be ex-
panded to include more model projects that:

employ noaphysician providers as rural out-
reach workers,
promote regional approaches to solve access
problems,
promote linkages of available perinatal re-
sources. and
incorporate home visits by nurses or para-
professionals.

Pmjects could be required not only to evaluate the
effectiveness but the costs of these models.

Option 24B: Provide additional funds (or earmark
a proportion offuture funds) to better allow MCH
to offer technical assistance on request to States
that are developing regionalized perinatal care
services that include rural areas.

A perinatal care network is an essential compo-
nent of a functional network of comprehensive
health care services to rural residents. Resources
from various Federal sources are available to help
States develop regional and local networks and
services. Greater availability of technical assistance
from MCH might help States and communities use
both Federal and local funds most effectively.

Issues and Options in Mental Health Care"
The prevalence of mental disorders in rural

Americans is similar to that of their urban counter-
parts. Despite the similarity in mental health prob-
lems, the little information that exists suggests that
rural areas have substantially fewer mental health
resources than urban aseas. Furthermore, where
resources exist, they are blely to be narrower in
scope.

As with otha health facilities, mental health
facilities face prcblems in serving populations
spread over vast distances. In addition, they are
caught between competing needs for services for the
chronically mentally ill and services for acute and
less serious conditions. Because recent Federal and
State policies have tended to emphasize the former,
the ability of many rural mental health providers to
offer services such as suicide prevention, education,
aisis intervention, support groups, and individual
counseling for less severe mental health problems
has waned. Furthermore, other sources of services

,

Pholo emit Rotor Bowan

Access to kcal monts1 Winn socvicos 4 sovonly
in many rural areas.

(e.g., from nonprofit foundations) are less available
to fill the vacuum in rural than in urban areas.

Rural mental health professionals face problems
similar to those of other rural health professionals.
They have fewer training opportunities, fewer col-
leagues with whom to consult and to discuss
professional issues, and more diverse demands on
their time than do their urban counterparts. Primary
care physicians provide much of the mental health
care in both urban and rural areas, but they receive
relatively little training in mental health diagnosis
and treatment. Master's level mental health profes-
sionals, paraprofessionals, allied professionals (e.g.,
the clergy), and volunteers are also vital providers of
rural health services.

The severe shortage of psychiatrists and doctoral-
level psychologists in rural areas, the proportion of
mental health care provided by nonpsychianic
physicians, and the types of services likely to be
most acceptable to rural residents all suggest that
integrating mental health and other health care is
especially important in rural areas. Social workers,
psychologists, clinical psychiatric nurse specialists,
and paraprofessionals play an important role in
extending rural mental health services to those in

"See OW OptIOn 12.
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need, and in linking these services with physical
health services. These linkages rnay include such
features as health and mental health clinics sharing
a single service site, routine consultation between
physicians and mer 'al health center staff, or a
full-time social worker providing counseling and
educational services in a community health clinic or
physician's office. Recent legislation has expanded
the reimbursement available for certain "linkage"
services, namely the mental health services provided
by clinical social workers and psychologists in
community health centers. Federal stimulation of
linkage efforts themselves, however, has declined
since the implementation of the mental health block
grant in 1981.

Option 25: Provide grants to mental health
professions training programs that include
rural-oriented curricula andfor train pro-
fessionals most likely to locate in rural areas.

For example, the provisions of Public Law
100-607, which provided speCill project grants to
professional schools' training programs for clinical
psychologists, could be extended to include masters'
programs for social workers and clinical psychiatric
nurse specialists. Or, grants under this law could be
targeted or limited to projects emphasizing training
for nual practice.

Option 26: Require States to reimburse under
Medicaid for mental health services provided
by midlevel mental health professionals to the
extent that these services are permitted under
State licensure law. Reimbursement could be
limited to those services that were provided in
HMSAs or MUAs and would be covered if
provided by a physician.

In rural communities without psychiatrists or
doctoral psychologists, primaty mental health care is
provided by either nonpsychiatric physicians or by
midlevel mental health professionals (master's level
clinical psychologists, clinical social workers, and
clinical psychiatric nurse specialists). Current Fed-
eral policy covers reimbursement for the services of
psychologists and social workers only in certified
RHCs. Expanding the services for which midlevel
mental health providers or their employers can
receive reimbursement would probably inaease
access to these services in rural areas.

Option 27: Encourage the development of link-
ages between rural health and mental health
services and professionals.

Greater enhancement of linkages might include
measures to encourage case management, share
building space, develop referral patterns, and make
better informed decisions about patient care. "Link-
age workers" could be expanded to include master's
level nurse specialists. Federal initiatives of this
kind are currently underway for health and substance
abuse treatment, but a more permanent and consis-
tent policy of linkages for substance abuse, mental
health, and other health services could be adopted.
Specific Federal strategies could include:

reimbursement for linkage workers' services
(e.g., social workers' services provided in
physicians' offices, including consultative serv-
ices provided to the physician);
funding for the salaries of clinical social
workers and other mental health providers in
grants to federally ftmded C/MHCs;
funding for inaervice training, internships, and
shared training sites; and
requiring States to demonstrate that a portion of
Federal mental health block grant funds is
being used to support linkage efforts in rural
was as a prerequisite to continued block grant
funding.
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Option 28: Invest more resources in data collec-
tion and analysis activity oriented at urba n-
rural comparisons of mental health and sub-
stance abuse epidemiology, and at the availa-
bility of mental health services and personnel
in rural areas.
The information available on nual mental health

epidemiology and services is extremely thin and
provides a poor basis for both monitoring mental
health status and implementing Federal policies.
Even the most basic national data on community
namtal beahh centers have been virtually nonexist-
ent since 1981, and there are few reliable studies on
mental health problems in rural areas. Congress
could direct the Alcohol, Drug Abuse, and Mental
Health Administration (ADAMHA) to place more
emphasis on these research activities (e.g., through
the National Institute of Mental Health's recently
created Office of Rural Mental Health).

Option 29: Encourage or require ADAMHA to
fund projects intended to demonstrate the
utilization of volunteers and paraprofessionals
in service delivery.

One way to help address mental health personnel
shortages is Jo include paraprofessionals and com-
munity volunteers in service delivery. However,
little is known about effective ways to increase the
use of these providers, their acceptance in the
community, and the effectiveness of the services
they provide. Incentives to be tested in the demon-
stration projects could include training programs for
paraprofessionals and clergy, reimbursement for
professional activities to develop and train commu-
nity workers, and educational support for commu-
nity workers in the form of tuition for college
training.
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Child Health: A Fact Sheet

Melvin& Ford
Analyst in Social Legislation

Education and Public Welfare Division

Most US. children are born healthy and
remain healthy into their adult lives.
Some children however, are vulnerable to
serious illness, disability, or death. Figure
1 shows the nearly steady decline in U.S.
infant mortality rates for all groups, but a
persistent gap between rates for whites and
nonwhites. Similar racial differences exist
in incidence of low birthweight. Important
influences on the health of a child are (1)
early and continuous prenatal care for the
mother, (2) timely immunization against
vaccine-preventable diseases, and (3)
routine ongoing medical care and
supervision.
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Mothers who receive inadequate
prenatal care are more likely to have low birthweight infants (referring to infants born
weighing less than 5.5 pounds) than women who receive continuous prenatal care which begins
early in their pregnancies. According to the National Center for Health Statistics, about 75
percent of the babizs bczn in this country are born to mothers who received prenatal care that
began in the firct 3 months of pregnancy. This proportion has been relatively stable since
1979.

Low bitthweight is a leading contributor to poor pregnancy outcomes including infant death
and disability in infants who survive. About 7 percent of all infants born in the U.S. are of low
birthweight. Several studies have shown that the cost of prenatal care is considerably less
than the cost of caring for low birthweight infant. The Health Insurance Association of
America reported that the average daily cost of care in a neonatal intensive care unit was $985
in 1989. In 1985, the Office of Technology Assessment estimated that $14,000 to $30,000 could
be saved for every low birthweight birth averted.

The Department of Health and Human Services recommends that young children be
vaccinated against 8 diseases between ages 2 months and 2 years. Among children entering
school or enrolled in licensed child care centers, 95 percent or more are fully immunized.
Estimated immunization rates drop to 70 percent for children under age 2 and may be under .2
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50 percent among minority preschoolers residing in urban areas. After reaching a record low
of 1,497 reported cases in 1983, the incidence of measles increased sharply in the U.S. to 25,000
reported cases in 1990 when measles accounted for 61 deaths. Cases of mumps and whooping
cough reported in 1990 exceeded the numbers reported for theee diseases in 1983.

Some experts cite financial and organizational barriers to access to immunization services.
Since 1982, the cost of a full childhood immunization series in public clinic has increased
from about Ell to over $90 per child. Public health officials do not have registries or tracking
systems with which to monitor whether a child has received the recommended immunizations.
Federal projects that address childhood immunization rates include subsidized purchase of
vaccines and funded demonstration projects for improving vaccine coverage levels among
preschool children.

Children who have a regular source of health care are more likely to receive primary and
preventive health care as recommended by the American Academy of Pediatrics. Through
regular medical visits, some problems can be detected and treated early and some complications
of illness can be prevented. Health insurance coverage is an important factor in access to
regular care. In 1990, 83 million children, 13 percent of all children under age 18, accounted
for nearly one-fourth of this country's uninsured population. The 1988 National Health
Interview Survey on Child Health showed that children in families with health insurance
coverage and higher incomes are more likely to have regular source of care than uninsured
and poor children. The survey also showed that poor children are more likely to receive
routine care in hospital or community clinics that in physicians' offices. The difference in
source of care may reflect the relative shortage of physicians in inner city and some rural
areas.

Numerous Federal grant programs help State, local and private nonprofit agencies to
provide health care for children. The largest of these are Medicaid, the joint Federal/State
program authorized under title XIX of the Social Security Act; nutrition programs under the
Child Nutrition Act of 1966; the Maternal and Child Health Services Block Grant program
authorized under title V of the Social Security Act; and the health centers that receive grants
under the Public Health Service Act (PHSA). The PHSA also includes programs for lead
poisoning prevention. The Administration's Healthy Start initiative funds projects to reduce
infant mortality in 15 communities. A refundable tax credit helps low-income families
purchase health insurance coverage for their children. Many other federally funded programs
and demonstration projects provide services for improving children's health. Eligibility for
some programs is restricted to low-income persons and families. Programs that do not have
this explicit restriction may reach large numbers of low income children because they are
directed to low-income communities or other areas in which access is limited. For many
programs there is coordination at State and local levels for eligibility determination and
referral to necessary services.
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Health Care Fact Sheet: Mental Illness In The U.S.
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Nearly one in three Americans will experience a mental disorder during his
or her lifetime. Mental disorders can strike cruelly, producing hallucinations,
paranoia, depression, panic, and obsessions. Some people with serious mental
illnesses (SMD experience moderate problems of recent origin that never recur.
Others have severe problems that continue over a long period of time. The SMI
population is heterogeneous grOup with different diagnoses, levels of disability,
and duration of disability, and therefore, different needs. Because of these
disorders, many individuals are unable to complete their education, maintain
employment, or lead productive lives. The realities of mental disorders--
symptoms, prevalence, and costscletnand the attention of those involved in the
development and planning of necessary health, mental health, social services,
housing, and disability policy.

A September 1992 survey from the Centers for Disease Control and
National Center for Health Statistics indicates that there are approximately 3.3
million persons 18 years of age or older in the civilian noninstitutionalized
population of the U.S. who had a serious mental illness in the 12 months
preceding the survey. Approximately 2.6 million of these adults are limited by
their disorder in work, school, personal care, social functioning, concentrating,
and coping with day-to-day stress.

Serious Mental Illness (Shil) in the U.S.

Age

Adults with SM1 Adults limited by SM1

Thousands Percent Thouaands Percent

18-24 361 11 1 291 11.3

25-34 707 21.7 501 19 5

35-44 744 22.8 600 23 3

45-64 919 28.2 719 29 1

65-69 142 4 4 99 3 9

70-74 102 9.1 82 9.2

75+ 288 8.8 249 9.7

Total 3.264 100 0 2,571 100 0

4ifti
Source: Centers for Thaw. Control/National Canter for Health Statistics.
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Approximately 77 percent of people with SMI saw a mental health
professional in the year preceding the survey. Among those who did not see a
mental health professional for their disorder, most had seen a doctor or other
health professional. Many in the SMI population use prescription drugs as
treatment for their illneses. Nearly 68 percent of the SMI population who saw
a doctor for their disorder used prescription medication in the year preceding the
eurvey. Almost one-half of the people using prescription medication for mental
disorders used more than one drug.

Serious mental illnesses
comprise a wide range of disorders
including psychoses, neuroses,
schizophrenia, personality disorders,
organic brain syndrome, depression,
and others. The prevalence of
mental disorders is high. Over 8
percent of Americans will experience
a depressive illness in their lifetime.
Almost 15 percent will be diagnosed
with an anxiety disorder such as
panic disorder or obsessive-
compulsive disorder. Approximately
1.1 to 2.4 million Americans
currently suffer from persistent
and severely disabling mental
disorder such AS schizophrenia or
bipolar disorder (formerly manic
depressive illness).

The high prevalence of SMI
places great demand on medical
services. It also results in great costs
to society. Estimates published by
the Alcohol, Drug Abuse and Mental
Health Administration of the
Department of Health and Human
Services found that mental illness
posed an estimated $129.3 billion
cost to the United States in 1988.
Approximately 40 percent of that
cost $51.4 billion arose from
treatment costs. Approximately 44
percent of the cost of mental
disorders to the United States-657.1
billionwas derived from lost
productivity. The psychological and
social tolls on the lives of people
affected by mental disorders are not
quantifiable.

Prevalence of Mental Disorders
Among Adults

Disorder (%)

Schizophrenia 1.5

Depressive disorders 8.3
Major depression 5.9

Anxiety disorders 14.6

Obsessive-compulsive
disorder 2.5

Source: Estimating the
Prevalence of Mental Disorders in
U.S. Adults from the Epidemiologic
Catchment Area Study, Bourdon et
al. National Institute of Mental
Health, 1992.

Projected 1988 Costs of Serious
Mental Illness

(in millions of $$)

Treatment $ 51,423
Support (research,
training) 3,966

Morbidity (value of lost
output) 57,026
Mortality (loss of
earnings due to
premature death)
Other
Total

11,011

5,838

$129,264

Source: The Economic Costs of
Alcohol and Drug Abuse and Mental
Illness: 1985. ADAMHA, 1990.
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Health Insurance

SUMMARY

In the 103rd Congress, widespread
attention is being given to legislative alter-
natives for expanding access to health
insurance. Central to the debate is the
issue of how to expand seems for America's
estimated 35.4 million uninsund and large
number of underinsured without fueling
inflation in health care costs and do so at a
time when significant new Federal or State
spending is viewed by many as unlikely.
While there is growing ..wnsensus in Con-
gress that lack of access to adequate health
insurance is a problem, there is little agree-
ment on what, if anything, to do about it.

Some in Congress believe, for example,
that the Nation can only afford gradual
steps toward improving health insurance
coverage, through such approaches as
reform of the private health insurance
market, or coverage of specific populations,
such as infants and pregnant women.
Others believe that the only way to address
the problems of health care access and
escalating costs is by enacting comprehen-
sive reform, and establishing a program of
health insurance coverage for all that incor-
porates effective cost controls. Whatever
approach is pursued is likely to have signif-
icant effects on individuals, businesses,
government, and providers and suppliers of
health care, making agreement on any one
or a combination of legislative proposals
difficult.

Generally, the uninsured are young
(under age 24); they are poor; and they
have ties to the work force (primarily in
small firms, in industries with seasonal or
temporary employment, and in firms with a
lower skilled or less unionized work force).
There is evidence that the uninsured popu-
lation grew in the last decade. Insurance

status has implications for access to health
services: the uninsured use fewer health
care services and have poorer health status
than the insured.

Proposals likely to be considered in the
103rd Congress incorporate widely different
approaches to expanding access to health
insurance, including providing tax incen-
tives to provide coverage privately; mandat-
ing employers to extend health insurance
benefits to uncovered or underinsured
groups; and instituting a national health
insurance system. President Clinton en-
dorsed an employer-based approach during
the 1992 campaign. He has appointed a
task force that is scheduled to develop a
health care reform proposal by May 1993.

One factor that may complicate a rolu-
tion to access problems is the rising cost of
health care. Over the past 10 years, health
care spending has grown faster than spend-
ing in the general economy. Many believe
that without major changes, the trend in
spending will continue. The numbers of
uninsured and underinsured individuals
could increase as rising health care costs
make it more expensive for individuals and
employers to purchase coverage. Any at-
tempt to expand access to health insurance
may therefore need to address the factors
fueling health care inflation. Proposals to
control health care costs are incorporated in
many access proposals and reflect varied
strategies such as administrative reform,
encouragement of managed care, and na-
tional expenditure limits enforced through
controls on provider prices or insurers'
premium rates or both.

Reprinted from Health Insurance: Issue Brief, by Mark Merlis.
Congressional Research Service, Updated Regularly. 11 p.

Washington,

Congressional Respearch Service The Library of Congress
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BACKGROUND AND ANAIMIEI

The Uninsured
According to a Congressional Research Service analysis of the Census Bureau's March

1992 Current Population Survey (CPS), in 1991 most individuals (68%) obtained insurance
coverage through their own or a family member's employment. Others received coverage
through public programs such as Medicare (11%) or Medicaid (8%) and 9% received coverage
from individually purchased policies, CHAMPUS or other sources.

An estimated 35.4 million Americans (14%) were without any form of health insurance
coverage in 1991. Nearly all the uninsured are under 65, with the greatest concentration
among children and young adults. The following discussion examines the characteristics of the
uninsured, some possible explanations for recent declines in coverage, and the impact of lack
of coverage on access to care. (For further information on the uninsured, see CRS Report 92-
432 EPW, Health Insurance Coveruge: Characteristics of the Insured and Uninsured
Populations in 199(1)

Characteristics of the Uninsured

Age. Because most senior citizens have Medicare or other retirement health benefits,
nearly all the uninsured are under 65, with the greatest concentration among children and
young adults. Of than under 18, 13% are without coverage; children make up nearly one-
quarter of the total uninsured population. However, the rate of uninsurance peaks in the 18-
24 age group; 27% of young adults are without coverage. The uninsured in this age group are
often too old to be covered as dependents on their parents' policies. Those in poor families are
no longer counted as part of their parents' household and may therefore be ineligible for
Medicaid. Those working may be in entry-level jobs that do not provide coverage. Some of the
younger uninsured may also fail to obtain insurance that is available to them, because they do
not foresee the need for medical care. The rate of uninsurance declines steadily from ar: 25
on, chiefly because older workers are more likely to obtain coverage through their own
employment.

Employment Status. Of Americans with health insurance, 68% receive coverage
through their own employment or that of another family member. Among the uninsured in
1991, 84% had at least some ties to the work force. Nearly half were full-time workers or the
dependenta of such workers, but failed to obtain employment-based coverage. The uninsured
are concentrated in small firms, especially those with fewer than 25 employees, in industries

1
i.
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characterized by seasonal or temporary employment, and in those with a lower skilled or less
unionized work force. The industries with the lowest rates of coverage are agriculture,
personal services, entertainment and recreation, and retail trade.

Income. The uninsured are disproportionately poor. In 1991, 29% of the uninsured
had family incomes below 100% of the Federal poverty thresholds, and another 12% had
incomes between 100% and 133% of the poverty line. Medicaid is the major source of coverage
for the low-income population. However, the maximum allowable income under Medicaid for
most types of persons is below the poverty line. Also, Medicaid has 'categorical' limits: some
persons, such u single adults and childless couples who are neither aged nor disabled, cannot
qualify regardless of income. As a result,'Medicaid covered only 47% of persons in poverty in
1991.

Trends in Insurance Coverage

Changes in the uninsured population over time are difficult to measure because of
changes in standard surveys and other data problems. However, there is evidence that the
proportion of the population that is uninsured rose during the early and mid-1980s. Growth
in the uninsured may have occurred for several reasons. First, although the proportion of the
population in the work force has been growing, the percent receiving health benefits has been
dropping. Some analysts attribute this trend to shifts in employment. Many of the new jobs
created in the last decade have been in the service and other nonmanufacturing industries, the
sectors least likely to provide coverage. However, this factor accounts for only a small part of
the growth in the uninsured.

Second, the proportion of the population receiving coverage through another family
member's employment has been dropping. Several factors have contributed to this decline.
As coverage of primary workers has dropped, so too has coverage of their dependents. Also,
growing numbers of workers appear to be electing coverage for themselves but not for their
dependents. In 1990, workers who were themselves covered through employment failed to
cover their spouses in about 6% of the cases; about 8% of the children of insured workers did
not receive employment-based coverage. In 1980, wholly employer-paid coverage for individuals
was available to 72% of employees in medium- and large-size firms, and fully paid family
coverage to 51% of employeem. By 1991, wholly-paid individual coverage was available to 45%
of workers, and wholly-paid family coverage to 23%. Changes have also occurred in family
structure; there are more households with older children or unrelated individuals. Such family
units are less likely to meet the definitions in insurance coverage rules.

Third, coverage from nonemployment sources declined, particularly Medicaid coverage.
Welfare and Medicaid eligibility standards failed to keep pace with inflation; while the absolute
number of people in poverty Was rising, the number of people receiving Medicaid stayed
relatively flat for a decade. Recent changes in the Medicaid program, such as initiatives to
cover more pregnant women and children, appear to have reversed this trend. However, the
full impact of these changes is not yet known.

Implications for Access

Insurance status has implications for access to health services. The uninsured use
fewer health care services and have poorer health status than the insured population. The
uninsured are more likely to delay seeking care; when they finally seek care, the ailment may
be more serious and costly to treat. The uninsured also rely more on emergency rooms for
basic services.

CRS-2
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While the uninsured use comparatively fewer services, they nevertheless generally do
receive health care. Some of the uninsured pay for these services out-of-pocket; some receive
care from clinics and facilities that receive public subsidies; and some get it from providers who
are subsidizing the care through increased charges to their paying customers. For example,
hospitals recorded about ;12.1 billion in free care and bad debt for 1990. Much of that
uncompensated care was financed by increased charges to patients with insurance.

A problem facing the uninsured is that the sources of subsidized care may be
dwindling. Increasing pressures on hospitals to negotiate rates and new methods of
reimbursement are making it difficult for hospitals to make up their uncompensated care costs
by raising their charges to insurers or other third-party payers. Hospitals' reduced profit
margins and constraints on public funding are also limiting the dollars to finance
uncompensated care. If these trends continue, the access problems of the uninsured could grow
more severe. The problem may be exacerbated by uncontrolled growth in health care costs.
It is relatively easy to provide care when it is inexpensive, but harder to do so when that care
becomes a major cost.

Policy Options for the Uninsured

As noted earlier, while most Members of Congress agree that improving access to
health insurance is a problem, there appears to be no consensus on what, if anything, to do
about the problem at the Federal level. Some in Congress, for example, want to take various
steps toward improving health insurance coverage through tax incentives for small businesses,
reform of the private health insurance market, and/or coverage of targeted populations, such
aa infants and pregnant women. Others believe that the only way to address the problems of
health care access and escalating costs is by enacting comprehensive reform, including a
program providing universal health insurance and significant controls on health care costs.
Any significant legislation that is enacted is likely to have significant effects on individuals,
businesses, government, and providers and suppliers of health care, making agreement on any
one or even combination of leeslative proposals difficult.

Over 100 health care reform proposals were introduced in the 102nd Congress. They
incorporated widely different approaches to expanding access to health insurance, including
expanding health insurance coverage through Medicaid; providing tax incentives to provide
coverage privately; mandating employers to extend health insurance benefits to uncovered or
underinsured groups; and instituting a national health insurance system. Only one
comprehensive proposal received committee action. This was the HealthAmerica bill (S. 1227)
introduced by Senator Mitchell and based largely on the 1990 recommendations of the U.S.
Bipartisan Commission on Comprehensive Health Care ("the Pepper Commission"). S. 1227
provided for universal health insurance coverage accomplizhed through a phased-in
requirement on employers to provide or pay for health insurance (the so-called "play-or-pay'
approach) and the creation of a public program to cover those not insured through the
workplace. An amended version of this bill was ordered reported by the Senate Committee on
Labor and Human Resources.

More limited, incremental proposals made somewhat greater progress. Senator
Bentsen's proposal to regulate insurance underwriting and rating practices iii the sthall group
market (S. 18721 was included, with mbaifiCations, in the Senate amendment to H.R. 4210, the
Tax Fairness and Economic Growth Act of 1992, and again in the Senate amendment to H.R.
11, the Revenue Act of 1992. However, the health insurance provisions were dropped in
conference on both bills. The Health Subcommittee of the House Committee on Ways and
Means ordered reported H. 5502 (Representative Stark), which includes regulation of insurers
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and a significant expansion of Medicaid coverage. The bill also established a national health
budget and a Federal system for setting the rates to be paid to medical care providers by all
insurers and other payers. It has been reintroduced, ith modifications, as all 200 in the
103rd Congress.

President Clinton has appointed an interdepartmental task force that is scheduled to
develop a health care reform proposal by May 1993. The plan offered by the President during
the 1992 campaign would require that all employers provide health insurance coverage; some
form of financial assistance would be available to small firms as. well as to uninsured
individuals without employment ties. The plan would use a managed competition approach,
under which individuals and small groups would obtain coverage through purchasing
cooperatives, along with some form of spending limits. It is not yet certain whether the task
force's proposal will retain the basic outlines of this plan.

The remainder of this section focuses on the major options considered by the 102nd
Congreu and likely to be reintroduced in the 103rd Congress, including both comprehensive
proposals and more limited approaches.

Universal Public Coverage

The most sweeping health insurance reform proposals would replace some or all
existing public and private coverage with a comprehensive public program. These proposals
take a number of different forms. "Single payer* plans would enroll all U.S. residents (or
sometimes all but those receiving Medicare) in a single publicly funded program, replacing the
multiple payers of the current system. Some proposals would establish such a program at the
Federal level, while others would create State-administered programs with Federal funding.
(Under some proposals, all insurance would be publicly funded, but States could give their
residents a choice among private contracting plans.) "Medicare for all" proposals would
extend the current Medicare program for the aged and disabled to cover the entire population.
The major difference between this approach and the single-payer option is that Medicare
benefits are less comprehensive than those included in the single-payer bills. This means that
there would still be a role for private insurance in selling supplemental policies; in addition,
Medicaid would still be needed to furnish supplemental coverage for the poor. A third
universal coverage model a national health service like the British National Health Service
in which the Government both finances and furnishes health care services - ;las also been
proposed.

A number of States (among them Florida, Hawaii, Massachusetts, Minnesota, Oregon,
and Vermont) are implementing or considering their own universal coverage plans. Some
proposals would change Federal law to facilitate State action. Current Federal spending on
Medicare and Medicaid for State residents could be turned over for use in the State's own
system. In addition, States could be permitted to regulate self-insured employer health plans
(such regulation is currently preempted by the Employee Retirement Income Security Act of
1974, ERISA). Legislation could provide an open-ended authority for State systems or could
create limited demonstrations.

Employer-Based Plans

Many proposals, instead of establishing universal coverage through a public program,
would build on the current system, under which most people obtain health insurance through
employment Under this approach, employers would be expected to furnish or help pay for
coverage for their workers and dependents; most proposals also include expansion of Medicaid
or a new public program for persons not obtaining coverage through employers. Under play
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or pay proposals, employers would provide coverage or contribute a fixed percentage of payroll
towards the coot of covering their workers in a public plan. This was the approach
recommended by the Pepper Commission. In the 102nd Congress, the Senate Labor and
Human RA:sources Committee ordered reported an amended version of S. 1227, Senator
Mitchell's play or pay proposal. One bill in the 103rd Congress, H.R. 727 (Matsui) would use

play or pay approach to cover pregnant women and children only).

Other propceals would mandate that employers furnish coverage, without providing
the alternative of a payroll tax.. This was the approach suggested by President Clinton during
the 1992 campaign; some form of targeted assistance would have been available for employers
who could not afford to provide coverage. Another option would simply require that employers
offer coverage: that is, make a group plan available to their employees but not contribute to
the premiums. In the 103rd Congress, this approach is included in H.R. 30 (Grandy); it is also
a part of the Conaervative Democratic Forum proposal introduced by Representative Cooper
in the 102nd Congress.

Market Reform

Some individuals or employers may wish to purchase insurance coverage but find it
unaffordable or unavailable because of characteristics of the private insurance market or other
factors. The final set of options would peek to make coverage more accessible or affordable.
These include the following.

Regulation of insurance underwriting practices, under which purchasers expected
to incur high medical costs may be refused coverage, receive coverage subject to
exclusion of payment for 'preexisting conditions," or be charged higher rates than
other applicants. Numerous proposals in the 103rd Congress would modify rating
and underwriting practices of health insurers. These include H.R. 30, H.R. 101,
H.R. 150, H.R. 191, RR. 196, H.R. 200, H.R. 727, and S. 18.

Promotion of group purchasing arrangements, under which small employers
would join together to buy insurance, potentially increasing their bargaining
power and achieving economies of scale in plan administration. This approach is
included in such bills as H.R. 101, H.R. 196, H.R. 200, S. 18, and S. 223. Some
"managed competition' proposals (see below) would require, rather than simply
encourage, small employers to obtain coverage through State-established health
insurance purchasing cooperatives (H1PCs), which would seek to contract with
cost-effective ineurance plans.

Federal preemption of State mandated benefit laws. These laws, which require
insurance policies to include specific types of coverage regardless of whether the
purchaser desires the coverage, are alleged to increase the price of ineurance.
Overrides are included in most universal coverage proposals, which would replace
State mandates with a Federal minimum benefit; partial overrides are also
included in the insurance regulation proposals.

Encouraging States or private insurers to develop "reinsurance" pooling
mechanisms to spread the risks of high-cost cases. RR. 101 would provide for a
Federal reinsurance system in States that do not develop their own systems.
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Tax System Options

Federal tax law might be modified in a variety of ways to help more individual,
purchase health inaurance or to encourage more employers to provide group health plans.
Some options being considered by Congress to encourage individuals to purchase coverage
include: (1) liberalizing the deduction for health care coats, currently available only for costa
in excess of 7.5% of adjuated gross income (see H.R. 403); (2) providing a refundable tax credit
(much like the earned income tax credit) to low-income families to subsidize the cost of health
insurance (see, for example, Hit. 196, S. 28, and S. 223); and (3) creatinga voucher program
using the Federal tax system to subsidize the purchase of health insurance by low-income
families. This approach was included in President Bush's health plan.

A limited health insurance tax credit was created by the Omnibus Budget
Reconciliation Act of 1990 (PL. 101-508). Under the new law, a refundable tax credit is
available to taxpayers for qualified health insurance expenses that include coverage for a
qualifying child. Qualified health insurance expenses for which the credit is available are the
premiums paid during the taxable year for health insurance coverage for children who meet
certain eligibility criteria (generally the same as for the Earned Income Tax Credit). For 1992,
the maximum health credit i. $451.

A new tax system approach embodied in a number of proposals is the establishment
of medical savings accounts (MSAs). Individual and/or employer contributions to these
accounts would be excluded from income, and withdrawals to pay for medical care would also
be tax-exempt. Current employer health plans might be replaced by a combination of an MSA
and a limited, catastrophic health insurance plan. For example, employees might pay for the
first $3,000 of medical expenses using the MSA, after which the insurance plan would be liable.
Proponents contend that this would make consumers more cost-conscious while preserving
catastrophic protection. MSAs are included in H.R. 101, H.R. 150, and RR. 192.

One tax issue that has received considerable attention is the treatment of health
insurance coats for the self-employed. Self-employed workers, those in unincorporated sole
proprietorships or partnerships, may deduct the full coat of contributions to health plans for
their employees but only. a part of the cost of coverage for themselves and their families. The
Tax Reform Act of 1986 established a time-limited 25% health insurance deduction for theself-
employed. This deduction has repeatedly been extended; most recently, the Tax Extension Act
of 1991 (P.L. 102-227) continued the 25% deduction through June 30, 1992. As passed by the
Congress, Hit. 11, the Revenue Act of 1992, would have extended the deduction through June
30, 1993. However, this legislation was pocket vetoed. Many of the comprehensive health
insurance proposals in the 103rd Congress, as well as several free-standing bills, would increase
the deduction to 100% and make it permanent.

Expanded Public Programs

Existing Government insurance programs, such as Medicare and Medicaid, could be
expanded to reach a larger population. In addition to the 'Medicare for all- plans, some
proposals would expand Medicare less dramatically, by eliminating the current 24-month
waiting period for benefits for some or all of the disabled, permitting early retirees to obtain
Medicare coverage, or allowing unemployed workers to purchase Medicare. There are also
proposals for further expansion of Medicaid, the Federal-State program for certain groups of
low-income persons. In recent years, Congress has steadily expanded Medicaid eligibility for
pregnant women and young children. Several proposals would further expand coverage by
raising financial eligibility standards (H.R.. 200) or eliminating the categorical limit, that
restrict Medicaid eligibility to the aged, disabled, and families with children (H.R. 191). H.R.
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196 would create a new, Medicaid-like program that could, at a State's optiOn, cover individuals
up to 200% of the Federal poverty level. Medicaid expansions are also included in many of the
employer-based proposals discussed earlier, in order to reach persons not covered through

employment.

Health Care Costs and Cost Containment

The United States spends more per capita, and a greater prciportion of its gross
domestic product (GDP), on medical care than any other nation. U.S. health expenditures in
15 V reached $675 billion, 12.4% of GDP, as compared to 9.0% in Canada, 8.1% in Germany,
61 e in Japan, and 6.1% in the United Kingdom. All of these countries haveuniversal health
insurance coverage and perform at least as w. 11 as the United States on standard measures of
health care outcomes, such as life expectancy or infant mortality rates. There is also concern
about the rate of growth in health care expenditures. Inflation in the U.S. medical sector has
outpaced inflation in the rest of the economy for many years; national health spending grew
an estimated 11.5% from 1991 to 1992 and is projected to grow another 12.1% in 1993,
reaching a total of $940 billion. The growth in employers' health insurance costs has been
even more dramatic. One recent survey of medium and large employers found that the average
premium for health benefits for a single employee rose 108% between 1987 and 1992, or about
16% a year.

Many observers view the high cost of health care as a major barrier to expanded access
to care for the uninsured, and there are concerns that continued inflationcould either damage
the competitiveness of employers who offer health benefits or lead some of those employers to
reduce or eliminate benefits, further eroding access to care. For all these reasons, there is
strong congressional interest in controlling health care costs, both in public programs and in
the private sector. Current legislative proposals may be divided among those that focus on
reducing unnecessary use of services and those that focus on how services are paid for. Some
of these proposals are included in broader health reform bills intended to address, both access
and cost, while others have been introduced separately.

Insurance companies and public programs like Medicare and Medicaid have attempted
to control medical utilization directly for many years, using outside reviewers tomonitor the
appropriateness of medical services. However, medical care is still very subjective. Outside
reviewers may lack a firm basis on which to override the judgments of a patient's physician,
and much of the variation in the way physicians practice (such as surgery rates) may be
traceable to uncertainty or disagreement about what really works. In response, the 101st
Congress created the Agency for Health Care Policy and Research, to perform systematic
studies of how well different ways of treating a given disease or condition work. Several health
insurance proposals would expand this initiative. Congress is also considering measures to
address a second issue closely tied to that of utilization control: malpractice reform. The
practice of -defensive medicine; performing additional tests or services in response to concerns
about potential malpractice liability, is often cited as an important source of unnecessary
medical care utilization. Some propoaals, such as tort reforms, are aimed chiefly at limiting
the size of awards to plaintiffs, while others focus on simplifying the process for adjudicating
malpractice complaints. Among the bills that address one or both of these areas are H.R. 101,

H.R. 150, H.R. 191, H.R. 196, and S. 223.

Another major option is reimbursement reform, changing the way hospitals and
doctors are paid for their services. Medicare has led the way in this area, with its prospective
payment system for hospitals (under which hospitals receive a predetermined fee for each
patient) and its new fee schedule for physician services. Some health insurance proposals
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would give private insurers the option of paying at Medicare rates; providers would be required
to accept these amounts as payment in full. Under other proposals, all public and private
insurers would pay the same rates. H.R. 200 would establish a national provider rate-setting
system, with rates for all payers set using Medicare-like methods. Rates would be set at levels
designed to comply with a national health budget, an overall limit on the growth in health care
spending.

The eingle-payer proposals described earlier would also use price controls to limit
health spending. In addition, their proponents argue that a single-payer system could reduce
the administrative costs of insurance and also of health care providers, who must now deal
with the differing demands of a variety of public and private insurers in order to obtain
payment. Other proposals seek to achieve similar savings in the context of a multi-payer
system. For example, a number of bine would promote the adoption of uniform claim forms
and "smart cards," health insurance identification cards that would carry electronically readable
coverage information and perhaps medical data about the cardholder.

Finally, many insurance proposals emphasize 'managed care." The prototype for
managed care is the health maintenance organization (HMO). Unlike other insurers, HMOs
directly provide or arrange for health services, through affiliated physicians, hospitals, and
other providers; the }IMO can thus control an enrollee's medical care, and may be able to
provide that care with greater efficiency. Recently insurers have developed other plans that
are somewhat less restrictive but still seek to manage overall patient care. Several bills would
override State laws that may inhibit the development of managed-care programs; these include
H.R. 101, H.R. 150, H.R. 196, and S. 18.

Several proposals, notably that of the Conservative Democratic Forum, would develop
structured systems for "managed competition.' Employers or other purchasers of health
insurance would be grouped together in cooperative buying arrangements. Individuals
participating in the arrangement would have a choice among different health care plans and
would be given a financial incentive to select the least costly plan (in theory, the most
efficient). The plan put forward by President Clinton during the 1992 campaign included a
similar proposal, but also would have provided for a health budget and possibly premium limits
as a backup cost containment approach.

LEGISLATION

H.R. 16 (Dingell)
National Health Insurance Act. Provides health insurance coverage for most U.S.

residents; replaces all insurance except Medicare. States and localities would administer plans
with Federal assistance. Introduced Jan. 5, 1993; referred to Committees on Energy and
Commerce and Ways and Means.

H.R. 30 (Grandy)
Universal Health Benefits Empowerment and Partnership Act of 1993. Requires most

employers to offer (but not pay for) a group health plan. Assists States to develop plans for
persor t eligible for employer group coverage. Preempts State mandates; extends self-
emplo .eduction. Also includes administrative simplification and development of
comparative value information programs. Introduced Jan. 5, 1993; referred to Committees on
Education and Labor, Energy and Commerce, and Ways and Means.
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H.R. 101 (Michel)
Action Now Health Care Reform Act of 1993. Regulates rating and underwriting

practices in the small group market and limits use of preexisting condition exclusions.
Establishes Federal or State reinsurance programs for small group carriers. Preempts State
benefit mandates for small employer purchasing groups and preempts-anti-managed care laws.
Expands self-employed deduction. Aliows tax-free employer contributions to MSAs. Also
includes: administzitive simplification, malpractice reform, expansion of Public Health Service
programs, rural health provisions, flexibility for States in administration of Medicaid, and
changes in antitrust law. Introduced Jan. 5, 1993; referred to Committees on Ways and Means,
Energy and Commerce, Judiciary, and Education and Labor.

H.R. 150 (Hastert)
Health Care Choice and Access Improvement Act of 1993. Allows tax deduction for

contributions to MSAs and for premiums for a catastrophic health insurance policy. Regulates
rating and underwriting practices in the small group market. Expands self-employed
deduction; preempts State anti-managed care laws. Also includes administrative simplification,
malpractice reform, and provisions related to long-term care insurance. Introduced Jan. 5,
1993; referred to Committees on Ways and Means, Energy and Commerce, and Judiciary.

H.R. 191 (Gekas)
American Consumers Health Care Reform Act of 1993. Makes Medicaid acute care

fully Federal and extends eligibility to all persons up to 100% of poverty; turns long-term care
over to States. Taxes employer health benefits in excess of a minimum benefit package;
expands self-employed deduction. Authorizes demonstrations of universal care plans. Also
includes market reform, malpractice reform, and access measures. Introduced Jan. 5, 1993;
referred to Committees on Ways and Means, Energy and Commerce, Education and Labor,
Judiciary, and Rules.

H.R. 192 (Gunderson)
Farm and Rural Medical Equity Reform Act of 1993. Allows tax deduction for

contributions to MSAs and for premiums for a catastrophic health insurance policy. Limits
use of preexisting condition exclusions. Also includes administrative simplification and
provisions related to rural health services. Introduced Jan. 5, 1993; referred to Committees
on Ways and Means and Energy and Commerce.

H.R. 196 (Houghton)
Health Equity and Access Improvement Act of 1993. Establishes Federal/State

BasiCare program to cover (at State option) persons up to 200% of poverty. Regulates
insurance underwriting and rating practices in the small group market and limits use of
preexisting condition exclusions in all employer plans. Preempts State mandated benefit laws
and anti-managed care laws. Creates refundable health insurance tax credit and makes
insurance fully deductible for individuals. Also includes malpractice reform, expansions of
public health programs, and provisions related to long-term care insurance. Introduced Jan.
5, 1993; referred tr Committees on Ways and Means, Energy and Commerce, and Judiciary.

H.R. 200 (Stark)
Health Care Cost Containment and Reform Act of 1993. Establishes national health

budget and Federal all-payer rate-setting system based on Medicare methods; permits States
to develop alternative systems. Establishes voluntary insurance plan for children, financed
through premium payments. Phases in expansion of Medicaid to cover all persons below 133%
of poverty and pregnant women and children below 200% of poverty. Establishes health plan
purchasing cooperatives (pooled purchasing arrangements for small employers) and national
outcome reporting system. Expands Medicare benefits. Expands self-employed deduction.
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Regulates rating and underwriting practices and limits use of pre-existing condition exclusions
for all group plans. Also includes administrative simplification, uniform data reporting, and
health care fraud control. Introduced Jan. 5, 1993; referred to Committees on Ways and
Means, Energy and Commerce, and Education and Labor.

H.R. 403 (Solomon)
Permits tax deduction for up to $3,000 in health insurance premiums without regard

to current requirement that medical expenses are deductible only when they exceed 7.5% of
adjusted grou income. Introduced Jan. 5, 1993; referred to Committee on Ways and Means.

H.R. 727 (Matsui)
Requires employers to provide coverage to workers and dependents who are pregnant

women or children. Establishes federally funded, State administered health plans for pregnant
women and children without employer coverage. Also includes small group market reforms.
Introduced Feb. 3, 1993; referred to Committees on Ways and Means, Energy and Commerce,
and Education and Labor.

S. 18 (Specter)
Comprehensive Health Care Act of 1993. Regulates rating and underwriting practices

in small group market. Preempts State mandates for employers in small employer purchasing
groups and preempts anti-managed care laws. Expands self-employed deduction. Establishes
commission to study health expenditure targets. Also includes provisions related to public
health programs, patient self-determination, and long-term care insurance. Introduced Jan.
21, 1993; referred to Committee on Finance.

S. 28 (McCain)
Children's Health Care Improvement Act of 1993. Establishes refundable tax credit

for health insurance expenses of children in families below 200% of poverty; the credit may be
used only for school-based insurance programs established by States and localities. Also
includes modifications to Public Health Service maternal and child health-related programs.
Introduced Jan. 21, 1993; referred to Committee on Finance.

S. 223 (Cohen)
Comprehensive Health Care Act of 1991. Establishes system of voluntary health plan

purchasing cooperatives for small employers, along with Federal certification of accountable
health plans (AHPs) meeting reporting standards and furnishing uniform benefits set by a
Federal board. Preempts State laws for AHPs; taxes employer health plan contributions in
excess of lowest-priced AHP in the area. Provides refundable tax credit for individuals
purchasing AHP coverage. Increases self-employed deduction. Also includes malpractice
reform, access and antitrust provisions, and prescription drug coat containment. Introduced
Jan. 27, 1993; referred to Committee on Finance.

CONGRESSIONAL HEARINGS, REPORTS. AND DOCUMENTS

U.S. Bipartisan Commission on Comprehensive Health Care (The Pepper Commission).
A Call for Action. Washington. Sep. 1990. 2 v., Final Report (S.Prt. 101-114) and
Supplement (S.Prt. 101-115).

U.S. Congress. House. Committee on Ways and Means. Health Care Resource Book.
Prepared by the Congressional Research Service and the Congressional Budget Office.
Washington. Apr. 16, 1991. Ways and Means Committee Print 102-8.

Subcommittee on Health. Private Health Insurance: Options for Reform. Prepared
by the Congressional Research Service. Washington. Sep. 20, 1990. Ways and Means
Committee Print 101-35.
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Reprinted from Health Insurance Coverage in the United States: Sources,
Characteristics, and Trends, by Madeleine T. Smith, Beth C. Fuchs, and

Janet P. Lundy. Washington, Congressional Research Service, 1992. p. 1-9.

HEALTH INSURANCE COVERAGE IN THE UNITED STATES:
SOURCES, CHARACTERISTICS, AND 'TRENDS

INTRODUCTIONAND DETAILED SUMMARY

Not since the 1970. has so much congressional attention been given to the
issues of health care costa and access to coverage. By the end of the 102nd
Congress, over 100 bills had been introduced in the House and Senate that
would in one way or another provide for expanded financial access to health care
and/or seek controls on the cost of health care. One of the factors fueling this
interett is the statistical profile of inaurance coverage in this country. These
statistics have been used to define and pinpoint the problems, and have become
an integral part of arguments for and against specific policy solutions.

This Congressional Research Service (CRS) report providing statistical data
and profiling health insurance coverage in the United States was written in
response to requests from committees of the Congress to aid in their health care
reform deliberations. The requesting House committees included: the Ways and
Means Committee's Subcommittee on Health, the Energy and Commerce
Committee and ita Subcommittee on Health and the Environment, and the
Education and Labor Committee. From the Senate, CRS received requests from
the Committees on Finance, and Libor and Human Resources.

The report is designed as a resource document, one which readers can turn
to for facts and statistics regarding insurance coverage.' Part I provides
information on public and private sources of health insurance coverage and
identifies the characterietics of those persons who have and do not have health
inaurance. Sources of health insurance are provided by age and other
demographic characteristics. More detailed information on coverage by age and
employment characteristics such as firm size, industry, and labor force
attachment, is presented for different types of insurance (i.e., employment based,
Medicare, Medicaid, and private individual (nongroup) coverage) and for the
uninsured. Retiree health coverage is also examined. In addition, an analysis
of trends in coverage is provided, looking especially at the issue of whether the
percentage of uninsured Americans is rising. The analysis in part I relies on
data from the Bureau of the Census, March 1992 Curren: Population Survey
(CI'S), as well as the CPS for prior years.

Part El provides information on the largest sources of coverage, private
health insurance, including individual as well ea employer-sponsored health
benefits. It begins with an overview of private health insurance, describing who
sells it, and the types of financing arrangements and policies available in the

'To assist readers, a complete list of tables and charts is included in the
beginning of this report.
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current market for groups and individuals. This is followed by a more detailed
look at employer-sponsored health insurance. It examines the characteristics of
employers that do and do not offer coverage, alternative sources of funding for
employer health plans, trends toward self-insurance, small employer pooling
arrangements, and flexible benefit plans. Information is also provided on the
regulation of employer-sponsored health plans. Part II includes a discussion of
individual health insurance, and ends with another source of largely private
coverage, State high risk ineurance pools.

Readers interested in issues such as the regulation of private health
insurance, and options for expanding access to coverage may wish to consult the
three-part series produced by CRS in 1988: Health Insurance and the
Uninsured: Background Data and Analysis; Insuring the Uninsured: Options
and Analysis; and Cost and Effects of Extending Health Insurance Coverage.'

DETAILED SUMMARY OF THE REPORT

Part I. Sources of Health Insurance Coverage

In 1991, 86 percent of the U.S. noninstitutionalized population had some
form of health insurance coverage, while 14 percent (an estimated 35.4 million
people) were without any form of coverage. The uninsured were often young
and poor, but many of them did have some tie to the labor force, frequently
through small firms. By contrast, only 1 percent of the elderly (age 65 and over)
were uninsured. Most people with health insurance had employment based
coverage (65 percent of the nonelderly), while others were covered under
government sponsored plans such as Medicare and Medicaid or nongroup
privately purchased health insurance. Between 1979 and 1991, the percent of
persons under age 65 who were uninsured increased approximately 4 percentage

2U.S. Congress. House. Committees on Education and Labor and Energy
and Commerce. Senate. Special Committee on Aging. Health Insurance and
the Uninsured: Background Data and Analysis. Prepared by the Congressional
Research Service, Library of Congress. Education and Labor Serial No. 100-Z,
Enerr, and Commerce No. 100-X, Special Committee on Aging No. 100-I.
Committee Print, 100th Cong., 2d Sess. Washington, GPO, May 1988; U.S.
Congress. House. Committees on Education and Labor and Energy and
Commerce. Senate. Special Committee on Aging. Insuring the Uninsured:
Options and Analysis. Prepared by the Congressional Research Service, Library
of Congress. Education and Lsbor Serial No. 100-DD, Energy and Commerce
No. 100-BB, Special Committee on Aging No. 100-0. Committee Print, 100th
Cong., 2d Sem Washington, GPO, Oct. 1988; U.S. Congress. House.
Committees on Education and Labor and Energy and Commerce. Senate.
Special Committee on Aging. Costs and Effects of Extending Health Insurance
Coverage. Prepared by the Congressional Research Service, Library of Congress.
Education and Labor Serial No. 100-EE, Energy and Commerce No. 100-C,
Special Committee on Aging No. 100-P. Committee Print, 100th Cong., 2d Sess.
Washington, GPO, Oct. 1988.
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points, while the percent with employment based coverage declined by about 6
percentage points.

Specifically, analysis of the health insurance status of the US.
noninstitutionalized population in 1991 shows the following:

Health Insurance Coverage and Population Characteristics

Whites were most likely to have health insurance (88 percent), while
Hispanics were least likely (67 percent).

Persons living in the Midweet and Northeast were more likely to have
health insurance (88 percent) than those living in the South and West
(80 and 82 percent, reepectively).

Sixty-eight percent of the poor were insured compared with 91 percent
of individuals with family income at least two times the poverty level.

Only 12 percent of the poor received health coverage through an
employer, while 51 percent had either Medicare or Medicaid.

Employment Based Coverage

Employment based coverage varied by labor force attachment Among
the nonelderly, about 80 percent of full year, full-time workers and
their dependents had employment based coverage, while 28 percent of
part year, part-time workers and 34 percent of their dependents had
employment based coverage.

Employment based coverage also varied by earning'. Among workers
under age 65, about 26 percent of thoske workers earning
approximately the minimum wage had employment based coverage,
compared to 62 percent of those earning between $9,000 and $19,999
and 87 percent of those earning $30,000 or more.

Over 90 percent of the spouses and children of workers with
employment based coverage also had this type of coverage. Still, 3
percent of spouses and children were uninsured, accounting for
approximately 7 percent of the uninsured population in 1991.

Employment based coverage varied by firm size and industry. About
85 percent of workers and dependents in large firms (1,000 or more
employees) had employment based coverage compared to 35 percent of
workers and their dependents in small firms (1-9 employees).
Approximately 90 percent of those working in public stIministration
had employment based coverage compared to 27 percent of those
working in agriculturefforeetry/fisheries.

1_i_ t.. ,.....
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Among retirees, 57 percent of those under age 65 reported employment
based coverage compared to 32 percent of those age 65 and older.

Individual/Nongroup Insurance

Private individual (nongroup) health insurance is more common
among two groups: those without attachment to the labor force or
whose employer does not offer health insurance coverage and the
elderly who purchase private nongroup coverage to supplement
Medicare.

Medicare and Medicaid Coverage

Among persons 65 years and older, 96 percent had Medicare and less
than one percent were uninsured.

The greatest proportion of Medicaid recipients under age 65 was found
among those not in the labor force: 39 percent of the head, of
insurance units' with no attachment to the labor force and 63 percent
of dependents with no attachment to the labor force received Medicaid.
Only 4 percent of dependents of full year, full-time workers received
Medicaid.

Half of those receiving Medicaid were children, with 20 percent under
5 years, and 30 percent between 5 and 17 years. Almost hslf of the
Medicaid population wu white, while close to one-third was black.
Almost two-thirds (63 percent) of those covered by Medicaid came from
families with incomes below the poverty level.

The Uninsured

Uninsured rates varied by age and sex. Females were less likely to be
uninsured among persons age 18 to 34, but more likely to be
uninsured among persons age 60 to 64.

Uninsured rates also varied by age and race/ethnicity. The percent
uninsured was higher for Hispanics in each age group than for whites
or blacks, and the percent uninsured was higher for blacks than for
whites. Almost one-half (45 percent) of Hispanics ages 18 to 24 were
uninsured, as were 39 percent of Hispanics ages 25 to 34.

Employment characteristics were related to lack of insurance. Among
workers, 13 percent of those with full year, full-time attachment to the
labor force were uninsured, compared to 37 percent of thou with part
year, part-time attachment. In small firms (1-9 employees), 37 percent

1An insurance unit comprises the policyholder and dependents (if any) who
would be eligible for dependent coverage under typical insurance rules. See
appendix A for more detail.
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of workers and 25 percent of their dependents were uninsured
compared to 9 percent of workers and 5 percent of their dependents in
large firms (1,000 or more employees). Thirty-five percent of those
working in personal services industries were uninsured compared to
4 percent among those working in public adminietration.

Persons who lacked health insurance coverage were not representative
of the population: the unintured were overrepreeented among young
adults, the poor, blacks and Hispanics, those with less than full-time
jobs, and those who worked for small firms.

Trends in Insurance Coverage

Trends in health insurance coverage from 1979 to 1991 show that the
percent with employment based and private nongroup coverage
declined over time, while the percent with Medicaid or Medicare and
the percent uninsured increased.

From 1979 to 1986, the population under age 65 increased by 16
million persons. If coverage rates had not changed over this period,
population change would have produced 13 million more persons
covered under various types of coverage, and if uninsured rates had
not changed, 3 million more would have been uninsured. Decreasing
rates of coverage and increases in uninsured rates meant instead that
only about 8 million more persons were covered and 8 million more
were uninsured.

Decreases in rates of employment based and private nongroup coverage
between 1979 and 1986 produced about 3 million fewer persons with
employment based coverage and about 3 million fewer with private
nongroup coverage than would have been covered if rates had not
declined.

From 1987 to 1991, the population under age 65 grew by 8 million
persons. If coverage rates and uninsured rates had not changed over
this period, population change alone would have produced about 7
million more persons with coverage and about 1 million more
uninsured. Decreases in coverage rates and increases in uninsured
rates meant that only about 4 million more persons were covered and
4 million more were uninsured.

Decreases in employment based coverage rates between 1987 and 1991
meant that about 7 million fewer persons had employment based
coverage than would have been covered if rates had not declined.
Increased coverage ratea under Medicaid lessened the effect of
decreased employment based coverage rates, and kept the number
uninsured from rising even further.
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Part H. Private Health Insurance

Private health insurance is the largest source of health benefits coverage,
covering about 183 million Americans, or 73 percent of the population in 1991.
In contrast, public coverage (including Medicare, Medicaid, military health care,
and veterans' health care) covered about 63 million Americans, or 25 percent of
the population. With respect to private health insurance, the report pointa out
the following:

The sources of private coverage include about 1000 commercial
insurance companies (covering about 52 million persons in 1989); 73
Blue Cross and Blue Shield plans (cc vering about 73 million); and
other plans (covering 77 million), inc luding self-insured plans, self-
administered plans, plans employing tl ird-party adminietrators (TPA),
and about 550 health maintenance organizations (IIMOs) (which
covered about 34 million persons). Many HMOs are operated by the
Blues or commercial insurers. (The total of then numbers is greater
than the number covered by private health insurance because some
individuals have more than one policy from more than one source.)

Severed types of arrangements are used to pay for and, under some
systems, to provide health care service.. These include traditional, fee-
for-service plans, which pay for services of the enrollee's choice of
health care provider for each service rendered (covering 62 percent of
enrollees in employer-sponsored group health plans in 1990), and
network-based managed care arrangements, which include network
of providers from which enrollees receive health care services.
Network managed care arrangements include HMOs (20 percent of
enrollees), preferred provider organizations (13 percent), and point of
service (POS) programs (5 percent).

A variety of types of private health insurance coverage exists,
including medical expense insurance, which pays for medical bills or
services such as hospital and medical expenses (83 percent of group
premiums paid to commercial insurers in 1989), dental expenses (8
percent), Medicare supplemental costs (3 percent); and disability
income insurance, which pays for lost income while disabled (6
percent).

About 61 percent of Americans (152 million persons) have group
coverage sponsored by their employers, and about 12 percent (30
million persons) have individual (nongroup) coverage purchased
directly from insurers.

Employer Sponeored Group Health Insurance

Over 61 percent of the population (152 million) is covered by employer-
sponsored group health insurance plans. However, not all employers offer
health benefits and, when benefits are offered, not all employees accept them.
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Certain characteristics are predictive of whether an employer will offer
insurance. According to a 1990 survey of employers:

Six. Only 27 percent of the smallest firms (fewer than 10 employees)
offer health benefits, where.' 98 percent of those over 100 offer
coverage.

Type of industry. Government entities and manufacturing firms are
the most likely to offer coverage; retail trade firms are the least likely
to do so.

Location. Employers in the South are least likely to offer coverage;
those in the Northeast are most likely.

Use of low-wage workers. Only 19 percent of firms in which 50
percent or more of the workers earn less than 810,000 annually offer
health benefits compared to 56 percent of all firms in which less than
half of the workers earn less than 810,000.

Use of full-time workers. Of firms offering health benefits, only 20
percent had a workforce in which lees than three-fourths of the
employees were full-time, compared with 34 percent for firms not
offering benefits.

Employee turnover. Only 30 percent of firms with rate of turnover
exceeding 50 percent offered health benefits, compared with 52 percent
of firms with lees turnover.

Legal organisation. Sixty percent of incorporated firms and 26 percent
of unincorporated firms offered health benefits.

Firm size, type of industry, and the like are really proxies for other
characteristics of a business that may affect its willingness or ability to offer
insurance. At the core of its decision is the price of inn:ranee. A firm's
assessment of whether it can afford to offer coversge and, if so, whether it needs
to do so to attract and retain employees is largely based on price. As the cost
of health insurance continues to grow steadily higher, fewer firms may offer
coverage. This may be at the root of the trend discussed above of decreases in
the percentage of the population covered under employer plans.

Employers electing to offer health benefits do so through a variety of
arrangements. Once most common, fully insured health plans are found
primarily in small firms. In addition to benefit payments, the cost of fully
ineured plans reflects the insurer's profit and overhead, State mandated benefits
and premium taxes, and sometimes a State risk pool sasesement. To reduce
premium carts and increase plan flexibility, many companies turn to self-
insurance. Today, approximately 65 percent of firms self-insure and somewhere
between 50 to 56 percent of employees participate in self-insured health plans.
As late as 1980, only about 34 percent of firms were self-ineuring.
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Self-insured plans can be administered entirely by the employer, or by an
insurer or other entity. While self-insurance is most practical for large firms,
the availability of stop loss policies to cover very large claims has made self-
insurance increasingly attractive to even the smallest of firms. But with the
growth in self-insurance has come a decline in consumer safeguards. State
regulators have no jurisdiction over employer plans; they are only able to
regulate the insurance sold to employers. Self-insured plans are regulated only
under Federal law which does little to protect enrollees from plan insolvencies,
benefit cuts, or terminations.

A relatively recent development affecting health benefits is the appearance
of flexible benefit plans (or 'flex plane) as part of employer sponsored fringe
benefit packages. Flex plans permit employees with different family
responsibilitiee to tailor their benefits to their own needs. They give employers
a mechanism with which to set overall cost limits on their benefit offerings,
especially important in respect to health care. By providing nontaxable benefits,
flex plans also enable employers to increase their employees' after tax income
without paying higher wages. In 1989, 24 percent of full-time employees
working for medium and large firms were eligible for flex plans, up from 5
percent in 1986.

While moat insured workers obtain health benefits through a single
employer health plan, some are covered through various types of multiple
employer arrangements. Included among these are multiple employer welfare
arrangements (MEWAs), which are generally health plans offered to the
employees of two or more employers by third party, such as a trade
aseociation. MEWAs are used to pool small employers into larger units to make
health insurance more affordable and administratively simple. Bringing
together a number of small firms into one pool, it is argued, can produce
administrative economies, such as reduced marketing, that will be reflected in
lower premiums than if each firm sought coverage independently. Several
factors may work against such savings, however. One is that insurers still tend
to review the insurability of each of the member firms of the multiple employer
group.

Individual (nongroup) Health Insurance

Private individual (nongroup) coverage covers a much smaller proportion
of the population than employer group coverage. Approximately 12 percent of
the U.S. population (or about 30 million individuals) had individual insurance
in 1991. The report describes the following features of individual coverage:

For about 60 percent of those with individual coverage, such coverage
was their only source of insurance; the rest had euch coverage in
addition to some other type of coverage.

Individuals purchase nongroup coverage when they have no employer-
sponsored coverage or they are self-employed; for temporary periods
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when they are between jobs or recently retired but not yet Medicare-
eligible; or to supplement other coverage they may bave.

Individual coverage differs from group coverage primarily in the
greater degree to which its applicants are underwritten, i.e., evaluated
by the insurer to determine the degree of risk the applicant represents.
Individuals with existing medical conditions are less likely to be
accepted for coverage under a nongroup policy than a group policy.

In 1987, about 65 percent of nongroup enrollees were covered by
commercial insurers, about 30 percent by Blue Cross and Blue Shield,
and about 5 percent by HMOs.
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SUMMARY

Medicaid is a Federal-State matching entitlement program providing
medical assistance to certain low-income persons. Mirroring the rapid increases
in health care spending generally, Medicaid is one of the fastest growing items
in both Federal and State budgets. Federal spending for Medicaid is expected
to increase by 38 percent between fiscal years 1991 and 1992 and by another
16.5 percent in FY r: 93. President Bush's FY 1993 budget proposes to limit
growth in *mandatory* programs but would make only modest changes to
Medicaid totalling $104 million in savings. Enactment of the President's
legislative proposals would reduce Federal Medicaid spending from the $84.5
billion projected under current law to $84.396 billion in FY 1993.

BACKGROUND

Medicaid, permanently authorized by Title XIX of the Social Security Act,
is a Federal-State matching program providing medical assistance to
approximately 30 million low-income persons. Every State except Arizona
participates in the Medicaid program, as do the District of Columbia, American
Samoa, Guam, Puerto Rico, the Virgin Islands, and the Northern Mariana
Islands. (Arizona currently provides federally funded medical assistance through
a demonstration program that has received waivers of certain Medicaid
requirements.) Each State designs and administers ita own Medicaid program,
setting eligibility and coverage standards within broad Federal guidelines. At
the State level, Medicaid is administered by designated single State agency.
Federal oversight of the Medicaid program is the responsibility of the Medicaid
Bureau in the Health Care Financing Administration (HCFA) within the
Department of Health and Human Services.

Traditionally, eligibility for Medicaid has been linked to receipt of benefits
from the Aid to Families with Dependent Children (AFDC) or the Supplemental
Security Income (SSI) program. Recent changes in Federal Medicaid law have
extended eligibility to target populations who may previously have been
uninsured for health expenses. States are now required to cover pregnant
women and children up to age 6 with household incomes up to 133 percent of

CR,S Reports are prepared for litembers and committees of Congress

re
A



166

CRS-2

the Federal poverty level, and children aged 6 to 19 and born after
September 30, 1983 in families with incomes up to 100 percent of the poverty
level. States also am required to pay premiums, &dui:ales, and coinourance
for low-inoome enrollees in Medicare, the Federal program for the aged an.i
disabled. At the State's option, other medically needy persons may be covered.

States are required to provide certain basic services such as hospital,
physician, or preventive and primary health care services for children. States
may elect to cover additional servicee such as prescription dnip, dental care, or
podiatry. Within atatutory guidelines, States are free to develop reimbursement
methodologies and payment levels for covered services.

Medicaid Financing and fipandissg

The Federal share of expenditures for Medicaid services is tied to a formula
inversely related to the 'square of a State's per capita income. The formula
provides a higher Federal matching rate to States with lower per capita incomes.
By law, matching rates range from 50 percent to 83 percent of a State's
expenditures for services. Matching rates for administrative coda vary by
expenditure category, rather than by State; they are generally 50 percent but
may be as high as 90 percent for specific items. The Federal share of Medicaid
accounts for about 57 percent of total program expenditures and is appropriated
from general funds.

Because Medicaid is an ectitlement program, appropriations do not wholly
govern the amount spent Participating States are entitled to receive payments
from the Federal Government to cover the Federal share of outlays for services;
individuals who meet Medicaid eligibility requirements are entitled to have
States pay for medically mammary covered services provided to them. Medicaid
spending is determined by the number of beneficiaries, the benefits offered, and
the amount of reimbursement for services. There is no limit on Federal
Medicaid payments to States.

Under the Budget Enforcement Act of 1990 (BEA) (Title MIL of the
Omnibus Budget Reconciliation Act of 1990, P.L. 101-508), Medicaid spending
is subject to "pay-ea-you-go rules governing entitlement programs. The budget
law requires that for fiscal years 1991 through 1995 any legislative changes
must be at least deficit neutral. Medicaid legislation that would increase
spending must be offset by spending reductions in Medicaid or other entitlement
programs, or by revenue increases. Other factors that influence Medicaid
spending, such as economic downturn or changes in States' eligibility rules, are
not affected by BEA.

Medicsid is one of the fartest growing items in both Federal and State
budgets. Following an increase of 27.8 percent from FY 1990 to FY 1991, the
Office of Management and Budget (011B) projects that Federal Medicaid outlays
will increase by 38 percent between fiscal years 1991 and 1992 and by smother
16.5 percent in FY 1993. These percentage increases are emaciated with Federal
spending levels of 52.5 billion in FY 1991, and projections to $72.5



167

CRS-3

billion in FY 1992 and $84.5 billion in FY 1993. Total Federal-State Medicaid
spending is setiinated at $92.1 billion in Fr 1991 and projected to reach $127
billion in FY 1992.

According to the OMB, the number of Medicaid beneficiaries has increased
from 23.5 million in 1989 to 30 million in 1992; the program is projected to
serve 31.5 million in 1993. The sharp increase in expenditures is only partly
due to itlertelles in caseload. Other factors in the growth include general
increases in health care costs, increases in reimbureement rates for Medicaid
services, and special payments to hospitals. State programs that leveraged taxes
and donations to obtain more Federal fluids for Medicaid are responsible for a
part of the recent growth. Several States levied special assessments on Medicaid
providers, usually hospitals, or accepted donations from them. Used as a portion
of a State's share of Medicaid expenditures, revenues from providers generated
Federal Medicaid matching payments. Some States then repaid the providers
their donations plus the Federal funds. Other States used the increased Federal
funds for general Medicaid spending. These State financing mechaniems were
curtailed by P.L. 102-234 which (1) tequires that levies be broad-based
(uniformly imposed) and (2) caps the proportion of State Medicaid spending that
can be financed by revenues from providers.'

FY 1993 BUDGET

Legislative proposals in President Bush's budget are projected to reduce
Federal Medicaid costs by $104 million to $84.396 billion in Fy 1993. The
reduction represents the net impact of proposals to finance Medicaid survey and
certification activities through user fees, increase private health ineurance
collections for some children, and encourage AFDC recipients to undertake
entrepreneurial activities to achieve oelf-support through self-employment. The
table below summarizes their budget impact.

TABLE I. impact of Budget Proposals on FY 1993
Federal Mediceld Outlays

($ in thousands)

Total FoSeral payments, current law $84,500,234

Legislative prorceals

Survey and Certification Fund -99,000

Net impact of medical child support enforcement and AFDC
p/an for achieving self-eupport (PASS) -5,000

Total Federal savings -104,000

Net Federal outlays $8096,234

Source: President's PT 1993 budget.

'The law deocribes a tax es uniformly imposed if the amount, rate, and/or
base for the tax is the same for all subject providers, and the tax does not
provide for ftedits, deductions or exclusions that have the effect of refunding all
or port; .4i of the tax.
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Survey and Certiflostioa Fuad

FOr the third comendive year, the President's budget proposes to create a
HCFA revolving fund to cover all costs of array and certification activities in
Medicaid (and Medicare). Hwang fatalities and certain suppliers participating
in the Medicaid program are subject to at least annual survey and certification
procedures. States am responathie for conducting inspections to determine
whether providers can be certified as meeting the standards and conditions for
Medicaid participation. The Federal matching rate to States for survey and
certification activities is 75 percent. Under the proposal, each provider or
supplier requesting Mediesid calification would pay an annual user fee as a
condition of participation. Fees deposited into the revolving fund account would
be available to pay all Federal and State survey and certification costs as well
as associated HCFA administrative avenges. This change would make survey
and certification activities self-supporting in conformance with the precedence
set for certification of clinical laboratories.

Current Medicaid law requires States to pay hospitals and nursing facilities
rates that are remonable and adequote to meet the costs incurred. User fees
would be additional allowable costs that are reimbursable by Medicaid when
payment to a facility is made on the basis of coats incurred. Savings from the
change would be the net difference between financing survey and certification
through user fees, and reimbursing the providers' costa. The proposal is
estimated to reault in a net Federal saving of $99 million in FY 1999.

Encourage Entrepremeuribip

All AFDC recipients must be covered by Medicaid. A proposal in the
President's FY 1993 budget for AFDC could, if enacted, increase the number of
AFDC recipients and subsequently increase Medicaid cogs. President Bush
propooes a plan for achieving self-support (PASS) for AFDC recipients. To
promote entrepreneurial activities by AFDC recipients, the Preadent proposes
to permit Stator to exclude some income and recounts from calculations of
AFDC eligibility. Exclusions would be available for recipients who developed,
and obtained approval of a plan to achieve eelf-aupport through eelf-
employment. Under PASS, families whose *excess' income and resources would
have made them inelighle for AFDC could retain AFDC and Medicaid benefits.
The President's budget does Dot include more detail about PASS.

Improve Medical Support Enfoaaressat

A child who is covered by Medicaid may also be covered by private health
insurance that is carried by a parent who does not have custody of the child and
is not in the same household. The Adminatration propoees to arengthen
medical support enforcesneat and require States to ensure that noncustodial
parents' health Mountain, insteed of Medicaid, provides medical support for
their children.
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The projected combined impact of propoeed legislation to encourage
entrepreneurship among AFDC recipients and to strengthen medical child
support is $5 million in FY 1993.

Other Proposals

In addition to the specific proposals described above, the Preeident's
FY 1993 budget mentions a need to supplement the pay-as-you-go rules of the
Budget Enforcement Act with a mechanism to rertrict the 'automatic" growth
of entitlement programs. Without projecting savinp from the Medicaid program
in particular, the Administration says there would be *enormous" savings if
mandatory programs were permitted to grow only with changes in the
population and the consumer price index.

One other item in the Administration's budget that could affect Federal
Medicaid 'pending is a proposal to replace funding for individual programs with
a consolidated block grant to States. According to the Administration, a similar
proposal made in the FY 1992 budget has been modified following consultation
with representatives of State and local governments.

To increase the flexibility ;iiat State and local governments have in
managing their programs, the Administration proposes to conaolidate a number
of programs into block pant. Medicaid administrative expenses, estimated at
$2.6 million in FY 1992 and $2.8 million in FY 1993, is among 19 program
candidates that the budget lists for inclusion in a block pant. Other candidates
include State administrative expenses for the AFDC and Food Stamp propams.
This part of the Administration's proposal parallels a proposal for block grant
consolidation that was made by the National Governors' Association (NGA) in
April 1991. At that time, the NGA expressed support for a pilot project in 5 to
10 States for consolidated grant administration of AFDC, Food Stamp, and
Medicaid administrative expenses. For block grants in general, the NGA
requested funding guaranteed over 5 years at levels agreed to among the States,
Congress, and the Administration. The Administration propooes to phase in a
block grant over a 5-year period using a funding formula that would
approximate current funding distribution levels to individual States.
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MILITARY HEALTH CAREXHAMPUS
MANAGEMENT INITIMIVES

SUMMARY

While costs of tbe Military Health Services System (MHSS) as a whole have
increased significantly in recent years, OM costs of' the Civilian Health and
Medical Program of the Uniformed Services (CHAMPUS) constituent part of
the MSShave skyrocketed. The realms for these sharp increases include (1)
a larger number of beneficiaries, (2) higher usage rates, (3) greater per capita
carts, (4) 'Kart-up costs of new management initiatives, (5) expenses created by
new technologies, (6) higher beneficiary expectations, aod (7) a benefit structure
that encourages inefficient use of certain services. Other issues besides costs
have confronted Congress and Department of Defense (DOD) administrators.
These include beneficiary dissatisfaction, the budget process, and the role of
Congress in overeseing these health care program.

In order to reduce cost growth and otherwise improve management of the
MHSS, DOD has proposed creating a system of coordinated care. In essence,
this system will create a 'health network' approach to encourage patient use of
military hospitals and preferred civilian networks (who share the risks for unit
cost and volume). In addition, Congress has taken action to address many of the
current problems. These include the enactment of laws that provide for (1)
placing sepsrate limits, cost-sharing and deductibles on CHAMPUS mental
health benefits; (2) increasing the individual and family CHAMPUS deductibles
for most dependents and retirees; (3) expanding DOD's authority to collect from
third-party insurers for servias provided at Military Treatment Facilities
(MTF.); (4) requiringbetter management of reforms; and (5) limiting reductions
in medical personnel levels and facilities.

These initiatives and changes in the MESS may have number of
important implications. First, local commanders will need subetantial training
to interface with civilian providers in competitive health care environments.
Second, risk-sharing and int:rased deductibles are politically contentious. Third,
while many of these changes are justified in terms of bringing benefits in line
with what is currently available in the civilian sector, reducing the
attractiveness of these benefits may have an effect on recruiting and :staining
quality personnel. Fourth, limits on CHAMPUS mental health care may be
viewed as arbitrary and medially unjuetified. Fifth, pursuing third-party
insurers could be viewed as forcing the private sector to assume DOD's
responsibilities. Sixth, by not including Medicare in the coordinated care
concept, it is possZle that this policy, coupled with military budgetary
limitations, may have the effect of forcing thae over 64 years of age out of the
MHSS and into Medicare.

Reprinted from Military Health Care/CHAMPIJS Management Initiatives, by

David F. Burrelli. Washington, Congressional Reeearch Service, 1991. 27 p.



171

TABLE OF CONTENTS

INTRODUCTION 1

Background 1

MAJOR ISSUES 7

Costs 7

Beneficiary Dissatisfaction 10

Role of Congress 11

Budget Process 11

WHAT IS BEING DONE? 15

"Coordinated Care" 15

Legislative Initiatives 18

ASSESSMENT 21

GLOSSARY 25

ffc ".
S..



172

MILITARY HEALTH CARE/CHAMPUS
MANAGEMENT INITIATIVES

INTRODUCTION

The costs of the Military Health Services System (MHSS), as a whole, have
inaeased significantly in recent years. Within this system, the Civilian Health
and Medical Program of the Uniformed Services (CHAMPUS), has experienced
even more dramatic cost growth. CHAMPUS is the Department of Defense's
equivalent of a civilian health insurance plan. In fiscal year (FY) 1985, the coat
of the CHAMPUS program was $1.36 billion.' By rt 1989, it had risen to
$2.74 billiona 101 percent jump.2 In order to pay for the cost increase,
Congress has provided the Department of Defense (DOD) with either (1)
supplemental funds (additional to amounts stipulated in regular annual DOD
appropriations acts) or (2) authority to transfer funds from either DOD
programs. To gain a greater measure of control over cost growth, both Congrosz:
and DOD have undertaken a number of initiatives which may have an impact
on the delivery of health care services.

This report briefly describes CHAMPUS, its background, and its role in the
overall Military Health Services System. It also examines some of the major
issues facing MUSS administrators and congressional oversight committees, as
well as the steps being taken by key players to atrengthen and improve the
program. Further, the report comments briefly on some of the broad economic,
military, and political implications of recent, and possible future, changes. It
does not discus. specific CHAMPUS or MHSS coverage for individual care.

Background

The primary mission of the Military Health Services System (MIBS) is to
maintain the health of military personnel so that these personnel can carry out
their missions and to be prepared to deliver health care during time of war. In
support of thoie in uniform, the military medical system also provides, where

'U.S. Department of Defense. Office of Civilian Health and Medical Program
of the Uniformed Services (OCHAMPUS), CHAMPUS Chartbook of Statistics,
Aurora, CO, Dec. 1985: 111-3.

21J.S. Department of Defense. Office of Civilian Health and Medical Program
of the Uniformed Services (OCHAMPUS), CHAMPUS Chartbook of Statistics,
Aurora, CO, Aug. 1990: 111-3.
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available, health care to active duty dependents, retirees and retirees'
dependents. Hereafter, the use of the term "dependente refers to the
dependents of both active duty and retired personnel unless otherwise stated.'

Health care for retirees and dependents has always been considered a
somewhat ancillary function of the military health care system. Prior to 1956,
the statutory authority to provide health care to retirees and dependents was
not clear.

The Dependents' Medical Care Act (Public Law 84-569; June 7, 1956; 70
Stat. 250) described and defined retires/dependent eligibility for health care at
military medical facilities as being on a space avaiLble basis. Thus, for the first
time, the dependents of active duty personnel were entitled to health care at
military medical facilities on a space available basis. Authority wes also
provided to care for retirees and their dependents at these facilities (without
entitlement) on a space available basis. This legislation also authorized the
imposition of charges for outpatient care for such dependents as determined by
the Secretary of Defense. Although no authority for entitlements was extended
to retirees and their dependents, the availability of health care was almost
assured given the small number of such persons. Therefore, while not legally
authorized, for many the 'promise of 'free health care 'for life was
functionally true. This 'promise, it is widely believed, was and continues to be
a useful tool for recruiting and retention purpous.

On September 30, 1966, Congress passed the Military Medical Benefits
Amendments, 1966 (P.L. 89-614; 80 Stat. 862). A. explained in a subsequent
committee report:

. . Congress recognized 'The Fading Promise' to retired military
personnel, as well as the plight of dependents of active duty members
who were located away from military medical facilities and passed the
CHAMPUS program to be effective the first day of 1967. This
legislation also resulted from the comparatively disadvantageous
position in which the military dependents and retirees were placed,
with Federal government employees [sic] health plans bloseoming
profusely, while the ability of military facilities to provide health care
for all concerned was diminishing.'

Specifically, this 1966 legislation authorized:

(1) an expanded hoepitalization program and a new outpatient
program [in civilian facilities] for dependents of [personnel in] the
uniformed services on active duty;

'See the Glossary at end for a description of elispble dependents.

'U.S. Congress. House. Committee on Armed Services, Subcommittee No. 2,
CHAMPUS and Military Health Care, 93rd Cong., 2nd Sess. Washington, D.C.,
Dec. 20, 1974: 12.

1
t.
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(2) new hospitalization and outpatient program (using] civilian
sources for retired military members, their spouses and children, and
the spouses and children of deceseed retired members and of &mud
active duty members;

(3) an expansion of care in military hospital facilities for all categories
of dependents, to include treatment for nervous and mental disorders
and chronic conditions; and,

(4) a sPecialised program of fmancial assistance for members of the
uniformed service on active duty whose spouse or children are either
mentally retarded or physically handicapped.'

In effect, CHAMPUS became and remains the military equivalent of a
health insurance plan, run by the DOD for the dependents of active duty
personnel, military retirees and the dependents of retirees, and unmarried
dependent children or unremarried spousea of deceased service personnel or
retirees. active duty personnel. who receive all their care via Military
Treatment FacilitiesMTFs. are not eligible to receive health care coverage
under CHANiPUS. Retirees remain eligible to receive CHAMPUS benefits until
they become eliOble to receive Medicare (Part A) usually at age 65.

Initially, GRAMPUS was designed to provide benefits equivalent to those
available to Federal employees under the Blue Cross/Blue Shield high option
plan. Unlike private ineurance plans, CHAMPUS does not require the payment
of monthly premiums by beneficiaries.' Congreu has made relatively few
changes in the CHAMPUS program during its first two decades.?

While eligible beneficiaries may receive medical care at military facilities,
this care is not always available because of limited space or limited types of
services provided at the particular location. Another restricting factor might be
the long distance a beneficiary would have to travel to reach facility.
CHAMPUS has provided cost-sharing benefits (both CRAMPUS and the
beneficiary sharing responsibility for the payment of care received) for covered
benefits received from civilian health care providers (subject to CHAMPUS
regulations). One of those regulations says that if beneficiaries need non-
emergency inpatient etre and live within certain ZIP codes (catchment areas)
surrounding the military medical facility (or a 50-mile radius in Europe), they
must first seek inpatient care at that military medical facility and must have

'U.S. Congress. Senate. Armed Services Committee, 89th Cong., 2nd Sue.,
S. Rept. No. 1434. Washington, D.C., GPO.

'For a more in depth discussion of CHAMPUS rulea and benefits, see U.S.
Department of Defense, OCHAMPUS, CHAMPUS Handbook, Aurora, CO, July
1990.

thanges that were made included broadening the definition of eligible
dependents; former spouaes were later included, for example.

1 t
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a signed document (nonavailability statement) stating that inpatient care was
not available at that military facility beton CHAMPUS will cost-share their
inpatient cars at a civilian facility. A nonavailability statement does not mean
that CHAMPUS will ploy for health care outside the military medical services
system the care received must also be covered by CHAMPUS. Nonavailability
statements are not required for outpatient services provided under CHAMPUS.
Although the military encourages beneficiaries to utilize military sources of
health care, there is no requirement that they do so. Becauae of the variety of
sources of care, it is diflieult to predict wbo (retiree or dependent) will receive
outpatient care and where (CHAMPUS or MT?) this care will be provided.

Under CHAMPUS, beneficiaries pay part of the costs of allowable medical
care received. The amount paid depends on a number of factors including the
beneficiary's status (dependent of active duty member, retiree, or the dependent
of a retiree), the type of care received (inpatient or outpatient) and whether or
not the physician or hospital accepts CHAMPUS assignment.' In the latter
case, the payer/beneficiary is reimbursed by CHAMPUS only for CHAMPUS-
allowable charges and services, which may vary from those actually billed.
Providers who participate in CHAMPUS agree to accept the CHAMPUS
"allowable charge as their full fee. In certain areas, the availability of programs
under the CHAIOUS Reform Initiative may affect health care coats (see CRI in
the Glossary)"

Under coat-sharing provisions, CHAMPUS pays a proportion of 'reasonable
charges. Since CHAMPUS pays a proportion and not a fixed amount, increases
in medical costs in the civilian sector equate to increased payments by
CHAMPUS and possibly the beneficiary, even though the percentage paid
remains the same. Beneficiaries must pay a deductible before CHANIPUS beene
to cost-share.

Protection against the potentially financial catastxophic results of care were
implemented to limit the out-of-pocket expenses of beneficiaries. On October 1,
1987, "catastrophic caps' were placed on CHAMPUS to limit annual out-of-
pocket expenses. The limits for active duty families and retiree families are
$1,000 and $10,000 per year, respectively.°

'Health care providers who participate in CHAMPUS, or accept usignment,
agree to accept the CHAMPUS allowable charge (including any cost share and
deductible) as the fidl fee. I nr discussion of fees, deductibles and cost-sharing,
see US. Department of Defense, CHAMPUS Handbook, Aurora CO (updated
annually).

'CHAMPUS Reform Initiative a program aimed at reducing medical costs
to both beneficiaries and the government through the use of discounted health
care to patients who chooae from pre-approved list of doctors who have agreed
to limit their charges.

°P.L. 100-180; Dec. 4, 1987; 101 Stat. 1019.
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In recent years, CHAMPUS administxators and congressional oversight
committees have been confronted with a number of problems and issues. The
moet significant of these, undoubtedly, I. cost growth. This issue as well as
several other key concern. are discusaad in greater detail in the following
section.

MAJOR ISSUES

Costs

A1 the number of retirees and dependents has increased, so has the coat of
operating CHAMPUS. In addition, those who live near military facilities have
often been forced to use CHAMPUS because of a lack of available space or. a lack
of services at these facilities. Finally, the shortage of military medical
professionals has also forced many retirees and dependents to turn to
CHAMPUS rather than seek more cost-tffective can at a military facility.

When originally enacted in 1966, the House Armed Services Committee
(HASC) estimated that the coot of running CHAMPUS in its first year would be
$142 million (actual first year cost: $166 million). As reported almost ten years
later:

. . . costa increased at an alarming rate, so that in FY 1976 the
CHAMPUS budget was $509 million, an increase of 300 percent over
the 1966 cost."

In FY 1985, costs reached $1.4 billion and by FY 1989 the total coets were $2.7
billion. From FY 1967 through FY 1989, total Federal outlays (controlling for
inflation) grew by 89 percent: CHAMPUS spending for this same period grew
by 361 percent. In other words, CHAMPUS spending in constant dollars
increased at a rate nearly four times that of Federal outlays (see Table 1 on the
following page). Overall medical coat increases in the military (direct care and
CHAMPUS) have been roughly equivalent to those seen in the civil sector.
According to the Assistant Secretary of Defense for Health Affairs, Enrique
Mendez, "(0)f note is the fact that the military's rate of health care cost growth
has tracked the civilian rate very closely for the last several years. Indeed, the
military health colts have risen at a slightly slower rate than the civilian costs
since 1985: 55% compared to almost 58%.'"

The reasons for these rapid increases in costs are numerous. First, the
number of eligible beneficiaries has increased substantially. The number of
rent ees and their dependents has increased from 2.4 million in 1964 to 3.2
million in 1974" to nearly 6.2 million in 1990." Currently, there are a total
of 9.2 million military medical beneficiaries (including active duty personnel and

"US. Congres...House. Committee on Armed Services, 1974: 15.

"Mendez, Enrique, Assistant Secretary of Defenre for Health Affairs, 77th
Interagency Institute for Federal Health Care Executives, Washington. D.C.,
Sept. 17, 1989: 9.

"U.S. Congress. House. Committee on Armed Services, 1974: 4.

"Mendez, 77th Interagency Institute, Washington. D.C., Sept. 17, 1989: 13.

1 t)
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retirees over 65 who are not eligible for CHAMPUS). The number of
CHAMPUS-eyele beneficiaries is approximately 6 million.

Second, bealth care is being used with greater frequency. From FY 1984-
FY 1988 the number of outpatient visits covered by CHAMPUS increased from
4,578,111 to 8,568,455. During this same period, the number of hospital days
increased from 2,215,885 to 2,639,632. It is notable that during this same period
the average length of stay actually decreased from 7.8 to 7.3 more
admissions for shorter stays." In
part, the increase in the utilization
rates of health care is due to the
aging of the military beneficiary
population. Older beneficiaries tend
to have higher admission rates to
hospitals and may displace younger
beneficiaries at Military Treatment
Facilities (MTF1). CHAMPUS per
capita costs have increased from
$213 in FY 1985 to $432 in FY
1989."

The fact that these CHAMPUS-
eligible beneficiaries may use
military health care facilities 'places
a squeeze on active duty families,
operational missions of ... military
facilities and staffs often result(ing)
in scaled back capabilities and
interruptions in care."7

Table 1.
Totul CHAMPUS Costs

for Selected Years'
(In current $ millions)

1965 $166
1970 280
1976 509
1980 712
nas 1371
1987 1963
1989 2755
1990 3182

Data front 1970. 1980, 1885, 1987, 1989
and 1990 are from OCHAMPUS and cosy
differ slightly front those data reported
eksowbere.

Third, in some cases, cost growth can be attributed to a decrease in work
load at military medical facilities: military facilities may not have sufficient staff
personnel, or may be shut down entirely. Eligible dependents who are unable
to receive care at military medical facilities turn to the more expensive
CHAMPUS plan. The availability of medical professionals can be acutely
affected by incidents such as the Persian Gulf war where large numbers of
military medical personnel are deployed, leaving only a limited number of
personnel at home to care for active duty personnel. In the long run, the
mobilization of medical reservists to take the place in MTFs of deployed
personnel (i.e., backfill) may have helped to alleviate medical personnel

"See CHAMPUS Chartbook, March 1989: VI-23, VI-15, and VI-19.

"See GRAMPUS Chartbook, Aug. 1990: IV-17.

"Mendez, Enrique, Assistant Secretary of Defense for Health Affairs,
CHAMPUS Reform Initiative Executive Conference, U.S. Naval Training Center
San Diego, CA, Oct. 25, 1990.

I
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shortages at MTFs that would otherwise have caused beneficiaries to be diverted
to CHAMPUS.

Fourth, during recent years, new initiatives designed to restrain costa have
caused cost increases in the short run. Start up coats include, but are not
limited to, funds spent for administrative changes, education and public
awareness, as well as contracting These initiatives are generally designed to
restrain cost growth and are not expected to reduce costs but rather curtail the
rate of coet growth.'

Fifth, technological improvements generally increase (not decrease) overall
health care ccets. Expensive ..,r2t.;ng proc.dures, such as Computerized Axial
Tomography (CAT scans) and 1.1.ignetic Resonance Imaging (bin), boost costs.
Procedures or therapies that increase longevity for certain illnesses without
curing the illness may also increase costs. This is true in the case of the drug
AZT and AIDS, for example.

Sixth, increased patient expectations also have acted to boost costs.
Today's patients are better informed and expect to benefit from a broad array
of sophisticated and wetly medical services.'

Seventh, the benefit structure of CHAMPUS and military health care is
more generous than that available in the civil sector. This generosity has
encouraged use above and beyond the rate in the civil sector in certain areas
such as mental health. For example, it was found that the structure of these
benefits provided an incentive to use costly inpatient care, even when outpatient
care would be more appropriate?'

Illegal activities have not been reported to be significant contributors to
increasing costs. Few cases of fraud or abuse have been detected, and measures
have been adopted to avoid them. According to the CHAMPUS Office of
Program Integrity, which monitors reports of fraud and abuse, 297 cases were
finalized (investigated and closed) in 1989.21

"For example, the U.S. Comptroller General reported that by using
contracting strategies (e.g. Project Restore) "CHAMPUS costs will be reduced by
$43 million in fiscal year 1990 after an expenditure of about $25 million [stare
up costs] on the projects? U.S. Comptroller General, General Accounting Office,
Defense Health Care: Potential for Savings by Treating CHAMPUS Patients in
Military Hospitals, GAO/HRD-90-131, B-240715, Sept. 7, 1990: 29.

"See Mende; 77th Interagency Institute.

"Lewin/ICF, Analysis of CHAMPUS Mental Health Policies, Submitted to:
Department of Defense Health Affairs Health Program Management, June 7,
1990.

'See CHAMPUS Chartbook, Aug. 1990: P1-21.
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Beneflciary DisaatisfactIon

A second area of concern is beneficiary dissatisfaction. Because military
personnel are reassigned routinely, and becauee the availability of medical care
services varies from location to location, services available at a previous
aseignment may be unavailable, or available to a lesser extent, at the current
usignment. Comparirons tend to highlight current 'deficiencies." This does not
mean that this care is perfect or abeolutely deficient. Instead, it emphasises the
wychological effect of relocation and variations in care available. Ironically,
although most service members, retirees, or their families can describe problems
they have encountered, many are interested in expanding the availability of care
via DOD.°

Many of the complaints against CHAMPUS are specific in nature and
would be viewed as 'problem* in other health care programs. These are:

finding physicians who accept CHAMPUS payments;

non-coverage of experimental procedures;

late reimbursement to physicians or beneficiaries;

not all physician "mandated care is covered (some patients believe that
a nonavailability statement is a voucher for services they received to
be covered by CHAMPUS);

'high' out-of-pocket expenses. (Although there are catastrophic cape
to limit out-of-pocket expenses, medical costs can be significant
portion of a family's budget.)

Many of theee problems are the reault of a lack of understanding of what
benefits are available.

Dissatisfaction, however, can be a healthy means of acknowledging where
deficiencies may exist. The growth in demand, for example, has itself created
management problems in that it has become difficult to deal efficiently with an
expanding population of beneficiaries who themselves are using CHAMPUS at
a greater rate. Theme problems crests administrative delays in the services
rendered by CHAMPUS. While beneficiaries continue to receive care,
reimbursement has been delayed significantly. In ortler to expedite claims

"US. Congress. House, Committee on Armed Services. Military Personnel
and Compensation Subcommittee, Hearings, Military Medical Care, 100th Cong.,
1st Sose.,.HASC Rapt 100-48, Washington, D.C., 1987.
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processing, CHAMPUS has contracted with civilian ineurers such as Blue
Cross/Blue Shield to process claims more efficiently."

Ro Ie of Congress

Since Congress influences and has some level of contxol over military health
care, complaints are directed to political leaders for 'corrective action.' Congress
has a difficult role when compared to policymakers in the private health care
sector. Few private insurance Chief Executive Officers (CEOs) can be voted out
of office by their policyholders they are answerable only to their shareholders.
Most private care insurers or providers are primarily concerned with the
economics of providing care what can be provided, at what ccet/profit, etc.
Congress is faced with the reality that many military members, retirees and
dependents believe that military health care is free and guaranteed for life.
While this latter assumption in not true in terms of entitlements actually
authorized by statute, this still tends to color the reform debate. Congress must
address both the economics and politics of providing care. Thus, for Congress,
the decision of what care to provide, who may receive this care, how it is
delivered, and so on is often influenced by expectations and economic (as well
as medical) concerns. A decision may be politically sensible, but economically or
medically controversial. Conversely, other programs or issues may themselves
be politically problematic Medicare catastrophic care or abortion. Therefore,
Congress is in a position, vis-a-vis CHAMPUS oversight, that is quite different
from the position of thaw managing private or even other public health care
programs.

In addition, military health care has a role in a larger context national
defense. Congress needs to consider that the nature of military service and the
burdens it places on service members and their families is arguably different
from those in civilian employment situations. The types of health care services
available to members of the armed forces are often justified in terms of the
unique role of the armed forces in general, as well as the unique role of health
care in the context of the military.

Budget Process

Finally, the budget process itself has created problems in recent years. In
budgetary terms, CHAMPUS is an account to which funds are annually
appropriated, but which incurs obligations as benefits are used. It is important,
therefore, that the amount of money requested and appropriated closely match
the expected costa of these benefits. According to the House FY 1991
Authorization report: 'The DOD has repeatedly failed to include adequate
funding for CHAMPUS in budget submissions ... The committee, therefore,
directs the Secretary of Defense to ensure that future budget submiseions are

'See U.S. Congress. House. Committee on Armed Services, Hearings,
Military Medical Cal e, 100th Cong., 2nd Sess. HASC Rept. 100-122, Washington,
D.C., 1989.
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based on an accurate projection of utilization rates and reflect a realistic
eetimate of the true cost o( the CHAMPUS program.'"

Direct responsibility for these budget problems can be attributed, in part,
to both the Department of Defense and Congress. A pattern seen in the budget
process in recant years is as follows:

DOD submits a budget apparently not able to precirely project who
will receive care, where, or from whom; the budget represents an
underestimate, given the enormous growth rate in the program;

Congress underfunds this budget;

By the fourth quarter of the FY, CHAMPUS is out of funds;

DOD approaches Congress for supplemental funding;

Congress provides transfer authority, supplemental appropriations
and/or DOD carries over costa to the next fiscal year;

Supplemental aopropriations, the reprogramming of funds from other
DOD programs, or carryovers are used to cover CHAMPUS obligations.

According to the U.S. General Accounting Office, CHAMPUS budget
shortfalls from fiscal year 1985 through 1989 totalled $1.8 billion. Table 2
shows the budget shortfall in each of these yaws as well as the method
employed to finance each fiscal shortfall. Underestimating, underfunding,
carryovers, supplemental appropriations, and transfer authorities have tended
to obscure and delay solutions to these budgetary problems.'

Table 2.
Bow CHAXPUS Shortfall. Went Floanowl, FY 1926-89

millioca)

Irtaweing Method
Fiwal Budget Raprog. Supplemental Carryover
Year 5haritall LIS021105 1129rooriatioll lezza.xrat

1986 27.3 27.3
1966 360.0 100.0 260.0
1987 610.7 425.0 185.7
1988 629.0 629.0
1969 262.0 152.3 99.7

Sourest U.S. OAO, Funding Shortfalls: 10.

U.S. Congress. House. Committee on Armed Services, National Defense
Authorization Act for Fiscal Year 1991, H.R. 4799, 101st Cong., 2nd Sess.,
House Rept. 101-665, Aug. 3, 1990: 297.

"See U.S. Comptroller General, General Accounting Office, Funding
Shortfalls in CHAMPUS, GAO/HRD-90.99BR, B-231236, Mar. 19, 1990.
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WHAT IS BEING DONE?

'Coordinated Care'

In 1990, Assistant Secretary of Defenee for Health Affairs (ASD/HA)
Enrique Mendez proposed creating a system of coorilnated care to address many
of the problems confronting the delivery of DOD haalth services.

Under the present system, there are nearly 9.2 million elieible beneficiaries.
It is currently impossible to predict who will eeek medical treatment, and where
(Army, Navy Marine Corps, Air Force including Primus and Navcare
facilities, Uniformed Service Treatment Facilities, CHAMPUS, Medicare, VA, or
other third-party insurers including IIMOs, PPG. see Glossary) they will seek
it. For this reason, the cost of providing care is an uncertain obligation. Under
this initiative, which received congreuional approval, care will be coordinated
in order to 'control the rate of growth in military health care costs and improve
the quality of health benefit.? It is expected that this coordinated care system
will create a health care system that I. managerially sound, eliminate
uncertainty of coet and demand, and introduce accountability to health care
operations. In addition, this system 'does not pass on to military beneficiaries
the significant increaus in health care costs?"

In euence, this system will create a "health network' approach which
encourages patients to use military hospitals and preferred civilian networks
who share the risks for unit cost and volume.

Nine steps will be taken:"

(1) Health care management will be integrating via closer coordination
among the services, CHAMPUS and alternative civilian provider networks. In
other words, instead of being managed separately, these provider networks will,
to the extent possible, be brought together under a more centralized
management arrangement.

(2) MHSS users will be enrolled in a local coordinated care system
consisting of military and civilian health care resources.

(3) Local commanders will competitively contract with networks of
effective, quality civilian doctors and hospitals. When demand exceeds supply
at the MTF, theu networks linked to military hospitals will be used, and
patients guided only th that level of care necessary and appropriate.

"See Mendez, Enrique. Remarks to Military Coalition Conference, Kir Force
Aseociation Building, Rosalyn, VA, July 20, 1990: 9.

"See Mendez, 77th Interagency Institute, 1990.
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(4) Patients will select a primary care entry point in this network whose
doctors and nurses will be responsible for insuring appropriate care in the
correct setting.

(5) The military hospital should always be the first choiee to treat
CHAMPUS-eligibles if care is available. (In FY 1988, of the 129 military
hospitals in the U.S., 121 had occupancy rates at or below 70 percent At the
same time, about 70 percent of CHAMPUS coda were being incurred within
WIT catchment amis.)"

(6) The nature of CHAMPUS will change:

CHAMPUS will be a financier of care and not an alternative
delivery system.

CHAMPUS will have to improve as financier

physician reimbursements need
improvement

prevailing rates will be paid (CHAMPUS
pays on average 43 percent above what
medicare pays).

quality control and utilization
management will be improved.

One benefit will be modified inpatient mental health

Residential Treatment Centers (RTC-see
Glossary) for adolescents and inpatient
psychiatric care increased by 127 percent
from 1986 to 1989. Mental health
accounted for 25 percent of the total
CHAMPUS budget in FY89 (see Table 3).

(7) CHAMPUS will provide greater support to local commanders and
administrators in dealing with sophisticated and competitive local health care
markets.

"See also U.S. Comptroller General, GAO, Defense Health Care: Potential
Savings. Sept. 7, 1990.
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ICD-9-CM
Diagnosis
Code

Table 3.
Top Ten Inpatient Diagnome
Ranked by Government Coat
for Care Received in FY 1989

Description

Government
Costs

($ millions)

296 Affective psychoses $155.7
300 Neurotic disorders 66.7
V30 Single liveborn 63.8
312 Disturbance of Conduct, not elsewhere classified 61.8
650 Delivery in a completely normal case 50.2
414 Other forms of ischemic heart disease 34.3
313 Disturbance of emotions specific to childhood and adolescence 30.9
309 Adjustment reaction 28.2
V22 Normal pregnancy 26.1
765 Disorders relating to short gestation and unspecified

low birthweight 23.2
Total Top Ten Diagnosis Codes $540.9

Total -- All Diagnosis Codes $1,433.1

Top Ten as a Percent of All Codes 37.7%

Source: U.S. Department of Defense, CHAMPUS Cbarthook, August 1990: 111-15.

(8) CHAMPUS will establish new standards to judge efficiency and
effectiveness of providing health care and hold local commanders accountable.

(9) CHAMPUS will educate the consumer. Beneficiaries need to
understand that in a managed care system there are trade-offs in terms of
absolute freedom to choose the source of health care vs. limited access, quality,
continuity of care and possible financial incentives.

It is expected that these changes will be implemented immediately while
others will be implemented over a period of years.
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Legislative Initiatives

The FY91 DOD Authorization Act.° as amended by the Persian Gulf
Conflict Supplemental Authorization and Personnel Benefits Act of 1991,'
included a number of provisions concerning health care. Many of these
provisions are a direct result of issues discussed above.

Recognising the extraordinary increase in mental health care costs,
provisions in the law relating to CHAMPUS were changed so that inpatient
psychiatric care wa limited to 30 days per year for patients over 18 years of age,
and 46 days for patients under 19 years of age (with waivers allowed in certain
situations). For thou seeking admission, Congress stated that a mandatory
preauthorization of inpatient care would be required. Recognizing civilian
practices in this area, it wsa also considered appropriate that separate
deductibles, cost-sharing, and catastrophic caps be implemented for mental
health care.

In addition, Congress capped care at a residential treatment center (RTC)
at 150 days per year with the possibility of a waiver for extraordinary cases.
Mental health benefits provided by DOD have been very generous. The creation
of theft new policies would bring DOD care in line with care available in the
civilian or private sectors.

Congress prohibited DOD from reducing the number of medical personnel
(endstrengths), without justification, u a result of the reduction or draw clown
of military personnel in general. The availability of military medical personnel
should keep health care costs down by allowing eligible beneficiaries to receive
care at military facilities rather than via CHAMPUS or other more expensive
options.

The skyrocketing increase in CHAMPUS costs has prompted Congresa to
legislate an increase in the CHAMPUS deductible from $50 and $100 for
individuals and families, respectively, to $150 and $300. In the case of a
dependent or family of an enlisted member below pay of E-5 pay grade, the
deductibles remain at $50 and $100, respectively. While the tripling of these
deductibles may seem dramatic, it is important to note that they have not
increased since their creation in 1966. In fact, the new rate is less than what
they would be had they been indexed to inflation, and it is less than the 1990
rate for Federal Employee Health Benefit Plan-FEHBA BC/BS upon which they
were originally modeled. Currently, the BCIBS deductible is $200 per person,
two family members paying $200 maximum each for the family deductible, and
$50 per inpatient admire/on.

Congress also expanded DOD's authority to collect from third-party
insurers for services provided at MTFs. The Authorization Act expands the

*PL 101,510; Nov. 5, 1990; 104 Stat. 1485.

l*P.L. 102-25; April 6, 1991
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current collection authority to include outpatient, as well as inpatient care. In
addition, collections may also be made from Medicare supplemental coverage to
the extent that such payments would have been made had Medicare been used.

Congressional concerns over the implementation of the CHAMPUS Reform
Initiative (CRI, see Glossary) prompted language that set conditions to be met
before the program was authorized to expand. These conditions include (1) that
CRI should show itself to be more cost effective than CHAMPUS or any other
health demonstration project being conducted by the Secretary, (2) that the
contractor selected to underwrite the delivery of health care under CRI should
accomplish the expansion without disruption to CHAMPUS beneficiaries or
delays in the processing of claims, and, (3) that the contractor should be able to
financially underwrite CRI, both currently and in the future. Further, the
Comptroller General and CEO will be required to submit a report within 30 days
of the Secretary's certification evaluating that action.

Language was also included that will require a closer look at Uniformed
Service Treatment Facilities (USTF). The House Armed Services Committee
restated its interest in the feasibility of making USTF5 integrated members of
a managed care model. From FY82 through FY88, costs to DOD for care
received at these facilities increased at an extraordinary rate. The USTFs are
former Public Health Service Facilities that were initially authorized to provide
care to members/beneficiaries of the uniformed services at the same cost (rate)
beneficiaries would pay at MTFe. Some USTF agreements have since been
modified to allow for payments under CHAMPUS terms. This designated status
has been continued while awaiting a report from the Secretary. Should the
Secretary find that more cost effective care is available elsewhere in the
geographic region, this designation would be terminated. Otherwise, it is
expected that these facilities would become members of a managed care model.
Lacking receipt of this report, Congress has extended the designated-status
termination date to December 31, 1993, capped funding of these facilities,
provided the Comptroller General with the authority to examine records at these
facilities and required the Comptroller to audit these facilities during FY89 and
FY90 (with particular attention paid to funds and the source of funds for
lobbying efforts by these facilities).

Also, Congresa required that the Secretary concerned must submit to
Congress report before any Military Treatment Facility is closed or
downgraded (except in the case of a bue closure). This report must address (I)
the reason for the action, (2) the projected savings to the Government, (3) the
impact on CHAMPUS and Medicare in the catchment area, (4) the impact on
beneficiary cost-sharing, (5) alternative ways to provide care to the beneficiary
population that would not result in an adverse impact on this population, and
(6) an explanation of how care would be provided and at what costs to the
beneficiary population.

The House Armed Services Committee has noted its annoyance at the
problems concerning CHAMPUS budget submiuiona and has directed the
Secretary to ensure that future budgets are based on accurate projections of
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utilization rates and reflect a realistic estimate of the true cost of the
CHAMPUS program."

The House committee has stated its pleasure with and support of the
coordinated care program (outlined above) and intends to monitor DOD's
progress in achieving its goals.

Finally, the House committee encouraged DOD to continue in its efforts
concerning health promotion." It is believed that these efforts will yield
greater benefits to personnel and their families as well as result in cost savings
to the Department.

"US. Congresr. House. National Defense Authorization Act for Fiscal Year
1991: 297.

'Health promotion activities include educational program intended to
provide beneficiaries information and services that lead to a healthier lifestyle.
Smoking cessation, weight control, exercise and nutrition, and drug/alcohol
abuse programs are examples of health promotion activities.

1 '

64-300 0 93 7
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/ ASSESSMENT

As a reeult of the above initiatives, a number of results may be anticipated.
First, local military health care commanders will have greater control of the
health care delivery, system and can take steps to ensure that needed care is
provided efficiently and economically within the parameters of local resources.
Local commanders will be given control over the budgets for health care
(including MTFs and CHAMPUS). However, military managers will need
substantial training to interface with civilian/community level providers in
competitive environments. Legal, contracting, and political issues are
predictable as Military Treatment Facilities become *dive players in the local
civilian marketplace.

Second, risk snaring arrangements, increased deductibles, caps on services
provided, and separate deductibles for mental health care are likely to be viewed
by beneficiaries as an erosion of earned benefits. Such changes are politically
contentious.

Third, many of these reforms are being justified in terms of changes in the
civilian sector brougbt about largely by the same concern over cost increases.
However, the military services recognize that health care benefits are an integral
element in their ability to attract and retain personnel. Justifying changes on
the basis of the civilian sector (and making DOD benefit. more comparable to
what is found in the civilian sector) might have an adverse effect on recruiting
and retention.

Fourth, health care providers view the restrictions on care coverage and
caps, particularly in the case of mental health, as arbitrary and artificially
limiting the amount of care that may be required. They argue that this creates
an implicit tax on the provider and possibly the patient."

Fifth, expanding DOD's collection authority to a broader range of third.
party payers is likely to generate additional revenue. However, private insurers
note that their premiums are based on the fact that a certain proportion of their
population will receive health clue from the military (for free). Forcing third-
parties to pay will increase premiums for all those covered by private providers.
In essence, changes in the military health care system can affect thoee
individuals and payers not affiliated with DOD. Private insurers view the

"According to testimony submitted before the House Subcommittee on
Military Personnel and Compensation, April 24, 1991, Bryant Welch, Executive
Director of Practice for the American Psychological Association, stated '... (0)ur
experience with governmental agencies (such as CHAMPUS...) involved in health
care delivery is that they not only consistently underestimate both the overall
consumption and the cost of providing such services but also intensify overall
costs by ineffective, cost intensive review programs.' Arguably, differences in
consumption and compensation, as well as additional costs as a result of review
must be paid, at least in part, by the provider who may view it as an implicit tax
on services provided.

4 ,
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expanded pursuit of third-party payment ae an unfair method of legislatively
forcing private industry to easume DOD's responsibilities."

Conversely, collectir. from third-party inrurers may be viewed as receiving
benefits already paid for by the beneficiary and/or his/her employer. Arguably,
it is unfair to provide a windfall to these insurers at the texpayers expense.

Sixth, some have raised a question of age discrimination. Nowhere in the
legslation nor in the Assistant Secretary of Defense's proposal is it dated that
age should be used as a method of deciding how care is delivered. However, it
is possible that those over age 64 will be excluded from the IIIHSS network. As
noted above, military retirees who become eligible for Medicare (usually at age
65) lose their entitlement to CHAMPUS. Persons over age 65 incur much larger
than average health care expenses." It is argued that given limited budgets,
military health care commanders could seek to exclude the 65+ population from
the MHSS, thus forcing them to seek care from Medicare. Forcing this
population to Medicare (which can be more expensive for the beneficiary), would
likely:

1. Keep military costs down;

2. Keep military hospital space available for those who might
otherwise be forced to use CHAMPUS; and,

3. Keep military medicine directed toward a 'young and
vigorous force.

Retirees contend that it would be better if all sources of health care
coverage including Medicare were made a part of the military Coordinated
Care network. It is argued that by including Medicare, health care received at

"Congress expanded collection for hospitalization in 1985 under the
Omnibus Budget Reconciliation Act. The insurance industry opposed the
expansion 'saying it would force companies to raise premiums: (Smith, Paul,
Services to Start Collecting for Hospitalization, Army Times, Sept. 29, 1986, 22).
Such increases in premiums would affect both the companies and non-military
policy holders. For a more detailed discussion, see U.S. Congess. House.
Committee on Armed Services, Collection from Third-Party Payers of Costs of
Certain Medical Care Provided in l'acilities of the Uniformed Services, 98th
Cong., 2nd Sess., House Rept. 98-75. May 15, 1984.

"DOD patients who are in the age soup 65-74 use twice as many bed days
per year than patients 45.64. By the time a patient reaches age 75, he uses four
and one-half times as many hospital bed days per year. By the year 2000, DOD
conservatively projects the number of persons over age 65 who are eligible for
care in military hospitals will exceed 1.5 million. That is four times more than
the number of those eligible in 1980, and approaches twice the 910,000 who are
eligible today. See: Mendez, Enrique, 77th Interagency Institute: 6.

1 0
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an MTF could be billed to Medicare under 'Medicare subvention funding.'
In this way, the military commander would not assume the oost of caring for
thoose eligible for Medicare, and the retiree would continue to have the option
of receiving care at an MTF. In addition, the true support provided by the MTF
would be recognised. It can be argued that if subvention funding were allowed,
administrative costa resulting from coordination between the two progrems
would increare. Since receiving care at an MTF is cheaper than at private
facilities, allowing for subvention funding may actually result in savings for the
Medicare. In other words, health care provided by DOD could be cheaper for
Medicare than the same care provided in the private sector and billed to
Medicare. However, military provided care for Medicare-eligibles currently
provides a windfall to Medicare. Therefore, should subvention funding be
allowed, it is likely that Medicare outlays would increase. These Medicare costs
would, arguably, increaae to a greeter extent if Medicare-eligible retirees were
turned away from military health care and forced to receive care in the private
sector via Medicare.

Faced with limited budgets, the need to attract CHAMPUS patients to
MTF., and the expense of providing care for thaw over age 64 who may
otherwise be sent to Medicare, some commanders might opt to use MTF spaces
for CHAMPUS-eligible beneficiaries and refer those over 64 to Medicare.

Finally, the ability of DOD and Congress to reform the situation of the
MUSS muat be considered. Politically, this issue is troublesome. Members of
Congress are faced with (1) a military medical budget that is skyrocketingin
spite of efforts to slow its growth, (2) growing constituency (military active
duty/retirees/dependents) demanding their 'promised' benefits, and (3) a budget
deficit and political atmosphere that makes cuts in the overall military budget
necessary.

*Military members pay Social Security taxes that entitle them to Medicare
coverage. Medicare subvention funding is term used in proposals to allow the
DOD to bill Medicare when DOD provides health care service to medicare-
eliffible beneficiaries.
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GLOSSARY

CAM Catchment Area Management, a precursor of coordinated care in which
hospital commanders control both direct care and CHAMPUS dollars to expand
medical care at their hospitals or to discount health care from local providers.

CHAMPUS Civilian Health and Medical Program of the Uniformed Service,
a health benefits program for certain dependents of active duty personnel,
retirees, and their dependents (as well as certain others) of the uniformed
services.

CHAMPVA Civilian Health and Medical Program of Veterans Affairs, a
medical benefits program through which the VA helps pay for medical services
and supplies obtained from civilian sources by eligible dependents and survivors
of certain veterans.

Coordinated Care -- a major initiative which marries the direct care and
CHAMPUS systems. Under this initiative, a 'health network" of providers is
utilized with local commanders being given greater responsibility for access to
and the cost of health care.

CRI CHAMPUS Reform Initiative (also known as CHAMPUS Prime-a DOD
HMO, and CHAMPUS Extra-a DOD PPO), a program aimed at reducing medical
costs to both beneficiaries and the government through the use of discounted
health care to patients who choose from a pre-approved list of doctors who have
agreed to limit their charges.

DEERS Defense Enrollment Eligibility Reporting System, a nationwide
computerized data bank which lists all active duty and retired military members,
and which also include their dependents. Active duty and retired service
members are listed automatically, but these members must list their dependents
and report any changes to family members' status (divorce, adoption, etc.).
CHAMPUS claims processors check DEERS before processing claims, to make
sure patients are eligible for CHAMPUS benefits.

Dependents For a member or former. member of the uniformed services, a
dependent is defined as 1) the spouse; 2) the unremarried widow(er); 3) the
unmarried legitimate child (including adopted child or stepchild) who is either
a) under 22 years of age, b) incapable of self-support because of physical or
mental incapacity that existed before the disqualifying birthday and dependent
on the member or former member for at least one-half of his support, or c)
under 24 years of age and enrolled in a full-time course of study as approved;
4) a parent or parent-in-law residing in the residence and dependent upon the
member or former member for at least one-half of his support; and, 5) certain
former spouses (see Burrelli, David F., Military Benefits for Former Spouses:
Legislation and Policy Issues, Congressional Report 89-187F, March 20, 1989.

A . --
1
t. t.
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DRG Diagnostic-related groups, a new way of paying civilian hoepitals for
inpatient care under CHAMPUS. They are effective in 49 states, the District
of Columbia and Puerto Rico only Maryland is exempt Under DRGs,
CHAMPUS pays most hoepitals a fixed rate for inpatient services, regardless of
how much the care actually costs.

HMO Health Maintenance Organization, a health insurer that provides
covered services directly or pays for covered services only when furnished by a
network of affiliated providers.

MIMS Military Health Services System, a generic term used to describe the
many facets of health care made available by the Department of Defense
including Military Treatment Facilities and CHAMPUS.

MTF Military Treatment Facility (also referred to as uniformed service
hospitals), includes all military hospitals and former Public Health Service
hospitals now called 'Uniformed Service Treatment Facilities.'

PPO Preferred Provider Organization, a network of civilian health care
providers who agree to provide care at fixed or reduced rates.

PRIMUS Walk-in clinics run by civilians under Army contracts (Nav Care is
the Navy version of Primus).

Project CARE Coordinate Appropriate Resources Effectively (CARE), a
program under CHAMPUS, as directed by Congress, to conduct an expanded
Home Health Care (HHC) Demonstration as a part of an individualized case-
management range of benefits. This program is designed to provide less
expensive alternatives to long term and repeated hospitalization for beneficiaries
with chronic and catastrophic health problems requiring medically complex care.

Project IMPRINT Former name of the CHAMPUS Reform Initiative. The
term Project IMPRINT is no longer in use.

Project RESTORE A major initiative made up of a number of components
including the Partnership Program in which local community civilian providers
treat CHAMPUS patients in military hospitals at a discount from their normal
charge; and, the Alternate Use of Champus Funds Test under which each
military service can use up to $50 million of its CHAMPUS funds for projects
that use military hospitals to treat CHAMPUS patients.

Residential Treatinent Centers RTCs are centers that provide long-term
treatment for children or adolescents suffering from serious mental disorders.

USTF Uniformed Service Treatment Facilities (See MTF), formerly Public
Health Service hospitals in Baltimore, MD; Boston, MA; Seattle, WA; Portland,
ME; Cleveland, OH; Houston, Galveston, Port Arthur, and Nassau Bay TX; and
Staten Island, NY.

USVIP Uniformed Services Voluntary Insurance Program, an insurance
program offered by Mutual of Omaha Insurance Co. designed to provide former
members and certain former spouses with temporary coverage.
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Reprinted from Veterans' Programs: Major Legislation and Issues in the 102d
Congress: Issue Brief, by Anne Stewart and Mary F. Smith. Washington,
Congressional Research Service, Updated Regularly. p. 2-5.

Health Programs
The VA provides health care to eligible veterans in its own facilities 171 VA

hoepitals, 129 nursing homes, 354 outpatient clinics, and 35 domiciliaries. Care is also
provided through VA contractual agreements with non-Federal facilities, such as
community hospitals and nursing homes and on a grant basis in State veterans' home
facilities. Certain dependents and survivors of vetersns are eligible for VA medical care
under the Civilian Health and Medical Program (CHAMPVA). Care for dependents and
survivors is generally provided in non-VA facilities.

Current eligibility requirements for veterans' inpatient hospital and nursing home
care were established in 1986 by P.L. 99-272, as amended by P.L. 101-508 in 1990. The
VA is required by law to furnish free hospital care and may furnish free nursing home
care to veterans in the 'mandatory care" category. Veterans in the mandatory care
category include veterana with service-connected disabilities; former prisoners of war;
certain veterans exposed to Agent Orange or atomic radiation; veterans disabled as a
result of VA treatment; pre-World War II veterans; veterans receiving cash assistance
under the VA's income-based pension program; veterans eligible for the income-based
Medicaid program; and veterans with nonservice-connected conditions who have annual
incomes at or below $18,843, if single, and $22,612, if married with one dependent, plus
$1,258 for each additional dependent.

The VA is allowed to provide hospital care and nursing home care to other
veterans but only if space and resources are available and if they contribute to thecost
of care. So called "non-mandatory category' veteransare those with health conditions
not related to their military service who have incomes above the mandatory category
levels. To receive VA hospital care, they must pay the lesser of the cost of care received
or the amount of the Medicare deductible (currently $652) for the first 90 days of care
during any 365-day period, plus $10 per day beginning on the first day of care. For
each succeeding 90 days of care, they are required to pay the lesser of the cost of care
received or half the amount of the Medicare deductible (currently $326) plus the $10-
per-day copayment. To receive nursing home care, they must pay the lesser of the cost
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of care or the Medicare deductible for each 90 days of care during each 365-day period,
plus $5 per day beginning on the first day of care. The per-day copayments were first
established by Pl. 101-508, and are currently in effect through FY1997. PL. 101-508
also established $2 copayments for each 30-day supply of medication furnished on an
outpatient basis to veterans treated for a nonaervice-connected condition (except
veterans with service-connected disabilities rated 50% or more), also in effect through
FY1997. Leeslation adopted at the end of the 102d Congress exempted low income
veterans (those eligible for VA pension payments) from the medication copayment
requirement (PL. 102-568).

Legislation

Persian Gulf War Veterans. Proposals to address certain health care concerns
related to service in the Persian Gulf War were enacted during the 102d Congress. The
Pertian Gulf personnel benefits package (P.L. 102-25) included amendments making
Persian Gulf War veterans eligible for certain existing veterans' health benefits, for
which they would not have been automatically eligible. PL. 102-25 also expanded
eligibility for VA readjustment counseling services under the Vet Centers program to
any veteranincluding Persian Gulf veteranswho has served on active duty after May
7, 1975 in an armed conflict area. (Vet Centers services formerly were available only
to Vietnam-era veterans.) In addition, the law required DOD and VA to submit reports
to Congress on the need for services for Persian Gulf service members who experience
post-traumatic strew disorder (PTSD), the availability of PTSD treatment services and
resources, PTSD treatment plans and related information. A marriage and family
counseling program for certain Persian Gulf War veterans and their families was
authorized by provisions contained in PL. 102-405.

Legislation was adopted to require the VA to establish and maintain a registry
documenting the health status of veterans who served in the Persian Gulf War theater,
including any disability claims filed by such veterans (P.L. 102-685). The measure also
required the VA to provide health examinations, upon request, to eligible veterans. The
law expanded coverage of the DOD registry (established by P.L. 102-190), which lists
service members exposed to fumes of burning oil in the Persian Gulf. In addition, the
law required the Office of Technology Asaessment to monitor the development and
maintenance of both VA and DOD registries, to study the utility of the registries and
the adequacy of VA and DOD health examinations, and report its findings to Congress.
DOD and VA are required to jointly fund National Academy of Sciences review of
scientific and medical information on the health consequences of in-theater service
during the Persian Gulf War. And finally, the law requires the President to designate
a Federal agency head to coordinate all Federally-funded research in this area.

Nurse and Physician Pay. In response to concerns about the VA's ability to attract
and retain qualified health personnel in ita hospitals, legislation was enacted to revise
the "special pay" rules under which higher salaries are awarded to physicians and
dentists for certain recruitment and retention categories specified in law. P.L. 102-40
increased the amounts of special pay that are awarded bated on full- and part-time
status, length of VA service, scarcity in a medical specialty, and oervice in executive
positions. The law also added "exceptional qualifications' as a new category for which
special pay can be awarded. In addition, P.L. 102-40 amended VA labor relations rules
to subject certain conditions of medical care employment to collective bargaining rights
and to revise grievance procedures for various VA medical care personnel. Legislation
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was also adopted to amend the nurse pay structure established by the Nurse Pay Act
of 1990 to replace the 4-grade structure with 5 grades, revise the methodology used for
setting pay levels, require certain nurse pay reports, and make other changes (P.L. 102-
585). Other health personnel pay amendments were enacted ss part of P.L. 102-405.

Women Veterans. Proposids were adopted to expand health services for women
veterans, particularly services for women who were victims of sexual abuee during their
military service. Provisions contained in Pi. 102-585 authorize the VA to provide
counseling to women veterans traumatized as a result of sexual assault (including
sexual harassment) that occurred during active duty service. Women veterans are
eligible for counseling within two years of discharge from service or, in the case of a
veteran discharged before Dec. 31, 1992, not later than Dec. 31, 1993. The VA is
required to train health professionals in this area, disseminate information to veterans
on the availability of services, and report to Congress on the program. In addition, the
VA is authorized to provide certain health services to women veterans, such as pap
smears and breast exams; to report on research and services related to health care for
women veterans; to appoint coordinators of women's health care in each regional office;
and to study the health needs of women veterans.

Homeless Veterans. Several proposals to expand VA services to honeless veterans
were enacted into law. PL. 102-405 contains provisions to require the VA to assess
homeless programs operated by its hospitals and replicate those considered effective in
reintegrating homeless veterans into the community. In addition, VA hospital directors
are required to assess the needs of homeless veterans living within each hospital
catchment area, determine the extent to which their needs are being met, and, in
coordination with other public and private officials, develop a plan to coordinate
homeless services among public and private programs. P.L. 102-405 also extended the
homeless chronically mentally ill (HCMI) program through FY1994 and authorized $50
million for both the HCMI and the VA domiciliary homeless care programs for FY1993.

In addition, a proposal to demonstrate comprehensive homeless service centers was
adopted as part of P.L. 102-590. The measure also required the placement of VA
benefits counselors in various VA homeless program sites. In addition, it authorized
a new program of grants to nonprofit organizations to conduct outreach and provide
training, counseling and transitional housing services to homeless veterans. Grants are
for acquiring, expanding, or renovating facilities, rather than for services. Grantees
receive per diem payments equal to 50% of the colt for services provided to veterans.

The House Appropriations Committee, in its FY1993 VA appropriations bill report,
directs the VA to conduct study on alternatives for housing homeless veterans in
abandoned Federal facilities and to report on progress in meeting the needs of homeless
veterans (H.R. 5679, H.Rept. 102-710).

Post-Traumatic Stress Disorder (PTSD). P.L. 102-405 contains PTSD provisions,
including a requirement that VA develop a plan to expand and improve treatment
programs and outreach activities for veterans suffering from PTSD, and report to
Congress on the plan within 6 months of enactment.

Transitional Housing. Legislation was enacted to authorize a transitional housing
demonstration program for veterans in VA compensated work therapy (cwi) programs
to assist them make the transition to independent living in the community. P.L. 102-54
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authorized the VA to operate up to 50 residences as therapeutic transitional housing.
The law also authorized the VA to establish revolving fund from which funds can be
lent to nonproOt organizations for establishing transitional group homes for veterans
who are receiving care or received care for substance abuse.

Resource Sharing. VA-DOD health resource sharing agreements were expanded by
PL. 102-585 to allow VA and DOD to provide services to CHAMPUS and CHAMPVA
beneficiaries,. Copayment requirements under both programs can be waived. The VA
must consult with veterans' service organizations in carrying out the program.

Medical Care Coot Recovery. PL. 102-568 extended the VA's authority to collect
from a service-connected veteran's third party health plan the cost of care provided by
the VA for treatment of a non-service connected condition, through July 31, 1994.

Copayments. PL. 102-568 extended the authority for per day inpatient copaynients
and medication copayments through FY1997 and exempted low income veterans (those
eligible for VA pension payments) from the medication copayment requirement.

Program Extensions and Other Changes. P.L. 102-86 contains provisions that
extended the VA's authority to contract for care for community-based substance abuse
treatment programs, through Dec. 31, 1994. The law also extended the VA's authority
to contract for care with the Philippines medical center, through Sept. 30, 1992. P.L.
102-585 expanded this authority through FY1996. In addition, PL. 102-585 contains
provisions to authorize a new national preventive health center to carry out research,
clinical, and educational activities; require each VA hospital to have a designated indoor
rmoking area; make the respite care program permanent; and to amend procedures for
procuring pharmaceuticals. P.L. 102-585 also made permanent the VA's authority to
make grants to State homes caring for veterans.
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Reprinted from Health Care Reform: Mandated Employer-Provided Coverage:
Iuue Brief, by Beth C. Fuchs. Washington, Congressional Research Service,
Updated Regularly. 12 p.

fiLIMALSBX

Americans traditionally have relied on employers for their health insurance.
However, in 1991, of the 35.4 million Americans without health insurance, 84% were
employed or lived in families of workers. Rising health care costs and changing
conditions in the private health insurance market may be leading to a decline in
employer-provided coverage.

Employer-provided health insurance has taken center stage in the congressional
debate over health care reform. At present, the Federal Government does not require
employers to offer or pay for health insurance coverage for their employees or their
employees' families. However, as a result of past actions by Congress, employers who
offer health insurance have to conform to specific requirements affecting the nature of
their health insurance plans and the entitlement to those plans. Mandating that
employers provide coverage is viewed by many in Congress as the beet way to achieve
coverage of uninsured workers and their families. It builds upon the existing employer-
based health insurance system, and expands coverage in a way that does not explicitly
require significant new spending by the Federal Government.

Many bills introduced in the 102nd Congress would have required employers to
provide health insurance to their workers and their dependents or pay a contribution
to a public program that would insure uncovered workers and others not connected to
the workforce. Additional funds to support the public program would be raised from
taxpayers. This approach is referred to as 'play or pay.' It is a variation of the
mandated employer approach in which employers are required to provide and largely
pay for a basic health insurance plan for their employees and their employees' families.
A smaller nuniber of bills introduced in the 102nd Congress required employers to offer
a basic health benefit plan but not to pay for it. President Clinton's campaign plan for
national health care reform would phase in a requirement on employers to provide basic
insurance.

Substantial controversy surrounds the play or pay approach and employer mandate
bills more generally. Proponents argue that providing health insurance is an
en.ployer's responsibility. They say that the costs of providing care to uninsured
workers are being shifted by health care providers to those employers who provide and
pay for health insurance. Those who favor the play or pay approach say that it leuens
the costs and administrative burdens of the mandate for smaller employers and other
employers that otherwise could not afford to purchase insurance. Opponents argue
that it is not an employer's reaponsibility to provide health insurance, but instead the
responsibility of the individual or the Government. They say that many employers,
especially smaller ones, cannot afford to offer insurance, even under play or pay
approaches. Opponents also argue that the added costs of mandatory coverage
(whatever its design) would lead to increased unemployment, especially of low-wage
workers, and would reduce their ability to compete with other employers, in this and
other countries.

Only one employer-mandate bill, an amended version of S. 1227, had been voted
out of committee by the close of the 102nd Congress. But mandated employer coverage
is likely to be one of the major health care reform approaches considered by the 103rd
Congress.
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Most Recent Developments

In the 10.2nd Congreas, one 'pay or play' bill, an amended version of S. 1227
('liselthAmeriere) was voted to be reported out of the Senate Labor and Human
Immures' Committee. No frmther movement occurred. However, requiring most
employers to provide basic health insurance to their employees was a eore part of
President Clinton's campaign proposal to provide secede to health insurance for
affAisseicana. Assuming that it rental= part of the President's reform package
sent to the Congress this spring, an employer mandate will be among the leading
reform options debated by the 103rd Conmat.

BACKGROUND AND ANALYSIS

Uninsured Population

In 1978, about 12.3% of the nonaged (below 65 years old) population did not have
any health insurance. By 1986, the percentage had risen to 14.8%. The percentage of
uninsured held relatively steady through 1990 but jumped to 16% by 1991, pcesibly due
to the ineresee in unemployment resulting from the recession. In 1991, a total of 35.4
million Americans were unineured. Low-income households were more likely to lack
health insurance than those with middle or high incomes, and 84% of the uninsured are
employed or lived in families where the head of the household is employed. (These
estimates are barred on CRS and Congressional Budget Office analyses of Health
Interview Survey and Current Population Survey data.)

The growth in the uninsured over the lest decade may have several causee. First,
although the proportion of Americans in the work force has been growing, the percent
receiving health benefits has been dropping. Some analysts attribute this trend to
shifts in employment Many of the new job. created in this decade have been in the
eervice and nonmanufacturing industries, the sectors least likely to provide coverage.

Second, the proportion of the population receiving coverage through another
family member's employment has been dropping. Several factors have contributed to
this decline. A. coverage of primary workers has dropped, so too has coverage of their
dependents. Also, a growing number of workers appear to be electing coverage for
themeelvee and not their dependents. In 1986, workers who were themselves covered
through employment failed to cover their spouses in 3% of the cases. About 8% of the
children of insured workers were uninsured. This reflects in part a decline in employer
contributions to the cost of dependent coverage, a trend that is continuing. In 1980,
72%.of medium- and large-size firms paid the full costs of coverage for their workers,
and 51% paid the full cod of dependent coverage. By 1989, fully paid individual
coverage was available in only 48% of the firms, and fully paid coverage in 31%.
Changes have also occurred in family structure; there are more households with older
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children or unrelated individuals. Such family units are less likely to meet the
definitions in insurance coverage rules.

Third, coverage from nonemployment sources declined, particularly Medicaid
oDvsrage. In the 1980s, welfare and Medicaid eligibility standards failed to keep pace
with inflation; while the absolute number of people in poverty was rising, the number
of people receiving Medicaid stayed relatively flat. Recent changes in the Medicaid
program, such as initiatives to cover more pregnant women and children, appear to
have reversed this trend.

Insurance status has implications for access to health services. The uninsured are
less likely to use health services and are more likely to be in poorer health than the
insured population. The 1986 National Access Survey (done for the Robert Wood
Johnson Foundation) reports, for example, that the uninsured had approximately 40%
fewer ambulatory visits and 19% fewer hospitalizations than the insured. Of those
individuals surveyed who had chronic illnesses, 20% of the uninsured failed to see a
physician or other provider over the course of a year, compared to 17% of the insured.
In addition, the uninsured are more likely to delay seeking care; when they seek caze,
the ailment may be more serious and coetly to treat. Also, the uninsured rely more on
emergency rooms for basic services, experience higher rates of death in hospitals, and
are less likely to receive specific procedures (see, e.g., Journal of the American Medical
Association, Comparison of Uningured and Privately Insured Hospital Patients, by Jack
Hadley et al., Jan. 16, 1991).

Working Uninsured

Largely as a result of labor union pressures for better employee benefits, and
Federal tax incentives that allow employers to deduct the costs of providing health
benefits to their employees, employer-related health insurance became increasingly
commonplace after World War 11. Today, after paid vacations, it is the most common
fringe benefit offered by employers. Sixty-four percent of nonaged Americans are
covered by employer-sponsored health plans. As a result (and in contrast to many other
western nations where health benefits are provided through government programs),
workers in the United States have grown to rely on employer-provided benefits for
thesc basic protections. However, as the following statistics reveal, not all employers
offer health benefits and, when offered, not all employees accept them.

A CRS analysis of March 1990 CPS data reveals that in 1989, 17.8 million
uninsured workers reported no coverage from an employer plan. Another 10.6 million
uninsured were dependents of workers. The majority of uncovered workers are low
wage earners. The Employee Benefit Reoearch Institute (EBR1) reports that in 1988,
89% of all uninsured workers earned lesa than $20,000; 66% earned less than $10,000.
Almoot 30% of uninsured workers earned less than what war then the Federal
minimum wage.

Workers in certain employment 'lectors are much more likely to lack health
insurance coverage than the average American worker under age 65. These include
workers in agriculture; retail trade; services (business, repair, entertainment and
personal); and construction. Workers in other employment sectors (including
manufacturing, finance, transportation, and wholesale trade) lack insurance coverage
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only one-third to one-half as often as workers in the shove employment sectors. The
likelftzood of being insured under an employer plan also increases with firm size, and
being self-employed. According to EBRI, in 1988, elope to 50% of uninsured workers
were employed ov salf-employed in firms with fewer than 25 employees.

History of Federal Employer Mandates

Requirements on Existing Employer Plans

The Federal Government has traditionelly left the regulation of insurance
(including rules relating to rating, benefit content, marketing, and solvency) t..) the
States. The Employee Retirement Income Security Act of 1974 (ERISA) a Federal
law preempts States from regulating employee welfare benefit plans. Thus, whereas
the States regulate ineurers, it is the Federal Government that regulates employers and
their health plans. (Hawaii is an exception. ER1SA was amended to allow Hawaii to
continv- its law requiring employers to provide health insurance coverage.) Included
under employee welfare benefit plans are self-insured (also known as self-funded) health
plans, where the employer assumes all or some of the risk for paying claims, instead of
paying premiums to an insurance company which in turn assumes the risk.
Accordingly, if an employer purchases insurance, the insurance is regulated by the
State. The plan itself is regulated by ER1SA. If the wmployer self insures the plan, it
is solely regulated under ER1SA. Plans that are regulated under ER1SA must comply
with notification, discloaure, and fiduciary standards. ERISA does not regulate the
benefit content of plans. This means that self-insured employers are relatively free to
structure their plans as they desire, of if their employees are represented by a union,
through the collective bargaining process. As discussed below, however, both self-
insured and insured health employer plans have to comply with specific Federal
requirements.

For example, the Health Maintenance Organization Act of 1973 (P.L. 93-222)
requires that certain employers with 25 or more employees offer a health maintenance
organization (HMO) option in their health plan if a qualified HMO exists in their area.
In 1978, Congress amended the Civil Rights Act to extend the prohibition against sex
diacrimination in employment to include discrimination on the basis of pregnancy, child
birth, or related medical conditions (P.L. 95-555). As a result, larger employer health
plans must treat women affected by these conditions similarly to other employees, based
on their ability or inability to work.

In the 1980e, two other major sets of Federal requirements were imposed on
employer health benefit plans: the health insurance continuation requirements under
Title X of COBRA and the Medicare secondary payer requirements. In the first case,
the passage in April of 1986 of Title X of the Consolidated Omnibus Budget
Reconciliation Act (COBRA), marked a major departure in Federal law and regulation
of employers' welfare benefit plans. It was the first time that the Federal Government
mandeted specific benefit in employee welfare benefit plans. While COBRA does not
mandate that employers provide health insurance, it does require that empllyers with
20 or more employees who do provide health benefits offer qualified employees and
their families the option of continued health insurance for certain periods of time at
group rates when faced with lois of their coverage because of certain qualifying events,
such as termination or reduction in hours of employment, and death, divorce, and other
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changes in family status. (See CRS Issue Brief 87182, Private Health Insurance
Continuation Coverage, by Beth C. Fuchs.)

A different type of employer mandate was legislated through changes in the
Medicare program and amendments to the Age Discrimination in Employment Act of
1967. Before 1982, employers generally used Medicare coverage as the basic health
insurance for their Medicare-eligible employees tupplemented by an employer-provided
policy which filled in gaps in the Medicare coverage. This tended to ensure that health
care costs for their older workers were confined to supplemental as oppcsed to basic
health care coverage. In 1982, as part of the Tax Equity and Fiscal Responsibility Act
(TEFRA, P.L. 97-248), Congress adopted a proposal by the Reagan Administration to
require that private employers with 20 or more employees offer their employees and
their employees' spouses, age 65-69, their health insurance plan, which would be the
primary payer for all claims. The goal was to reduce Medicare expenditures by shifting
the health care coots of older workers onto employers. The 'working aged' or
'secondary payer' requirement was expanded through subeequent laws. The Deficit
Reduction Act of 1984 (DEFRA, P.L. 98-369) expanded the spousal coverage to include
all beneficiaries 65-69 with working spouses under age 65. COBRA, (P.L. 99-272) made
Medicare benefits secondary to those payable under employer group plans for employed
individuals age 65 or over, and the spouse. age 65 or older, of any employed individual
regardless of am. OBRA of 1986 (P.L. 99-509) included a Reagan Administration
proposal requinng employers with 100 employees or more to offer their disabled
workers and their spouses the option of coverage under their employers' health plan
as the primary insurance policy. OBRA 90 (P.L. 101-608) extended current Medicare
secondary payer provisions and lengthens a current law secondary payer requirement
relating to end-stage renal disease beneficiaries.

Move Toward Federally Mandated Health Insurance Coverage

While Title X of COBRA and other Federal requirements affect the nature of
employer-sponsored health plans, they do not require employers to provide health
insurance to their employees or their employees' families. The idea of requiring
employers to provide and largely pay for their employees' health insurance was
incorporated in a Nixon Administration proposal for achieving expanding access to
health care, called the Comprehensive Health Insurance Plan (CHIP). The Nixon
proposal was developed to compete with national heelth insurance proposals which
relied heavily on the public financing and provision of insurance. Neither the employer
mandate or public program approach attained sufficient support to be enacted. The
Carter Administration also developed legislation to require employers to provide baaic
health insurance as an employee benefit. Like the NIcon plan, it would have also
expanded Federal programs to include those who remain uncovered under employer
plans. The Carter proposal wax criticized by representatives of small business who
argued that requiring them to provide insurance would add significantly to their labor
costs and threaten their viability. It also fell victim to an absence of consensus among
health policy makers.

Improving access to health insurance reemerged as a major health issue in the
100th Congress. Faced with large Federal budget deficits and an apparent diminished
interest in Government-financed solutions, many in Congress turned to employers as
a potential source of expanding access to health insurance coverage. In the 100th and
101st Congresses, the Senate Labor and Human Resources Committee marked up and
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reported favorably to the full Senate bills (S. 1265 and S. 768 respectively) that would
have required moat employers to provide basic health insurance to their employees and
their employees' families. These bills were strongly opposed by small and many large
busbies's' and were never considered by the Senate or the House. Opposition also
came from those who favored other approaches to expanding coverage.

In the 102nd Congress, expansion of employer-based ineurance throuei a mandate
on employers continued to be favored by many as a way to achieve improved coverage
of workers and their families. S. 2114, for example, would require employers to provide
basic health care to employees. Employers that fail to provide coverage would be fined
850 a day per eligible employee. However, moat propose/a (including S. 1177, S. 1227,
HR. 2535, H.R. 3206, and HR. 5050) adopted a variation of the mandated approach
referred to as "play or pay." Under this approach, employers would be required to pay
for basic health coverage for workers and their families or to pay a tax (usually based
on a percentage of payroll) which, in turn, would be uaed to provide health insurance
benefits to uncovered persons through public program. Hearings were hal on theae
proposals in both the House and Senate, but only one bill made it through full
committee. On Jan. 22, 1992, the Senate Labor and Human Remources Committee voted
10-7 to report an amended version of S. 1227 to the full Senate.

An employer-based approach to expanding coverage is likely to be one of the
reform options given serious consideration in the 103rd Congress. This is especially
likely since President Clinton has embraced mandated employer provided health
ineurance as part of his plan to achieve universal coverage. Under the Clinton plan (as
developed during the campaign), employers would be phased in under a requirement to
provide coverage to their workers and dependents. Subsidies and pooling programs
would offset the coats for small firms. Publicly sponsored insurance pools (known as
health insurance purchasing cooperatives or HIPCs) would offer a choice of private
insursnce plans for those persona not covered by employer health plans.

Issues Related to Mandating
Employer-Provided Health Insurance

The debate over mandated employer-provided health insurance raises questions
about the potential economic effects of mandates on employers, on employees' wages
and salaries, and on the national economy. These questions are especially significant
in respect to the effect of mandated coverage on small employers. The debate also
raises philoeophical issues such as the nature of an employer's obligation to his or her
employeNt and whether it is appropriate for the Federal Government to require that
employers offer insurance.

Issues for Small Employers

As noted earlier, the likelihood that an employer will offer health benefits
increases with firm size. According to a 1989 survey of employers by the Health
Insurance Association of America, 26% of firma with fewer than 5 employees offered
health benefita. This compares with 54% for firms with 5 to 9 employees, 72% for firma
with 10 to 24, 90% for firms with 25 to 49, 97% for firms with 50 to 99, and 99% of
firma with 100 or more employees. Of the employed uninsured, 50% worked for firms
with fewer than 25 employees.
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It is often stemmed that smaller employers are less likely to offer healthbenefits
becaum of the high costs of premiums (generally higher than for large firms),
administrative burdens, and the perception that workers prefer mpheag 3 to benefits.
animates place the costs of immure's= for small employers at anywhere front 10% to
40% higher than for large employers.

Researchers have concluded that smaller employers tend not to offer health
insurance becauee they: (1) face higher per-worker premiums since the risk for insurers
is spread over fewer persona; (2) do not benefit to the same extent as larger firms from
the tax advantages emaciated with offering health insurance; (3) experience higher
fixed costs in choosing and administering a health plan; (4) have relatively higher
worker turnover rates and a greater use of part-time and semanal employees, which
increase their administrative fess relative to the fees charged for larger firms; and (5)
tend to have narrower profit margins from which to pay relatively higher premiums.
The bottom line may be, however, that many small employers do not offer health
insurance because they do not need to do so to attract end retain employees.

Associations representing small employe= argue that forcing small employers to
offer health insurance will result in higher prices, lower wages, more business failures
and fewer jobs. They say that a mandate would increaae the costs of laborto the point
where companies, especially smaller ones, would reduce wages, or in the cue of firm
with minimum and low-wage workers, reduce their labor force. Health insurance is a
relatively expensive benefit. Private sector surveys report that in 1990, health benefits
cast on average over $3000 per employee. For the 30% of unineured workers who are
paid less than the minimum wage (bleed on 1968 EBR1 figures), the added hourly cost
of a health insurance benefit could be prohibitive,even if the employee were required
to pay a share of the premium. Although a mandated insurance package mightbe less
comprehensive and therefore less expensive than the average private sector policy, it
could still produce reductions in the employment of low wage workers as employers
attempt to adjust to higher labor coats. But it should be noted that there is subetantial
debate over whether mandated coverage would reault in reductions in employment.
While some analysts say that a mandate on employers to provide insurance would result
in a significant decline in jobs across the economy, otherssay that any such job losses
would be largely offeet by the creation of new jobs resulting from the increased demand
for health care services.

Another argument used against mandated coversge for small employers is that
low-wage workers prefer to receive cash benefits or are already covered indirectly
through a family member's ineurance policy, and should not be forced to accept reduced
earnings. This contention is eomewhat supported by surveys of employers.

Many proponents of mandated coverage agree that small employers might be
adversely affected if they were required to offer (as well as pay some portion of) health
insurance. They suggest, however, that potential problems for small employers could
be reduced through mechanisms designed to lower the costa and/or the administrative
burdens of offering health insurance. For example, the cost of mandated coverage could
be partly or fully offset by tax credits for firma for which the mandate creates a
financial hardship. Tax credits, however, are likely to require a significant loss in
Federal revenues, especially if health care cods continue to rise at their present rates.
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Another possibility for lessening the adverse effects on smaller employers is to
allow employers to pay less than would be required if they had to purchase the
insurance in the marketplace. This is the rationale for the 'play or par approach
descrilied above. The cost of the mandate to the employer would then depend on the
amount of the payroll contribution or tax required by the law. Employers that could
buy health insurance for their workers for less than the payroll tax would presumably
make that choice. Employer* that found the contribution to be less than the cost of
insurance would choose to pity. However, any cost, whether it be to play or pay, may
be viewed by many employers as too high.

Another pomibility would be to encourage the pooling of large numbers of small
employers in one large group, thus enabling them to obtain health insurance at lower
ccets. Pooling mechaniams have been employed with mixed success. (For more on
pooling, see Insuring the Uninsured: Options and Analysis, by the Health Insurance
Team. Congressional Research Service. Washington. 1988.)

Question of Employer Responsibility

Proponents of mandatory employer-provided health insurance argue that
employers have a basic obligation to ensure that their employees have access to health
insurance just as they have an obligation to provide a living wage. They assert that a
minimum health benefits law should be established in the same manner as the Federal
Government has established a minimum wage law. They say that it will ultimately
lower the nation's health bill because more people will have timely access to health
care. PePpie will seek care when they first need it and not wait until their illness or
disability requires heroic and expensive treatment. In addition, they argue that
requiring employers to provide coverage is in keeping with the nation's heavy reliance
on employment-related insurance. They further assert that relying on private rather
than government-provided ineurance builds on the American tradition of providing
health insurance through a competitive marketplace.

Proponents also argue that this approach will increase equity across employers and
taxpayers. According to a CRS ,snalysis (based on March 1990 CPS data), 23 million
working Americans receive coverage through employers for whom they are not directly
working. In addition, health insurance premiums are priced to include not only the
direct cost of providing health care services to an employer's workers, but also other
coets borne by the providers of health care for uninsured or underinsured individuals,
a substantial portion of which are uninsured workers. Consequently, employers who
are paying for health care coverage for their employees are subsidizing those employers
who are not paying for coverage as well as subsidizing the costs of care for the
nonworking uninsured. On the other hand, individuals who are not offered insurance
by their employers are not benefiting from the $46 billion (FY1993) in favorable tax
treatment received by employees in firms that provide health benefits. (See CRS Report
90-507, Taxation of Employer-Provided Health Benefits, by Beth Fuchs and Mark
Merlis. Oct. 2, 1990.)

Opponents of mandatory employer-provided health insurance counter by arguing
that employers have no inherent obligation to provide health benefits. They assert that
the individual has responsibility to purchase insurance in the private market. For
those individuals who cannot afford to pay for health insurance, then the public sector
should provide a minimum level of health care. They argue that an employer's decision
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to provide insurance cc to revile a specific set of hseith benelits should not be dictatedby the Government. Hither, it is lebormatisgement negotiations or free-market
competition among insurers vying for employees' badness that should determine
whether employers provide insurance and ifso what health services should be covered
under the policy. Health insuranee is just one form of compensation and it I. up to
employers and employees to &wide how total compensation will be provided. Such
reliance on the marketplace will also ensure greater efficiencies in the supply and
demand of health coverage and services, thus helpingto hold down costs.

There are also those who reject mandates because they would, in their view,
undermine the voluntary nature of maployer-peovided health imurance. They arguethat the majority of emplores already provide coverage; it is benefit that these
employers have privet* chosen to provide ina forn that is most appropriate to their
own employees. Some employers who already insure their employees argue that a
Federal law mandating that employers provide insurance (psrticularly if that law were
to require a basic minimum level of benefits) would remit in /deur employee benefitcosta and new administrative burdens.

Mandated Employer-Provided Insurance and Competitiveness

In addition to the debate about employer respoosibility, there is different set of
imues relating to the potential effects of mandating benefits on employers' ability to
compete in domestic and world markets. Much of the analyses of these effects is
speculative; however, the basic arguments tend to be articulated aa follows.

Opponents say that mandated insurance would drive up the coat of doing business
and reduce the ability of firms to compete, both in the domestic and world markets.
Industries that compete against foreign manufacturers (especially those from certain
Third World nations) are competing spinet employers whodo not as a rule provide
health and other fringe benefits. This helps foreignmanufecturers to hold their prices
down. Small employers, especially, believe that mandating health insurance coverage
might cause them to loft whatever competitive edge they may have since they would
have to offset the cost of tbe new benefits by raising theirprices. While msny smaller
firms do not directly engege in international trade, some proportion of them are
suppliers to large compenies that do compete internationally. Higher costs for a
supplier affect the coots of the purchseing firms: if health insurance coverage were
required, email employers might pees the cost of the coverage onto their clients. This
reasoning is also extended to domestic competition.

Proponents of mandated coverage dismiss the competitiveness argument as invalid
or not compelling. In their eyes, it is not a real issue because the companies that are
etruggling to maintain their competitive edge (suchm the auto manufacturers) are the
very companies that alreedy provide health insurence. The majority of the working
uninsured are not found in the transportation and manufacturing industries but in the
service and retail trade indusn-ies, which are comparatively unaffected by foreigncompetition. It is these latter industries that have expe: enced the mote growth.
Mandated coverage proponents conclude that there ye more .0aitiad variables
undermining American competitiveness than the coat so American firms of their
employee benefit packages.
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Some economists believe both sides are wrong. They argue that employers do not
cover their health care coots by raising the price of their products but instead by
reducing workbre wages or constraining wage increases. Accordingly, newly mandated
coverage would hurt workers' income and not the ability of employers to compete in
domestic or world markets.

"Play or Pay Option

Similar arguments are made for and against employer mandates that take the form
of 'play or pay; where the employer would be required to provide health insurance or
pay a contribution, usually to a public (Government) program, which would in turn
provide coverage to those without employer-provided insurance. Typically, the
proposals to establish a play or pay requirement on employers also provide for a
taxpayer subsidy of the carts of the public program. This keeps the contribution rate
(i.e., the tax on the employer's payroll) for those who choose to pay to a lower level
than would otherwise be necessary. 'Proponents of play or pay say that it wotuld soften
the impact of a mandate. Assuming that the contribution rate were *et at an
appropriate level, employer, with low-wage work forces might therefore fmd it less
expensive to ply the contribution than to provide the insurance. In addition, they say
that tax credits and other forms of subsidies could be used to lessen the adverse effects
of the contribution on employers.

Opponents of `play or paf say that the economic burden of the contribution on
many employers, especially smaller firma, would still be substantial. The contribution
rate would be a tax on their business; even if it were less than the cost of buying
insurance, it would still drive up the cost of labor. The economic burden of the
contribution on puny employers, especially smaller Erma, would still be mbetantial.
Moreover, they contend that the contribution rate would have to be steadily increased
in order to prevent rising numbers of employers from choosing to pay into the public
program and dropping their insurance plans. (The logic of this argument is based on
an assumption that private insurance should retain a significant role in a universal
health insurance program, and that the public program should not become the primary
source of coverage for workers and their families.)

Types of Mandated Coverage Proposals

A variety of approaches to mandating coverage are incorporated in legislation that
has been introduced in recent years. While moct are aimed at expanding access to basic
health insurance by mandating that employers provide health coverage, others seek also
to define the nature of the benefits to be offered. As noted above, bills in the102nd
Congrees would require employers to provide insurance or pay a percentage of payroll
(see, for example, H.R. 1255, H.R. 2535, H.R. 3205, H.R. 5050, S. 1177 and S. 1227).
One bill, S. 2114, requires employers to provide basic health care to employees or pay
a tax penalty for the period out of compliance. Other proposals would require that
employers offer minimum benefit package but not have to pay for it (me KR. 1230
and H.R 1565). Some proposals modify Title X of COBRA to extend the duration of
continuation coverage for certain populations (see CRS Issue Brief 87182). In past
years, proposed bills would have required employers already offering insurance tooffer
specific benefits, such ss well-baby care.

Ar;
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Defining the Application, Nature and Scope of Mandated Coverage

Should a mandate apply to all earMoyers, and if not, where should the limits be
drawn? The Medicare working aged and COBRA Title X provisions exempt employers
with fewer than 20 employees, although the OBRg of 1986 Medicare working disabled
provisions apply to only those employees with 100 or more employees. Congress has
been wary of applying mandates to smaller employers largely became ofconcerns that
they are not as molly absorbed by mach fines and could create economic hardships.
Congress hes also excluded the reciting Government and religious organizations from
certain provisions. However, exemptions of small firms or other types of employers
could leave many people uninsured, especially if the mandate were not combined with
expanded public insurance.

The debate over mandated heath insurance coverage is influenced by concerns
about the lack of coverage and concerns thet working Americans are not adequately
protected against the costs of a catastrophic Mmes. Consequently, there have been
proposals in the past to require that employers provide basic hospital and medical
insurance as well as them that would manaste only cataetrophic illness protmtion.
Another issue is whether the mandate show/ I speeby the nature of health benefits tz
be offered by employer.. Agnin, the proposals vary in their approach. Some, suchas
102nd Congrem bills ILL 2525, S. 1177, and S. 1127, would require a noir imum level
of benefits in the health ineurance package. In S. 1227, an actuarial equivalency
provision would allow employers to offer different nixes of benefits and employee
cost-sharing requirements. Another approach would be to leave the benefit package
umpecified or to require that the benefit package total to a specific actuarial value.
There have also been nerrowly defined precool. that mandate that employers who
already provide health insurance include within their benefit package specific services,
such as coverage for pediatric preventive Wealth care. (See S. 968 and Hit 1449, in the
100th Congress.)

Defining the Population to be Covered and the Duration of Coverage

If a mandated approach were pursued, it would be necessary ta define the
beneficiaries who would reoeive the mandated health coverage. The employer's
responsibility could be limited to active full-time employees, or expanded to includeany
or all of the following: pert-bine, seasonal, or retired employees, spouses, widowed
and/or divorced spouses, dependent family members, and employees who have
terminated their employment, &Aber voluntarily or involuntarily. Title X of COBRA
provides an example of a broad definition of beneficiaries. H.R. 3393 (102nd Congrese)
illuetrates where an employer 'pay or play' requirement is limited to coverage for
pregnant women and children.

In the same vein, some proposals are directed at ensuring that employers offer
health benefits beyond the point at which the employee (and his/her dependents) has
an immediate connection with the employer. In the past, Congress has considered
proposals to require that employers pay for the continued group coverage of laid-off
employees for a defmed period of time. In this case, the benefit package may or may
not be defined. Such continuation of coverage mandates may extend to laid-off or
otherwise terminated employees, retirees of the firm and dependent spouses and
dependents of such employees.
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Defining the Liability of Employees and Employees

Mandated coverage bills also generally define the limita of tbe employer's financial
obligation to pay for those benefits. In Title X of COBRA, Congress authorized
employers to require the employe* to pay for the continued health coverage, plus a
small fee to cover the employer's administrative coats. A few 102nd Congress bills (Hlt.
1230, H.R. 1565) adopted a mandated offering approach in which employers would bt
required to offer. but_not contribute to a basic package of health benefits. In other
proposals, the focus is to keep the employee's costs for coverage low by requiring
employers to pay a large portion of the premium. For example, S. 1227 would require
that the employer pay 80% of the employee's insurance premium which in turn would
be deductible from the employer's taxes am a cost of doing business. The premiums of
low-income employees would be subeidized by the public plan. H.R. 2563, in the 101st
Congress, would have prohibited employers from reducing their premium shares for
certain part-time workers.

Under the various 'play or pay" proposals, an employer's fmancial obligation for
providing health benefits would also be detennin<K1 by the level of the contribution
required of those employers who decide not to provide insurance to their employees and
their employee's families. 'Play or pay' bilb in the 102nd Congress generally left the
contribution rate to be determined by the Secretary of the Department of Health and
Human Services. However, H.R. 2535 provided that if the Secretary doe* not set the
percent, it would be set at 7% of payroll. H.R. 3205 set the initial payroll tax at 9% of
the Medicare wage base and then indexed it for inflation.

Legislation I a the 102nd Congreas

The HealthAmerica bill (S. 1221) wss introduced by Senator Mitchell June 5, 1991,
titled HealthAmerica: Affordable Hesilth Care for All Americans Act. The bill would
have amended the PHS Act, the SSA, and the MC to require that 6 years after
enactment, almost all employers would provide qualified health benefits to their
employees and their employees' families or contribute to a public program (AmeriCare)
a percent of payroll. The 'play or pay' requiremeut would have been phased-in, with
the requirement affecting employers with over 100 employees in the second full year
after enactment. Employers that provide health benefits would have to pay 80% of the
premium (the premiums of low-income employees' could be subsidized by AmeriCare).
The bill provided for minimum standards to make insurance sold to smaller firms more
accessible and included cost containment and other provisions. It was referred to the
Committee on Finance. Hearings were held Sept. 30, 1991 by Finance Subcommittee
on Health for Families. An amended version was voted to be reported by the Senate
Labor and Human Resources Committee on Jan. 22, 1992.

LEGISLATION

mg. 30 (Grandy)
Health Care Empowerment and Access Legislation. Amends ERISA, the Internal

Revenue Code ono, the Public Health Service (PHS) Act and the Social Security Act.
Requires employers to offer coverage for eligible individuals under basic group or group
health payroll deduction plans. Introduced Jan. 5, 1993; referred to Committees on
Education and Labor, on Ways and Means, and on Energy and Commerce
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Health Care Reform: Single-Payer Approaches

SUMMARY

Among the more than 100 health care
reform bills introduced in the 102nd Con-
gress were many proposals to provide
health insurance to most or all Americans
through a 'single-payer" system. Such bills
were backed by many Democrats and some
Republicans, who claim thst affordable
health care for all is beet achieved by end-
ing the complexity and inefficiency result-
ing from our current system of multiple
insurers, private and public, each with their
own eligibility requirements, benefit pack-
ages, provider payment rules, and adminis-
trative expense. Single-payer bills will be
competing with other reform approaches in
the 103rd Congress (managed competition,
tax approaches, etc.), each potentially pro-
ducing different distributional effects on
access and cost.

Proposals bearing the label 'single
payer' take a variety of forms. Wet com-
monly, the term is used to descrilse sys-
tem in which the government would spon-
sor and pay for health care for all; often,
such single-payer plans rely on broadhased
taxes. Payments to providers are regulated
and flow through a single pipeline; system-
wide limits on spending may be imposed.
Existing public insurance programs are sub-
sumed under the new program; private
insurance is eliminated or operated only to
cover services not inured under the gov-
ernment plan. The system would be imple-
mented at the national or State level, or
through a Federal-State partnership. In
the parlance of today's debate, it is the
'Canadian approach? Other proposals use
'single payer' to desenle system in which

framework is established for one Federal
or State payer but other insuring entities
(such as HMOs) are available ea alterna-
tives, 'mourning they

03-08-93

play by certain rules. Additional single-
payer variants are found as well.

Single-payer approaches are supported
by some consumer and physician groups
and some employers and unions. Propo-
nents say that moving to a single-payer,
public inourance program covering all
Americans would save billions of dollars in
administratiVe expenses. In addition, they
say it would end the shifting of costs from
one insuring entity to another that current-
ly impedes efforts to control spending.
Assuming government subsidies of lower-
income populations, such a system also
would ensure universal access to adequate
and affordable health insurance, without
regard to ability ta pay. Opponents argue
that a single-payer system would lead to
bureaucratic medicine in which consumer
preferences would give way to government
preferences in the determination of who
gets what health care. They say it would
reduce the innovation and diversity that
has helped to bring the U.S. advances in
health care delivery, technology, and financ-
ing. Opponents also claim critical medical
resources would end up being rationed;
millions would see their health insurance
coverage deteriorate.

Major issues arising with respect to
single-payer proposals include: the potential
system-wide savings in administrative
expenses (eetimates greatly vary); the ade-
quacy of the benefit package; methods for
containing physician, hospital, and other
provider costs (proposals differ in the strin-
gency of cost controls); methods of contain-
ing system-wide expenditures; and wsys to
fmanee the system to achieve the preferred
distribution of program costs among con-
sumers, employers, and governments.

Reprinted from Health Care Reform: Single-Payer Approaches: Iseue Brief, by
3eth C. Fuchs. Washington, Congreeeional Research Service, Updsted
'legularly. 12 p.
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Most Recent Developments

On March 3, 1993, Rep. McDermott and Senator Wel !stone introduced the
American Health Security Act of 1993 (H.R. 1200 and S. 491), a revised version of
Rep. Ruaso's 102nd Congress single-payer proposal. The McDermott-Wellstone
proposal is seen by many as the major alternative to employer-based and tax-
system options for expanding financial access to coverage. It is also viewed as an
alternative to managed competition for achieving containment of health care costs.
Single-payer proposals will be among those debated by the 103rd Congress as it
considers ways to achieve health care reform.

BACKGROUND AND ANALYSTS

More discussion of health care reform is occurring today than at any time since
the 1970s. This interest has been fueled by health care spending projected to reach
almost 19% of the national economy by 2000 and rising numbers of uninsured (over 35
million in 1991). The public's concerns about unpaid medical bilis, being locked in a
job to maintain health benefits, and escalating insurance premiums have brought
renewed attention to issues of universal coverage and cost containment. Over 100
reform proposals were introduced in the 102nd Congrezr, and health care reform was
a major issue in the 1992 Presidential campaign. President Clinton has said that he
will send a comprehensive reform proposal to Congress later this spring.

One reform approach favored by some Members of Congress calls for moving away
from our existing system of multiple sources of insurance to a system in which one
entity serves as the insurer of all Americans. This in often called the single-payer
approach. Single-payer bills in the 103rd Congress include, for example, H.R. 16, H.R.
1200 and S. 491. In the 102nd Congress, there were also bgis to expand Medicare to
cover everyone, a clear variant of the single-payer approach (RR. 650, H.R. 1777).
Another set of bills would have established State administered universal insurance
programs, relying primarily on a single public payer. These included such bills as H.R.
16, H.R. 3689, H.R. 6500, S. 1446, S. 2513, and S. 3331. Some of these bills would have
encouraged managed care plans, such as health maintenance organizations (IIMOs), as
an alternative to the single public plan. Such single-payerproposals will be among the
options considered by the 103rd Congress as it debates health care reform. Other
options, however, including an employer mandate combined with managed competition,
appear to be gaining more support both in Congress and within the Clinton
Administration. (Sae FOR ADDITIONAL READING for CRS products covering other
approaches.)

What is the Single-Payer Approach?

Americans receive health insurance today from a wide variety of sources, including
over 1200 commercial insurers, about 550 health maintenance organizations (lIMOs),
73 Blue Cross/Blue Shield plans, self-insured plans operated by private employers, local
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and State governments, the Federal-State program for the poor and disabled (Medicaid)
and the Federal Government (including Medicare, and the Veterans' Administration and
Defense Department programs). Each insuring entity has its own eligibility
requirements, enrollment procedures, claims processing, and utilization and quality
review programs, all of which add to administrative expense. For this reason, many
people describe our system as multipayer or pluralistic.

Opponents of the current multipayer system say that the hundreds of different
public and private insuring entities needlessly complicate the system and drive up the
cost of health care. In their view, reform requires that we streamline the system, that
we move towards a few entities, or single payer, through which health insurance
would be financed and medical services reimbursed. Such a system, they argue, would
effectively contain costs because the single payer would exert monopsony power over
provider payments. If a provider did not like what it was getting, it could not turn to
another payer in the hopes of getting more, as it can in s multipayer system. It would
also eliminate duplicate administrative costs.

Proposals bearing the label 'single payer' take a variety of forms, and as such, the
term can be more confusing than helpful as a tool of classification. Most commonly, the
term 'single payer' is used to describe an approach in which the government sponsors
and pays for health care for all persons. Everyone gets their basic health insurance
from the one government sponsored (i.e., public) plan. Typically, rush single-payer
plans are financed with revenues generated from income, payroll, and other taxes. All
payments to hoepitals, physicians, and other providers are regulated and originate with
the government plan. System-wide controls on spending may also be in place. Existing
public insurance program, including Medicare, Medicaid, and Department of Defense
and Veterans' Affairs programs are subsumed under the new, government program.
Private insurance is either ehminated or maintained only to cover services not insured
under the government plan. 3uch a sint, ...payer approach can be implemented at the
national or State level, or through a Federal-State partnership. In the parlance of
today's debate, it is the 'Canadian approach.' It is most clearly reflected in such 103rd
Congress bills as H.R. 1200 and S. 491 and such 102nd Congress bills as H.R. 650
(Stark), H.R. 1300 (Russo), H.R. 2530 (Sanders), and S. 2320 (W llstone).

Some proposals use the term 'single payer' even though more than one entity may
be authorized to play that role. These proposals set up a framework for one Federal
or State payer but permit other insuring entities, such as HMOs or large employers,
also to act as insurers, so long as they can meet specific requirements. While providers
may receive payment from several sources, the rates of payment are typically set by the
public insurer. At some point, such 'single-payer' proposals begin to look more like the
'all payer approach' reflected by the German health care system, and some State 'all
payer' rate regulation systems iu which insurance companies and employer health plans
are required to pay providers using predetermined uniform rates and fees, usually set
through negotiation with providers. (Examples in the 102nd Congrem include H.R.
3205 (Rostenkowski), H.R. 5502 (Stark), and HE. 4889 (Cardin)). There are also
proposals that channel the revenues for health insurance through a single entity, such
as the Federal or a State government, but provide insurance through multiple public
and public entities. The Dingell-Waxman bill in ine 102nd Congress (HM 5514) took
this approach, as does the plan proposed by California's insurance commissioner, John
Garamendi.
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This issue brief focuses on single-payer proposals that provide insurance coverage
for all under one public program, which in turn is the main source of payment to
physicians, hospitals, and other providers. It includes plans that are organized at the
national as well as State level. It also includes plans that establish the structure for
a single.payer system but permit qualified health insurance arrangements, such as
HMOs to , ovide health insurance as well. While single-payer proposals could provide
for public ownership of health care facilities and making all physicians and other
providers employees of the public plan, this b not a requirement. Indeed, all but one
bill in the 102nd Congress (H.R. 3229), would have maintained a private delivery
system.

Interest Group Views

Among interest groups, universal, single-payer public insurance is supported by
some consumer organizations (Citizen Action, Consumers Unbn, Public Citizen), some
provider organizations (Physicians for a National Health Program, National Association
of Social Workers), and some unions, including the American Federation of State,
County and Municipal Employees. The AFL-CIO has been split, with some members
favoring comprehensive reform through the single-payer approach, and others
supporting an employer-based, play-or-pay option. While some representatives of large
corporations have expressed private support for the single-payer approach, organized
corporate and small business interests (Chamber of Commerce, ERISA Industry
Committee, National Association of Manufacturers, and National Federation of
Independent Businesses) are opposed. Also opposed are most provider groups, including
the American Hospital Association, the Federation of American Health Care Systems,
the Pharmaceutical Manufacturers Association, the American Medical Association, as
well as organizations representing the insurance industry, including Blue Cross and
Blue Shield and the Health Insurance Association of America.

Arguments For and Against the Single-Payer Approach

Proponents of a single-payer approach use one or more of the following arguments
to support their position:

Curb cost-shilling. Current cost containment efforts have not been effective
because health care is financed and delivered through a nonsystem of multiple entities,
each acting on its own behalf to shift the burdens of controlling costs and ensuring
access to someone else. If cost constraints are placed on any one entity, such as
Medicare, providers seek higher reimbursement from other payers, such as private
insurers and employers. Under a pure single-payer system, one entity would be vested
with the authority to determine how much money would flow to providers and to set
rates and fees paid to providers within that overall limit. Providers could not seek
additional payments elsewhere because there would be nowhere else to go. (Some
proposals might allow providers to bill patients directly, but many prohibit such balance
billing to protect enrollees from potential cost shifts.)

r
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Streamline administration. Under our current system, billions of dollars ani spent
on administration, that is, on transactions between payers, providers, and consumers
that have nothing to do with the actual delivery of medical services. Duplication and
overlap result from the information requirements of multiple organizations; excessive
red tape results from different eligibility and coverage rules. Such coats would be
substantially reduced under a single-payer system. One entity would be enrolling
beneficiaries and paying claims. The administrative costs associated with private
insurance, such as marketing, risk selection (underwriting), and the payment of agent
commissions, would be eliminated. Other costly administrative transactions, such as
data collection for quality assurance and utilization review, could be streamlined and
improved. With only one payer indeed of hundreds, physicians, and other providers
would be subject to more uniform standards of medical review, reducing the intrusion
on their clinical decisions. In short, the single-payer approach provides for simplicity
of structure and organization that no other approach under discussion can match.
Employer-based options, for example, require complex arrangements to ensure that
everyone retains insurance, regardless of work status. (The issue of administrative
costs is discussed in more detail below.)

Ensure universal access and continuity of coverage. Today, reliance on employer-
based insurance for the majority of Americans leads to gaps in coverage for millions of
workers and their families. In addition to the millions of uninsured whose employers
do not offer insurance are milliona more who experience temporary losses of coverage
as they move in and out ofjobs or on and off medicaid. A single-payer system would
eliminate the reliance on employment as the principal path to becoming insured. All
Americans would be covered under a single insurance program, without regard to health
status, medical history, linkage to employment, or at least in most bills -- ability to
pay. This would also ensure continuity of insurance coverage because changes in job
or family status would not cause interruptions in payment for ongoing services.

Provide uniform benefits. Under the current multipayer system, benefit coverage
varies widely. For example, persone covered under large employer group plans typically
receive comprehensive benefits, and pay low deductibles and coinsurance. Persons
covered under nongroup (i.e., individual) policies typically receive less generous
coverage, and pay high deductibles and coinsurance. A single-payer system would
ensure that everyone would be eligible for the same set of basic benefits, provided under
the same set of cost-sharing and reimbursement rules. The source of imurance would
no longer be a cause of inequality in access to care.

End rationing on the boils of ability to pay. Opponents of the single-payer
approach argue that it will lead to rationing of medical resources, including high
technology equipment, thereby reducing access and quality of care. Single-payer
proponents respond that health care is already rationed in the U.S. by ability to pay;
those who are uninsured get less care and poorer quality services than those who have
insurance. Under a aingle-rayer program, rationing would be explicit, subject to public
debate, and independent of person's financial status. Also, the US. currently has
substantial excess capacity of hospital beds, physicians (particularly specialists),
technolosy, and unnecessary services. By managing provider payments and the
distribution of technology, the single-payer system could achieve universal access and
cost containment without having to ration services.
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Opponents differ in their arguments against a single-payer approach depending
on their perspective. Some believe that a single-payer plan is desirable but not
politically feasible; others prefer an alternative approach that builds on our existing
system of public and private payers, such as mandated employer-provided insurance.
Still others prefer to leave the broad sweep of decisions relating to insurance entirely
to the private market. In any case, opponents often suggest single-payer plans would:

Bureaucratize health care. Market competition encourages insurers to be
responsive to consumer needs and to provide services as efficiently as possible.
Consumers can elect a health plan that best meets their individual needs. A single-
payer approach, such as one fashioned after the Canadian system, calls for one large
public program controlled and administered by government, be it Federal or State.
Decisions traditionally left to the market would become centralized and bureaucratic.
Consumer preferences would give way to government preferences. Key decisions about
benefits and the use of scarce resources would be determined by politicians. Such an
approach stands in striking contrast with Americans' traditional distrust of
government. The public would not accept one government entity making all coverage
and payment decisions for 250 million enrollees in a fair, efficient, and accluntable
manner. Moreover, the administrative costs associated with the current muitipayer
system could b,s. substantially reduced without adopting the drastic change required by

a single-payer model. Reducing unnecessary paperwork and red tape, streamlining
review and billing procedures, and reforming health insurance rating and underwriting
practices could significantly reduce administrative costs without abandoning our
multipayer system.

Reduce innovation and diversity. The advantage of the existing system of many
payers is that competitive pressures stimulate payers to seek new solutions to access,
cost, and quality problems. Employers and employees demand from insurers that
coverage be comprehensive and allow access to high quality of care. Under a single-
payer system, much of this innovation would be lost. In addition, a single-payer system
assumes that -one size fits ails," when instead, one size or, in this case, payer, maystifle
innovation, concentrate too much power in one place, and become administratively

Encourage rationing of medical care. To contain costs, single-payer systems such
as the Cenadian system have had to resort to blunt and potentially harshconstraints
on medical resource supply, including constraints on overall expenditures, limits on the
availability of high technology equipment and services, and limits on physician supply.
Such steps are likely to lead to shortages of technology and personnel, and delays in the
replacement of out-dated hospitals and other facilities. This could mean sacrifice in
access to necessary services, long waits for nonemergency services, and reductions in
quality of care.

Reduce benefit coverage and jobs. Movement to a single-payer system would result
in enormous dislocations of people. First, millions of Americans who are currently
satisfied with their health insurance plans would be moved to the new program. For
some, the move would result in the loaf of benefits they consider important (extended
mental health care or comprehensive dental coverage, for example). Second, while some
of the thousands of employees of private insurers might be absorbed by the new single-
payer plan, many could face unemployment. Many insurance companies would go out
of business; independent insurance agents would lose a major source of their income.
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Administrative Cost Debate

A. noted above, a principal and controversial argument in favor of moving the U.S.
to a single-payer syrtem is that the amount of money "pent on administration would
be reduced. Data from other countries, especially Canada, are often used to support
this claim.

Administrative wets are generally defined to include: (1) public and private
insurance overhead (processing claims, advertising, underwriting, billing, general
operating overhead, agent commissions, premium taxes paid to States, profit, and any
amounts held in reserve to cover unanticipated losses); (2) provider overhead, including
that of hospitals, nursing homes and physicians (accounting, billing and collection,
admitting, public relations, personnel department, data processing, etc); and (3) all
other, including the administrative costs associated with running small government
programs, manufacturerbrupplier compliance coats, the administrative costs of research,
construction, and other public health activities; the costs to employers of administering
health plans; and the administrative costs of nonhealth insurance, such as auto
insurance, which pays for medical care.

A true accounting of these coats is problematic given the limits of current
reporting systems. For instance, reliable national level data on hospital or physician
administrative costs are unavailable. Also, it is difficult to sort out those provider costs
which are associated with dealing with health insurers from thom that are purely
necessary for patient care. The only routinely published national administrative data
are those associated with the administration of private health insurance, $47 billion in
1992 (5.8% of the Nation's spending on health care), and the Federal costs of
administering Medicare and Medicaid, $8 billion in 1992 (less than 1% of total health
spending). (These are Congressional Budget Office CHO estimates, based on Health
Care Financing Adrainigration data.) The expenses incurred by doctors and other
providers as result of multiple claims and billing forms and the personnel to take care
of them are not reflected in these estimates.

In compering administrative cods across health systems, such as the United States
with Canada, the task is more complicated. Data comparability is one problem. For
example, physician overhead expenses may be reported differently in different countries.
Also, analysts differ on how much to assume can be saved by transferring one nation's
system to another. If the United States adopts the Canadian model, should it be
assumed that it is also adopting its expenditure controls, such as hospital global
budgets? And, what costs should be included in the estimate? Danzon (Health Affairs,
Spring 1992) has argued that comparing administrative coats of alternative systems by
adding up billing coots, insurance overhead, and the like is misleading because it fails
to include the hidden costs and benefits associated with financing and operating
different systems. In her view, system based on multiple private insurance plans may
cost more because such plans facilitate varying consumer preferences with respect to
providers and delivery syrtems, benefit packages, and cost-sharing. On the other hand,
she says, a Canadian-like system wades valuable patient and provider resource' (such
as time) by requiring people to wait for nonemergency services. Also, the Canadian
system's reliance on tax hued financing encourages losses in productivity and
investment as individuals eeek to avoid taxed activities. Others dispute Denson, saying
she ignores the actual experience of Canada and other single-payer systems in favor of
an ideological preference for a private ineurance market.
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Given these controversies, it is not surprising that a wide range of estimates have
been produced on how much the U.S. could save by moving to single-payer system like
that of Canada. Woolhandler and Himmelstein have concluded that the U.S. would
have saved as much as $83 billion had its health care administration been as efficient
as that in Canada in 1987. Adjusted for 1991, the amount would have been $95 billion.
The General Accounting Office (GAO) has estimated that a Canadian-style system
would have saved the U.S. $67 billion in 1991. A lower set of estimates include that
of Lewin-ICF ($47 billion), a mint.. ity staff report of the Joint Economic Committee
($43 billion); a CEO staff study ($41 billion); and an Office of Management and Budget
staff estimate of $31 to $49 billion. (Some of these atudies are summarized in Gauthier
et al., Inquiry, Fall 1992.)

Whatever the magnitude of the savings, moat analysts agree that movement to a
universal, single-payer system would not eliminate all administrative costs. It would
reduce the direct and indirect colts associated with insurance, such as those associated
with eligibility determinations, marketing, and processing the large assortment of
claims and billing forms. It would not eliminate the need for maintaining patient
records, complying with government regulations, and other administrative tasks that
play a role in and add to the costs of health care delivery.

Major Issues Relating to Single-Payer Proposals

The debate with respect to single-payer approaches to health system reform raises
questions about acme, benefit coverage, and quality; cost containment; and financing.
The wide variation in treatment of these issues in the various proposals reflects
different objectives and philosophies and would produce substantially different
distributional effects.

Acceis, Benefit Coverage, and Quality

Single-payer proposals generally provide access to insurance coverage to all legal
residents. Some bills phase in access, typically starting with children and sometimes
early (pre-Medicare) retirees. Others provide for a one-time move to universal access.
Effective dates for coverage of specific populations are generally linked to financing.
As the pool of available revenues grows (either through taxation or savings from cost
containment measures), new populations are made eligible for coverage under the
program.

Single-payer proposals usually provide for coverage of comprehensive acute care
sw:vices, including inpatient and outpatient hospital care, physician, laboratory and x-
ray services, and post hospital care. To this extent, single-payer and 'Medicare-for-all'
bills are similar. They tend to diverge with the increasing generosity of the benefit
package and declining reliance on enrollee cost sharing. Some singie-payer bills also
include prescription drugs, and/or long-term care services. Some provide all covered
services free to the patient at the time of service, while others require enrollees to share
in the cost of the insurance (see Financing, below).

Another benefit design issue is whether a proposal allows consumers to buy private
insurance duplicating the benefits of the public insurance program. Some believe that
such a provision would encourage two-tier health care because those with an ability to
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pay would opt for private insurance.
Accordingly, some propoeals explicitly prohibitprivate insurers from selling coverage duplicating public program benefit... A relatedissue is whether physicians and other providers can receive payment for services fromother than the single-payer entity. Under the Canadian mystem, for example, physiciansmust decide whether or not they want to participate in the provincial health plan.They cannot accept payment from private insurers if they receive provincial planreimbursement. Thom few that do not participate in the provincial plans tend to bein specialties providing services not covered by the plans(e.g., oosmetic plastic surgery).In England, specialists that are salaried under the National Health Service (NHS) arepermitted also to take potients on a fee-for-service basis. As a reeult, patients with theability to pay (or who are privately insured) sometimes pay privately for electiveprocedures rather than wait for them under the NHS. Critics claim that this leads toinequitable access to nonemergency care.

Most proposals do allow private insurers to sell policies that supplement thebenefits provided under thepublic program. This would enable consumers to purchasepolicies, for instance, that cover so-called amenities, such as private hospital rooms, aswell as services that exceed public program limits (e.g. extended treatment for mentalillness) or are not covered by thepublic program. The effects of supplemental coverageon total system spending and equity then have to be considered.

Quality assurance under the single-payer proposals is inherently linked to themethod of paying providers (seeCost Containment, below). But most proposals alsoinclude mechanisms aimed at regulating the quality of services provided to programenrollees. Several 102nd Congress bills incorporated Medicare quality assurancestandards and procedures. Some bills would have increased Federal fumling foroutcomes research and the developmentof clinical practice guidelines to make medicalservices more appropriate and effective. Some charged the States with implementingquality assurance measures.

Cost Containment

In addition to savings
on administration achieved by eliminatingmultiple payers,single-payer proposals generally include other measures aimed at controlling costs.These include: constraints on medical resource supply (e.g., planning and regulation ofthe distribution of high cost technology, expanded Federal technology assessment,and/or increased Federal funds for outcomes research and clinical practice guidelinedevelopment); and incentives to encourage more primary care. Potentially mostimportant to coat containment, however, is the manner in which the proposals seek toregulate payments to providers and/or control system-wide health expenditures.

Regulating provider payments. Mott single-payer proposals include controlson the rates (prices) charged by providers. These take a variety of forms. Someproposals call for the use of Medicare's prospective payment syitem for hospitals andits resource-based relative value scale (RBRITS) method of setting fees for physicians.Others call for the use of negotiation processes to set hoapital and physician paymentrates. Still others would leave decisions on rate setting to an independent board or tothe States. If the bill allows HMOs to operate as an alternative to the public program,capitation payments are permitted. (Capitation is a method of paying for anindividual's medical care through a per capita payment that is independent of the
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number of services received or the costs incurred by providers in furnishing those
services. Capitation rates are typically set in advance of payment.)

While rate regulation may help control prices paid to providers, it could encourage
providers to offset price limits by providing an increased quantity and intensity of
services. If a physician, for instance, cannot charge more than 8100 for a procedure,
then he or she may be encouraged to provide more of that procedure or substitute
procedures for which the unit fee is higher in order to maintain his/her expected
income. In response, some proposals would establish an expenditure target for all
physicians in a State (or other geographical area). If physicians in the aggregate were
to exceed the ceiling, then all physicians would be penalized by receiving a lower than
scheduled annual update in their fees.

Some analysts believe that expenditure limits designed in this fashion would not
be very effective in controlling the growth in volume and intensity of services because
individual physicians would not see their individual actions directly influencing future
fee schedule adjustments. They believe potentially more effective alternative would be
to place an expenditure target or limit on smaller subeets of physicians, such as all
physicians in an area, specialty, or group practice. More effective still might be limits
on the fees of individual physicians. In this case, once a physician reached his or her
preset expenditure limit, reimbursement for additional services provided during the
remainder of the payment period would be substantially reduced. One concern with
this approach is that it could reduce patient access if physicians responded to reaching
their expenditure cap by going on vacation or refusing to accept patients requiring a
lot of time and/or resources.

A related cost containment measure is often referred to as global budgeting, and
is usually applied to hospitals or other large providers of services. Global budgets
define the total resources available for treating all patients and place the responsibility
for cost containment on the actual providers of care. Accordingly, each hospital,
nursing home, clinic, etc. is placed in a position of operating within predetermined
limits which affects its decisions regarding treatment and resource allocations.

Symem-wide (global) expenditure limits. The most expansive cost controls
are those that establish targets or limits on total system-wide health care spending.
Under this system-wide target or limit, spending is then limited within each health care
oector (usually within each State or geographic region) to an annual amount. Spending
in excess of the limit is penalized by offeetting adjustments in subsequent periods.
Important issues then arise with respect to determining how to define and allocate
spending within each eector and determining allowable rates of growth. Should, for
example, all physician services be bundled together or separated in some way? Should
the expenditure limit take into account general inflation, demographic changes, and
changes in medical practice and technolov, or should it be linked to overall economic
measures, such as the growth in wages or the growth in the economy?

Proponents of system-wide expenditure limits say that limits would help discipline
spending and facilitate predictability and planning in public and private budgeting for
health care. Resource allocation decisions would neceesarily become explicit political
questions, which would encourage the Nation to debate priorities and assess tradeoffs.
Opponents say that expenditure limits could lock in existing inefficiencies in the
system. Besides, they say, we do not have the data to determine how to allocate
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spending limits. They also argue that it is unrealistic .to expect the limits to be
enforced, especially if such decisions lead to rationing of services. Some opponents also
oppose expenditure limits because they would, in their view, replace marketplace
decisions with government controls.

Financing

Source. of Financing. Under the current mixture of public and private
financing, individuals, governments, and employers share in the burden. Individuals
directly finance health care costs through premium contributions and out-of-pocket
payments. The insured generally contribute all or a share of the premiums and pay
out-of-pocket for deductibles, coinsurance, and uncovered services. The uninsured may
bear significant out-of-pocket costs for received services.

Federal, State and local governments today contribute a major share of the total
dollars spent on health care. The burden of government financing is distributed among
taxpayers through a mixture of tax levies, including individual and corporate income
taxes, the Medicare payroll tax, excise taxes, and at the State level, property, income,
sales and excise taxes. Government also indirectly helps to finance (and thus
encourage) employer-provided health insurance through various tax expenditure
provisions of the Internal Revenue Code.

Businesses account for the remaining share of total health care expenditures.
Much of that cost is incurred providing health benefits for employees and their families,
and paying the employer share of the Medicare payroll tax and other payroll taxes that
support the medical portion of State-mandated workers' compensation and temporary
disability insurance programs. Some economists assert that employer contributions are
really costs to employees since they are likely to reflect foregone wages. From this
perspective, it could lx said that individuals ultimately finance all of health care in the
form of taxes, reductions in wages, increases in prices, and out-of-pocket payments.

Proponents of single-payer plans generally believe that we need to move away from
what they say is a complex, sometimes hidden, and often regressive way of financing
health care to a system that is largely financed on broad-based and progressive taxation
that is decided in the open political arena. Opponents tend to argue that such a system
would lead to highly politicized decision making about how much money to raise and
how the money should be spent. They say that politicians would be unwilling to risk
voter anger to fully finance the system and scarcity of health care resources would
result.

Financing the Single-Payer Program. Any single-payer initiative will draw
on revenues from individuals, government, and/or business, and in so doing, is likely
to alter the current distribution of the financing responsibility. Most single-payer
proposals are explicitly designed to spread the responsibility of providing universal
coverage broadly among taxpayers by providing for government financing. Such
proposals generally rely on broad-based taxes, such as personal and corporate income
taxes, as well as payroll taxes, with some financing responsibility left to enrollees
through premiums and coinsurance. A consumption tax, such as a value added tax
(VAT), is also sometimes accorded a role in such proposals. Some proposals raise part
of the revenues through excise taxes on alcohol and tobacco products. Still another
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source of revenues may be State contributions, often set at an amount approximating
the States Medicaid payments for acute care services.

The income tax is generally viewed as the most progressive revenue source because
it is designed on the basin of ability to pay. Financing health care through a
progressively structured income tax is assumed by many to be the most equitable way
to spread the coat of health care acrou the entire population; moat single-payer bills
therefore rely to some extent on increases in Federal income taxes (usually by raising
rates on higher-income taxpayers). Others believe that higher users of health care
should have to pay more, especially those with high risk behaviors, such as smokers and
drinkers. Opponents of an income tax-supported system argue it would lose out in
competition with other government programs for needed funding, especially if the
revenues were not dedicated to a health insurance trust fund. In another vein, some
say that financing health insurance through increases in Federal income taxes is
politically unfeasible because of general voter opposition to tax increases. Proponents
respond that voters would accept tax increases to finance a universal health insurance
program if they were persuaded that other financing options were less desirable.

Payroll taxes also are used to finance many of the single-payer proposals. Such
taxes are typically levied at a flat rate on wage income, usually up to some dollar
ceiling, and are thought to be more regressive for workers because wage income is a
smaller fraction of total income at higher income levels. Payroll taxes may also penalize
labor intensive industries in favor of capital intensive ones. A variety of measures can
be used to reduce the regressivity of payroll taxes, such as basing a portion of the
employer contribution on profits instead of payroll. Consumption taxes are usually
considered to be neutral with respect to labor or capital intensity of firms. Because
they are levied at a flat rate and because lower-income people use more of their income
for consumption than savings, they are regarded by many as regressive. They can be
made less regressive depending on which items are exempted from the tax and whether
other tax mechanisms are used to offset their effects on income.

Direct consumer financing in the form of enrollee premiums and/or cost sharing
also is used in most of the single-payer proposals. Premiums tend to be scaled to
income to limit their potential regressivity. Some bills use premium, to finance specific
benefits, such as long-term care. Cost-sharing is included in some bills but is generally
waived for certain services, such as prenatal and well-baby care. Proponents of
consumer cost-sharing say that it is important to sensitize consumers to the cost of
services and to discourage unnecessary utilization. Opponents say that it mostly
discourages low-income enrollees from seeking services but has little effect on those of
greater means, that it may deter necessary as well as unnecessary care, and that it dots
little to alter the course of care once treatment has begun because the decision-making
has shifted to the physician.

LEGISLATION

H.R. 16 (Dingell)
National Health Insurance Act. Provides health insurance coverage for most U.S.

residents; replaces all insurance except Medicare. States and localities would administer
plans with Federal assistance. Introduced Jan. 5, 1993; referred to Committees on
Energy and Commerce and Ways and Means.
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H.R. 1200 (McDermott)
American Health Security Act. Establishes universal health insurance program

to replace all other private and public coverage. State administered, single-payer
system. Global budgets would be established for hospitals; physicians would be paid
negotiated fees; other services also would be subject to cost controls. The nationally,
the growth in expenditures would be limited to the growth in the cost of living.
Financing would come from funds currently received by Medicare (other than
premiums), Medicaid, and other specified Federal health programs; increases in
corporate and individual ir come tax rates; a new Health Security premium; a surtax
on individuals with incomes over Si million; payroll taxes; and from funds generated
from a variety of other tax changes. Introduced Mar. 3, 1993; referred to Committees
on Ways and Means, Energy and Commerce, Armed Services, Post Office and Civil
Service, and Veterans' Affairs.

S. 491 (Wellatone)
American Health Security Act. See H.R. 1200. Introduced Mar. 3, 1992; referred

to Committee on Finance.
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Reprinted from Health Care Reform: Tax System Approach: Issue Brief, by Beth

C. Fuchs and Mark Merlis. Washington, Congressional Research Service,
Updated Regularly. 16 p.

SUMARY

Bills providing for changes in Federal
tax law to promote financial access to in-
surance coverage and medical services or to
contain health care costs are likely to be
s.mong those receiving serious consideration
by the 103rd Congress as it begins its work
on health care reform. Many such bills
were introduced in the 102nd Congress and
a program of tax credits and deductions was
the cornerstone of President Bush's health
care reform plan. Tax-based measures were
part of President Clinton's campaign pro-
posal for health care reform and may be
included in the health care reform proposal
he sends to Congress later this year.

Under current law, the Federal Gov-
ernment provides incentives to employers to
furnish health insurance by treating the
cost of inaurance as a deductible business
expense and by excluding employer-provid-
ed benefits from taxable employee income.
In addition, individuals may deduct medical
expenses, including health insurance premi-
ums, to the extent to which those expenses
exceed 7.5% of adjusted gross income. Low-
income families may also receive a tax
credit for part of the coats of purchasing
coverage for children. In 1993, the reduc-
tion in F- teral revenues resulting from the
individu... medical expense deduction and
the exclusion of employer-provided benefits
from employees' taxable income will total
close to $50 billion.

Proposals to modify the current tax
treatment of health insurance have arisen
in the context of the broader debate over
how to provide health coverage to the
uninsured (35.4 million in 1991) while
controlling the growth in national health
spending, projected to reach $808 billion, or
13.6% of gross domestic product, in 1992.
Tax system changes may serve either of

these two broad objectives. On the one
hand, enhancement of exirting deductions
and c-edits could encourage individuals to
purchase coverage or employers to provide
it to their workers. On the other hand,
limits on the favorable tax treatment al-
ready provided for health coverage could
encourage restraint in personal health
spending. While the two goals appear to be
in conflict, many proposals embody both
approaches, using savings from limiting tax
benefits for some individuals in order to
expand tax benefits for others.

Thi approach is found, for
example, in plans developed by the Heritage
Foundation, Mark Pauly of the American
Enterpriee Institute (AEI), and several
102nd and 103rd Congresa bills. Some
proposals view changes in the tax system as
a way of restructuring incentives for health
care consumers and providers. This ap-
proach is a central component of some of
the *managed competition' plans now under
discussion, such as the *Jackson Hole' and
Conservative Democratic Forum plans.
Changing consumer incentives is also im-
portant to proponents of medical savings
accounts (MSAs), but with a different in-
surance market resulting than that envi-
sioned under managed competition.

Two tax initiatives were incorpo-
rated in bills passed by the 102nd Congress
but vetoed by President Bush. One would
have extended the 25% deduction for self-
employed businesaes. The second would
have allowed withdrawals from individual
retirement accounts (IRAs) to pay for quali-
fied medical expenses without incurring a
tax penalty. Both are likely to be reconsid-
ered in the 103rd Congress.

Congressional Research Service The Library of Congress
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Most Recent Developments

President Bush vetoed H.R. 11, the Revenue Act of 1992, effective Nov. 5, 1992.
This legnlation contained provisions extending tbe 25% health insuranoe
deduction for the self-employed (which expired June 30, 1992) and allowing
penalty-free withdrawals from Individuid retirement accounts for medical expenies.
Many bills to restore the 26% deduction and/or inCTOYO it tO 100% have been
introduced in the 103rd Congress. Other tax-hand propodelo to increase access to
Inourancs to health insurance or contain health care coats hays also been
introduced.

BACKGROUND AND ANALYSIS

Numerous bills have been introduced in the 103rd Congress providing for changes
in Federal tax law to promote financial access to insurance coverage and medical
services or to contain health care costs. Some bills provide for incentive' through
credits and deductions. Others use tax penalties, such as limits on current-law credits
or deductions, for failure to comply with certain requirements, such as providing health
insurance benefits in excess of some specified limit. Still others, such as medical
savings account proposals, allow individuals to set aside pre-tax earnings in special
accounts to be used to pay for medical expenses. Many of these measures are stand-
alone approaches to health care reform; others are part of broader initiatives.

President Bush's proposal to expand access to health insurance used refundable
tax credits (combined with an expanded deduction for higher income persons) to
encourage individuals to purchase insurance. The health care reform plan advanced by
President Clinton during the 1992 campaign would provide tax credits and deductions
to help offset the cost to small businesses of providing health insurance to their
employees. So friz, it looks like these measures will be in the plan President Clinton
sends to Congress later this year.

Two tax-based health care initiatives were incorporated in bills passed by the
102nd Congress but vetoed by President Bush. One would have extended the 25%
deduction for self-employed businesses. The second would have allcwed withdrawals
from individual retirement accounts (IRAs) to pay for qualified nedical expenses
without incurring a tax penalty. Efforts are likely to made early in the 103rd Congress
to restore the 25% deduction for the self-employed. Other tax-based approaches to
expanding coverage and controlling health care costs also will be among those serioust,
considered by the 103rd Congress.

Current Federal Tax Laws

Under current law, the Fe..ieral Government provides incentives to employers to
furnish health insurance by treating the cost of insurance as a deductible business
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expense and by excluding employer-provided benefits from taxable employee income.
In addition, individuals may deduct medical expenses, including health insurance
premiums, to the extent to which those expenses exceed 7.5% of adjusted gross income.
Low-income families may also receive a tax credit for part of the costs of purchasing
coverage for children.

Employer Exclusion. The Internal Revenue Code excludes from taxable income
of workers all contributions made by employers on their behalf to health and accident
plans. (Employer-provided health insurance would otherwise be treated as an
alternative to wages and salaries and thus treated as taxable income.) Contributions
are also excluded from the wage base for determining Social Security taxes.

Employer Business Expense Deduction and SeltEtup ayed Deduction.
Employers may deduct as an ordinary business expense 100% of the contributions made
on behalf of their employees for health benefits. The self-employed whose businesses
are not incorporated may deduct as a business expense the full cost of coverage for
employees, but not for themselves and their families. Instead, the self-employed were,
until June 30, 1992, provided a separate deduction on their tax returns, limited to 25%
of the amounts paid for health insurance for themselves, their spouses, and their
dependents when calculating their adjusted gross income for the taxable year. The
deduction was not allowed if the self-employed person was also eligible to participate
in any subsidized health plan of another employer or the employer of his/ber spouse.
The amounts deductible did not reduce the income base for computation of the self-
employed individual's Social Security tax.

The 25% deduction for the self-employed was added to the Code by the Tax Reform
Act of 1986 (P.L. 99-614) and was originally scheduled to apply only to tax years ending
on or before Dec. 31, 1989. The deduction was repeatedly extended, but was allowed
to expire in 1992. As passed by Congress, H.R. 4210, the Tax Fairness and Economic
Growth Act of 1992, and H.R. 11, the Revenue Act of 1992, would have extended the
deduction through June 30, 1993. However, both bills were vetoed.

Health Insurance 'Pax Credit. The Omnibus Budget Reconciliation Act of 1990
(P.L. 101-508) created a small tax credit for low-income persons buying coverage for
children. This tax credit is a supplement to the earned income tax credit (EITC), a
'refundable' credit for families with children whose incomes are below $22,370 in 1992.
If the EITC for a family is greater than the family's tax liability, the excess is payable
to the family. Those who are eligible may also elect to receive advance payments over
the course of the year, instead of waiting for a refund in the following year. The
supplemental health insurance credit is available for families eligible for the EITC who
buy coverage that includes qualifying children. The maximum credit ia $451 for
families with earned incomes below $11,840 in 1992; the credit is reduced as families
approach the $22,370 income limit. Because the credit first became available only in
1991, there are not yet any estimates of the number of families taking advantage of it.

Medical Expenie Deduction. Individuals who itemize deductions on their
Federal income tax returns have been able to deduct nonreimbursed medical expenses
(including insurance premiums) above a specified floor since 1942. From 1954 through
1982, the floor for the medical expense deduction was 3% of the taxpayer's adjusted
gross income (AGI). A separate floor of 1% of AGI applied to nonreimbursed
expenditures for medicine and drugs. Under the Tex Equity and Fiscal Responsibility
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Act of 1982 (P.L. 97-248), the overall floor was increased to 5% of AGI, and was applied
to the total of all eligible medical expenses, prescription drugs and insulin. The
separate floor for medicine and drug expenses wall eliminated. In addition,
nonprescription drugs were made inelip;ible for the deduction. Under the Tax Reform
Act of 1986 (P.L. 99-514), the floor for the medical expense deduction was increased to
7.5% of AGI, beginning in 1987. The deductions can be taken for medical care of the
taxpayer and of the taxpayer's spouse and dependents. Thus, current law permits
taxpayers to deduct the costs of health care that are, in effect, catastrophic as measured
against family income.

Federal Tax Expenditures. The reductions in Federal revenues retrulting from
favorable treatment of certain types of private spending are often referred to as 'tax
expenditures; the term reflects an aseumption that the tax provisions achieve indirectly
objectives that might ale° have been achieved through direct expenditure programs.
Federal tax expenditures for the medical expense deduction and the exclusion of
employer-provided benefits from employees' taxable income are projected by the Joint
Committee on Taxation to total $49.5 billion in 1993. (This figure excludes lost Social
Security payroll taxes, because higher collections now would mean higher benefit
payments later.) The low-income health insurance tax credit will cost $0.7 billion. The
eelf-employed health insurance deduction, if it had been extended at the 25% level,
would have coat another $200 million. No estimates are available for the general
employer bus:nese expense deduction for the costs of employee health benefits. Federal
health-related deductions and exclusions may also affect the revenues of thcee State and
local governments that impose an income tax and that follow the Federal system.

Tax System Options for Health Care Reform

Proposals to modify the current tax treatment of health insurance have arisen in
the context of the broader debate over how to provide health coverage to the uninsured
(35.4 million in 1991) while controlling the growth in national health spending,
projected to reach $808 billion, or 13.6% of gross domestic product, in 1992. Tax system
changes may serve either of these two broad objective.. On the one hand, enhancement
of existing deductions and credits could encourage individuals to purchase coverage or
employers to provide it to their workers. On the other hand, limits on the favorable
tax treatment already provided for health coverage could encourage restraint in
personal health spending. While the two goals appear to be in conflict, many proposals
embody both approathes, using savings from limiting tax benefits for some individual,
in order to expand tax benefits for others. Some of these proposals view changes in the
tax system as a way of reetructuring incentives for health care consumers and
providers. This approach is a central component of some of the 'ir anaged competition'
plans now under discussion. It also underlies the design of plans that would establish
MSAs.

Measures to Encourage Insurance Coverage

Numerous proposals would crer.c new Federal or State tax subsidies, or modify
existing ones, to help individuals wit the ccet of health insurance (including, in some
cases, the employee contribution reci aired in mcet group health plans) or to encourage
employers to provide coverage to their workers. Whether targeted at individuals or
employers, tax incentive proposals rest on the assumption that assistance with the
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purchase of private insurance is preferable to direct public provision of health care
ooverage.

Proponents of this view believe that health care reform should build on the
existing system of private coverage. They argue that a competitive private market is
more likely than a bovernment-operated system to promote efficiency and maintain
quality. Those favoring public programs point out, however, that private insurance has
high administrative costs (an average of 16.5% above medical benefits paid in 1990,
compared to 2.1% for Medicare and 5.3% for Medicaid). Private insurers have expenses,
such as marketing costs, that public programs do not incur, and must also build
reserves and/or produce a profit for stockholders. These costs may be partially offset
if private insurers are better able to control health core utilization or negotiate lower
prices for medical services.

The goals met by tax subsidies could also be achieved through direct public grants
to individuals or businesses to assist with the purchase of health coverage. The tax
system provides a relatively simple way to transfer money to individuale and families.
Tax subsidies could be administered uaing existing tax filing and refund procedures;
they would not require the creation of new administrative agencies or procedures.
However, new procedures would be required if, as in some tax credit proposals,
assistance would also be provided on a means-tested basis to low-income persons who
do not currently file tax returns.

Individuals

Tax incentives for the individual purchue of health insurance could take either
of two forms: an expanded deduction (which reduces the amount of income subject to
tax) or a credit (which directly reduces the amount of tax paid).

The current medical expense deduction provides assistance only to taxpayers who
itemize deductions on their returns inatead of taking the standard deduction. Except
for homeowners, most low-income and some middle-income taxpayers derive no benefit
from the deduction, because their other potential deductiona are insufficient to raise the
total to an amount greater than the standard deduction. One proposal would be to
allow direct deduction of medical expenses by taxpayers who do not itemize. However,
the benefits for lower-income families would still be limited. For those in the lowest
tax bracket, the deduction would subsidize no more than 15% of their premium costs,
and it would provide no assistance to families whose incomes are so low that they have
no income tax liability.

For this reason, most tax incentive bills use a tax credit instead of a tax deduction
(exceptions include Ha. 144 and H.R. 403). To ensure that assistance would be
available to lower-income families, most proposals call for a refundable credit: if the
amount of the allowable credit exceeds an individual's tax liability, the difference is
payable to the individual.

A refundable tax credit for low-income taxpayers (combined with an expanded
deduction for higher-income persons) was the centerpiece of the health care proposal
advanced by President Bush in February 1992. The President's plan would have
provided a maximum credit of $1,250 for individuals and $3,750 for families with
incomes below the minimum subject to Federal income tax; the maximum credit would
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have declined as family income rose. Families eligible for the maximum credit could
have received a voucher to purchase coverage over the course of the year, inatead of
waiting until the end of the year to claim a refund. Each State would have been
required to ensure that at least some basic plan would be available within the State at
a price no greater than the maximum credit amount The Administration projected the
total cost of the proposal to the Federal Government at $35 billion in 1997 dollars.
Although this component of the President's proposal was never submitted to Congress,
HR. 5335 closely resembled the President's plan. Refundable tax credits were included
in a number of other 102nd Congress bills, including H.R. 3951, H.R. 5989, S. 314, S.
454, S. 1936, S. 2095, and S. 2347. They are also in H.R. 196 and S. 28, introduced in
the 103rd Congress.

Propoeals similar to the Bush Administration plan may well receive further
consideration in the 103rd Congress, and the issues raised by the plan remain of
continuing interest in considering any tax credit approach toward expanding access to
coverage. The firet issue is that of adequacy: are the credits sufficient to encourage
many individuals to purchase basic coverage? The Administration contended that
market reforms and other cost containment proposals included in the plan would reduce
the cost of insurance; critics of the plan argued that those assumptions were unrealistic
and that larger subsidies were needed. They noted that the credit amounts phased
down very rapidly with increasing income. It was not certain that low-income families
receiving only a partial credit would be able or willing to make the additional
expenditure needed to buy coverage. These concerns could be addressed by increasing
the amount of the credits, but the coet to the Federal Treasury would also be increased.
There is also a question of how much the credit amount should be allowed to grow in
future years. If the credit keepe pace with growth in medical care spending, there may
be no incentive for inirurers or providers to improve efficiency; if the credit falls too far
behind that growth, the value of the benefits it can purchase may decline from year to
year.

A second question raised by tax credit plans is that of equity. Because health
insurance costs vary by geography and by characteristics of the purchaser (such se age
and sex), a fixed national credit amount might not allow all individuals to purchase
comparable coverage. There may also be problems in targeting tax credits to avoid
replacing existing public and private expenditures. Under the Bush Administration
proposal, for example, some employers would have had incentives to reduce their
contributions to premiums for low-income employees, because the employees could use
credit,' to pay more towards their coverage. In addition, many poor individuals eligible
for the maximum credit might have been shifted from Medicaid (with joint
State/Federal funding) to a private plan purchased with the credit (solely Federal
funding).

Finally, as was noted above, much of the amount distributed to individuals in the
form of a credit would go to cover private ineurers' administrative costs. For
individually purchased coverage, these costs can be over 40% of benefits (compared to
about ; for the largest employer groups). The cost of a tax credit approach may
therefore depend on whether the proposal include, some method for aggregating
consumers into larger purchasing groups.
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DK Sclera

Tax credits and deductions could also be used to influence employers' decisions
regarding the purchave of health insurance. Such decisions can also be influenced
through the use of tax penalties. For example, several 102nd Congress bills would have
levied a sizable penalty on employer plans exceeding a specified basic benefit package
(see H.R. 2565 and KR. 5936.)

The Self-Employed Tax Deduction. The likelihood of receiving health
insurance from an employer is highly associated with a firm's size and organizational
structure. Coverage rates decrease as firm size decreases; coverage is least likely for
firms with fewer than 10 employees where the owner is self-employed. Many believe
that health insurance coverage rates are lower for self-employed businesses because the
owner of the firm is limited to a 25% personal income tax deduction for the costs of
buying insurance for himself end his family.

While many bills were introduced in the 102nd Congress to extend the 25%
deduction and/or increase it to 100%, in the end Congress voted to extend the 25%
deduction for another 12 months (July 1, 1992 through June 30, 1993) as part of the
conference agreement for the Revenue Act of 1992 (H.R. 11). H.R. 11 bill was vetoed
by President Bush for reasons having nothing to do with this provision. President
Clinton indicated support for full deductibility during the 1992 campaign.

Early in the 103rd Congress, efforts are being renewed to restore the 25%
deduction and/or to increase the deduction to 100%. Some bills phase in an increase
in the deduction over several years; others provide for immediate full deductibility.
Many proposals to increate the restore or increase the tax deduction are freestanding
they are solely intended to treat the deductibility of health care costs for self-employed
businesses. Some are included in broader reform proposals. (See "Legislation below.)

Proponents of full deductibility for self-employed firms argue that it would
equalize the treatment of employer-sponsored health insurance. They say it is unfair
that a self-employed person whose gross income includes most of the value of employer-
paid health Insurance has less after tax income than an employee with the same wages,
other fringe benefits and expenaes, but whose income does not include the value of any
employer-paid health insurance. Opponents might respond that in the case of the self-
employed, the employee is also an owner, and can therefore decide on how they will be
compensated. Giving the self-employed a larger deduction for health benefits might
encourage such owners to subetitute tax-free health insurance for taxable wages. Also,
providing the 100% deduction could encourage the purchase of richer Madillacl
insurance plans, thus driving up utilization of medical services and fueling inflation of
health care costa. While this problem could be eased by limiting full deductibility to
those plans that include but do not exceed some specified set of benefit!, enforcing such
limits could be problematic.

Proponents of full deductibility also argue that the 100% deduction v.ould increase
the incentive for self-employed businesses to buy insurance for their workers. The
National Federation of Independent Businesees estimates, for example, that uninsured
workers would decline by 25 to 50% as a result of increasing the deduction to 100%.
Others are skeptical that this tax change would produce such a significant reduction
in uninsured workers and their dependents. While over 20% of uninsured workers and
their families are linked to self-employed firms, full deductibility might not induce large
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numbers of self-employed businesses to buy imeurance for their employees. Many self-
employed firms are unprofitsble and have no tax liability to offeet by a eduction that
is not refundable. Alao, changing the self-employed deduction only affects the taxable
amount of income of the self-employed proprietor; it does not alter the tax treatment
of premiums peid for employees' coverage. Because the after-tax costs for health
insurance decline as the number of employees rise, full deductibility would most heavily
benefit those firms where the proprietor ie the only employee, and least benefit those
with more than a few employees. Raising the deduction to 100% also raises budget
issues. In March 1992, the Congressional Joint Committee on Taxation eetimated that
the coet of extending the deduction at its current level of 26% for on* year is about
$200 million; the cost of increasing the deduction to 100% is $1.7 billion for FY1994
and $1.2 billion for FY1995.

Tax Credits for Small Businesses. Some proposals would provide tax credits
to employers to offset some of the coat of providing health insurance to their employees
and their employee's families. (See 102nd Congrees bills H.R. 5536, S. 1227, S. 1936
and S. 2114. The Clinton-Gore campaign proposal also included tax credits for small
businesses.) Credits can be more effective than deductions in changing behavior
because the amount of the credit does not necessarily depend on a firm having a tax
liability. Eligible firms even thoee with no profits on which to pay taxes could still
receive a credit to offset some portion of their employee health benefit wets. Tax
credits can stand alone or be used in conjunction with other approaches to expanding
coverage, such as pay-or-play proposals, private insurance market reform, or
combination of tax credits and deductions for individuals and businesses.

Different tax credit designs are possible, depending on the objective. Mott are
intended to ease the burden of providing health benefits on smaller employers, often
defined as firms with 100 or fewer employee.. Some bills draw the line at 50 employees,
some at 25. The credit can be made available to all such small employers, only those
newly providing health insurance, or thaw meeting specific requirements, euch as those
participating in a small employer purchasing group. If the credit were available to all
small employers, private dollars now spent for coverage would be replaced by public
dollars. If the credit were limited to currently uninsured firms, the public subsidy
resulting from the tax credit would be more directly targeted on reducing the number
of uninsured workers and theii families. However, firms not receiving the credits
becauee they already provided coverage could argue that they would be treated unfairly
and could be placed at a competitive disadvantage. Some bills, such as S. 1227 in the
102nd Congress, further limit the availability of the tax credit to only those small firms
for whom the cost of providing health insurance represents significant financial
obligation, measured either aa a specified percentage of payroll or profits or some
combination of both.

The design of the tax credit may also reflect other objectives such as encouraging
the purchase of various types of insurance benefits and/or encouraging the containment
of health care costs. Some proposals limit the tax credit for the purchaee of qualified
plane, meaning a specified benefit package, specified cost-sharing in the form of
deductibles and coinsurance, a package that includes managed care elements, and/or
some other feature that may be desired because of its effects on the cost or quality of
care. Some proposals make the credit available on an ongoing basis. Others phase it
out as other elements of the proposal take effect.

CRS-7

ri



230

IB93002 02-19-93

The effects of tax credits on coverage rates are unclear. Under voluntary
program in which the credits are used as an incentive for employers to buy coverage,
much depends on the size of the subsidy provided through the tax credit, the cost of
insurance, awareness of the credit, and other factors such as whether changes are made
to the private insurance market to make insurance more available. State and local
experiments using direct small employer subsidies such as tax credits to encourage the
purchase of health insurance have produced only modest increases in coverage. Under
a compulaory program, such as an employer mandate or play-or-pay requirement, the
tax credits could offset some of the cost of providing coverage, thereby reducing adverse
effects of the mandate on eligible employers and their employees.

Options to Contain Costs and/or Finanoe Expanded Coverage

Taxing Employer.Paid Health Insurance. As noted above, when an employer
pays part or all of the health insurance benefits or premium for an employee, the
employee is not taxed on the employer's contribution. Instead, the contribution is
wholly excluded from the employee's statement of wai5:4 and salary. The tax-free
status of employer-paid health benefits has been credited with encouraging the growth
of health plans offered through the work place, so that today, about 65% of the
nonaged population is covered by employer-sponsored health insurance.

Some lawmakers and health policy experts have proposed the elimination of the
exclusion (see S. 3348 from the 102nd Congress and 'Heritage Foundation' below).
Another possibility is to place a limit on the amount of contributions that can be
excluded from an employee's taxable income (see, for example, H.R. 834 and S. 325 from
the 103rd Congress). The limit I. often referred to as eta: cap."

Some advocates of eliminating or limiting the exclusion focus on the potential
revenue gains, while others focus on the implications for health policy, contending that
the current exclusion stimulates medical care inflation by encouraeng excels insurance
coverage. Opponents of changing the treatment of employer contributions argue that
the loss in foregone revenues to the Federal Treasury ($46.4 billion in 1993) is far
outweighed by the value of the benefits to employees.

There are at least two ways of limiting the tax exclusion for health benefits. One
is to set a fixed dollar limit on employer contributione and tax any contribution in
excess of that limit. Another option is to define a minimum standard benefit package
and tax contributions to a plan whose benefits exceeded that standard. Either option
could be applied to all taxpayers or limited to higher-income taxpayers. However
implemented, a tax cap would theoretically change the way employees assessed the
value of insurance coverage. The current exclusion has meant that each additional
dollar of health benefits is worth more than a dollar of wages. As a result, workers
negotiating a total compensation package may opt for more insurance than they would
purchase if they had to use after-tax dollars. A tax cap might shift the balance back
towards wages.

From a revenue standpoint, it would make no difference whether employees chose
to continue receiving health benefits in excess of the tax cap or chose to convert the
excess into wages. The Treasury would gain either way (but would not gain if workers
shifted their health insurance dollars to some other form of tax-free compensation).
From a health policy standpoint, however, the choice between wages and benefits is an
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important one. Would employees reduce their insurance coverage in respome to a tax

cap, and would any such reductions change the way they used medical urvices?
Precisely because the curren: system has been in place for so long, there is little
empirical evidence about how much coverage people would buy in the absence of a tax

subeidy, or how they might ehange their coverage ifpressured to reduce it The effects
of a tax cap on the medical care syetem are, then, less predictable than the effects on

revenues.

Limiting Employers' Deductions for Medical Insuranoe. Another option
would be to eliminate or cap the amount an employer is allowed to deduct u &business

expense for providing employee health benefits. For example, in the 102nd Congress,
11.E. 3892 would have denied the deduction to an employer's group health plan that
discriminates against adopted children. H.R. 2264 wouldhave denied the deduction for

self-insured health plane that discriminate against services performed by chiropractors.

S. 2346 and HR. 5174 would have denied the deduction in the case of employer plane

that do not meet specific benefit qualifications. S. 9348 would have limited the
deduction to an overall per employee dollar amount. H.R. 191 in the 103rd Congress
would deny the deduction for providing coverage in excessof a defined minimum benefit
package. The effectiveness of reducing or eliminating the deductibility of premium
contributions in influencing employers' decisions regarding health benefits would vary
with the value of the deduction as well as other factors, euch iur the employer's need to
provide comprehensive benefits to attract and retain employees.

Medical Savings Accounts (MBAs). A different cost containment approach is
captured in bills providing for medical spending accounts (MSAs). (See, for example,
103rd Congress bills: H.R. 101, H.R. 150, and H.R. 192.) The MSA approach is based
on the assumption that spending on health care is out of control because consumers are
shielded from the coats of care by their health inaurance plans, the direct costs of which

are fully or partially paid by employers. (Indirectly, employees may be paying throu&
foregone wage incresses.) To sensitize consumers to the costs of care, they must be
placed in the position of paying directly for that care.

Under most MSA proposals, employers would be allowed to paythe amounts they
currently spend on employee health benefits directly to their employees. This amount
would not be included as taxable wages to the employee, and would be deductible by the

employer as a normal business expense. Employees would then set up their own MSM

and buy their own insurance policies. Workers and their families could use their MSAs

to pay for all routine medical services; any unused funds could remain in the account,
collecting interest (usually tax-free), and withdrawn later to pay for medical expenses.
Funds withdrawn for other purpoees would be treated as taxable income (much like

early withdrawals for individual retirement accounts). Insurance policies would only

cover catastrophic medical expenses, defined as expenses in excess of a specified
threshold. Some MSA proposals would also provide federal subsidies to thou in need

to assist them in buying the catastrophic insurance.

In addition to containing costa, proponents of the MSA approach say that it would

make insurance more portable than today's employer-sponsored health plans, because
employees could, in effect, take their accounts with them. Moreover, employers would

no longer have to bear the administrative burdens of setting up health plans
negotiating with insurers, and/or paying claims. Their principal role would be a
financial one: to make contributions to employees' MSM. Also, MSAs could provide
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greater benefit flexibility than typical employer-sponsored health plans. Employee.
would not be limited to one or a few insurance plans offered by an employer. They
would instead have the entire market of insurers and their catastrophic plans from
which to chaos*.

Opponents of MSAs say that their cost containment potential is greatly overstated.
They argue that the consumer has relatively little influence over the intensity and
volume of medical services. It is, instead, the physician who makes the most critical
buying decisions. Also, they say, it is not clear whether many consumers are willing to
buy the economy model of medical care. They might prefer the more expensive
physician or hospital, making an assumption that cost and quality are linked. Another
problem is that under the MSA approach, individuals do not have the bargainingpower
to obtain the kinds of discounted rates that are negotiated by large employers and
insurers with providers. Some critics also argue that MSAs are incompatible with
managed care arrangements, such as health maintenance organizations (11M0s), and
thus go against effective cost containment. HMOs, for example, tly to controlcosts by
managing care from the time the patient enters the health care system. By the time
catastrophic coverage is needed the point at which insurance is triggered under the
MSA approach -- it is too late in the episode of care to manage.

Opponents also question other claims made by MSA advocates. They say that
while the MSA itself might be portable, the source of financing would still be employer-
dependent, and thus unpredictable. Some employers might not contribute; others might
make inadequate contributions. Another concern is that the MSA approach moves
people out of group insurance into the more expensive and less reliable individual
insurance market to buy catastrophic policies. This could cause significant disruptions
in coverage. Finally, opponents argue that because the MSA approach only shifts
current employer dollars from one system to another, it appears to do nothing to
expand access to coverage for America's 35 million uninsured, and could lead to
increased numbers of uninsured if the solvency of MSA accounts were dependent upon
the continuity of employer contributions.

Tax Incentives and Competitive Approaches to Universal Coverage

Numerous proposals have been advanced that combine limits on the favorable tax
treatment of employer-provided coverage with subsidies (whether or not tax-based) for
the purchase of individual coverage. Several bills in the 102nd Congress adopted this
approach, including H.R. 6936 (Representative Cooper, the Conservative Democratic
Forum or CDF propoeal), H.R. 5989 (Representative McEwen), and S. 3348 (Senator
Hatch). It is also incorporated in S. 223 (Senator Cohen), introduced in the 103rd
Congress. Similar proposals have been developed by trade aseociations, academics, and
others. Among the more widely discussed are the Jackson Hole plan (by Alain
Enthoven, Paul Ellwood, and Lynn Etheredge), a plan by Mark Pauly and his
colleagues (sometimes referred to as the American Enterprise Institute or AE)
proposal), and the Heritage Foundation plan.

All these proposals assume that the existing tax treatment of employer-provided
health insurance creates inequity in the government subsidization of health care mete
(because the tax benefits increaee with income) and fuels health care inflation by
shielding individuals from the costs of their medical care purchasing decisions. By
shifting some or all Federal Resistance (whether tax or non-tax) away from employer-
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based plans and towards individuals, they seek to ensure that every American has basic
health coverage, reprdlees of employment status. (They may also addrees 'job lock,'
workers' reluctance to change jobs because of a fear of losing health benefits.)
However, the major focus of the competition propcsals is on cost containment: they
seek to encourage individuals to be cort-conscious in their choice of health insurance
and/or in their use of medical services by giving them a more direct financial stake in
those decisions. All the plans assume that, if consumers are given financial stake in
their health care purchasing decisions, the market will respond: health care providers
and/or insurers will compete on the basis of price and quality.

Proposals to restructure financial incentives and promote competition have been
debated for many years. For example, Ellwood and Enthoven each advanced early
verrions of their current proposal in the 1970s. Several basic concerns have been raised
about the competitive approach in the put. First, individual consumers may not have
sufficient information or sophistication to compare the relative quality of different
health plans; even price comparisons may be complicated if different insurers offer
different benefit packages. Second, insurers may be able to compete, not on the basis
of quality or efficiency, but on the basis of their ability to attract low-cost enrollees and
screen out those presenting higher risks (by rejecting some individuals, imposing
waiting periods for coverage of preexisting conditions, or charging high-risk enrollees
prohibitive premiums). Third, as was noted earlier, administrative carts for individual
coverage are much higher than for group coverage, and may offset any expected savings
from competition.

Each of the proposals attempts to address some or all of these concerns. All the
plans call for a uniform minimum benefit package, to facilitate comparison among
competing insurers. All except the Heritage and Pauly proposals would regulate
insurance underwriting practices, to limit the ability of insurers to screen out high-risk
applicants. (Pauly suggeets, in lieu of regulation, that higher-risk individuals might be
given more tax assistance to meet the higher premiums they would have to pay.) The
Jackson Hole and CDF plans go further, proposing the development of structured
systems for what they term 'managed competition. (See CRS Issue Brief 93008, Health
Care Reform: Managed Competition, by Mark Merlis.)

Under managed competition, employers or other purchasers of health insurance
would be grouped together in cooperative buying arrangements known as health
insurance purchasing corporations or cooperativee (HIPCs). Individuale participating
in the arrangement would have a choice among different health care plans and would
be even a financial incentive to select the least costly plan. Plana would have uniform
benefits, so that in theory any price differences would reflect relative efficiency.
Proponents of this Epproach assume that the less costly plans would resemble health
maintenance organizations (HMOs), which provide care through a restricted network
of affiliated providers. Consumers wishing to select a less restrictive and more costly
plan would have to pay the added costs from their own funds, without tax assistance.
(It should be noted that not all managed competition plans involve tax system changes.
Senator Bingainan's propoeal (S. 3300 in the 102nd Congress) and draft President-elect
Clinton's campaign proposal used other means to encourage the choice of efficient
plans.)

Critics of this approach argue that the widence of saving. from managed care ie
limited and that systems offering multiple cl.. zu of plans may be subject to 'biased
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selection. All the young and healthy people may wind up in HMOs or other restrictive
plans, while the older and sicker enrollees stay with the conventional plan and continue
to incur high coats. Proponents of managed competition suggest adjusting premium
rates to correct for this problem; however, it is not yet certain that adequate methods
are available. (For full discussion of the cost-saving potential of managed care, Ilet
CRS Report 90-64, Controlling Health Care Costs.)

The following is a brief summary of the major tax-based plans advanced to date.

Heritage Foundation plan. Under the Heritage plan, the existing tax exclusion
for employer contributions for health insurance would be phased out and replaced with
refundable tax credits, the amount of which would be tied to a family's income,
insurance premiums, and other health care expenses. Credits could be used both for
insurance premiums and for payment of out-of-pocket expenses. Lower-income families
with high medical expense* would be moet favored by the credits; high-income families
with low medical expenses would be least favored. All Americans would be required to
enroll in a health insurance plan containing Federally prescribed benefits, including
coverage for catastrophic expenses, hospital and physician services, and routine
preventive care. Plan deductibles and coinsurance could not exceed 10% of a family's
income and would be offset by the tax credits. Medicare would be continued for the
elderly and disabled, Medicaid for eligible low-income persons.

Pauly plan. The Pauly (or AEI) plan also repeals the tax exclusion of employer-
provided health benefits and provides income-based tax credits to assist individuals in
purchasing plans providing minimum federally specified benefits. There are at least
four major differences between this and the Heritage plan. First, employers would be
required to perform some administrative functions to facilitate employees' purchase of
coverage. Second, tax credits could be used only to subsidize premiums and not to pay
for medical services. Third, cost-sharing requirements under the minimum benefit
package would be inversely related to enrollees' income. Finally, the amount of tax
credits might be adjusted to reflect the level of health risk presented by each individual,
in order to reduce the incentives for insurers to exclude potentially costly applicants.

H.1L 5989/S. 3348 (102nd Congress). The McEwen-Hatch proposal resembles
the Heritage plan: it phases out the employer exclusion and provides a tax credit that
can be used both for purchase of a basic health plan and for direct payment of medical
expenses. However, the size of the credit is not related to income, and the maximum
amount is limited to 80% of the first $276 in premiums per person, 18% of remaining
premiums, and 18% of health care costs not covered by health insurance. Tbe bill
includes stronger measures than the Heritage and Pauly proposals to ensure that
coverage will be available to individuals receiving the credit. States would be required
to establish programs to provide coverage (with income-related premiums) for the
uninsured; the bill also includes regulation of underwriting and rating practices of small
group insurers.

Jackson Hole plan. The Jackson Hole proposal would limit the employer
exclusion to the cost of the lowest-priced plan available through the HIPC in the area
(whether or not the employer's plan was actually purchased through the cooperative).
Employers would be required to contribute towards coverage of their full-time workers
and dependents; any difference between the employer's contribution and the total
premium for the lowest-priced plan would be deductible for the individual. Non-tax
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system govermnent subsidies would be available to help persons without employer
coverage purchase a IEIPC plan.

H.B. 5938 (102nd Congress). The COP proposal is baeed on the Jackson Hole
plan, but differs from it in at least two keyfeatures. First, employers would not berequired to contribute towards employee coverage. Second, instead of limiting the
exclusion of employer contributions from employees' taxable income, the plan imposesa tax penalty on an employer whose contributions exceed the coat of the loweat-price111PC plan.

LEGISLATION

Please note that many of these bills include more than tax system changes.

H.R. 30 (Grandy)
Universal Health Benefits Empowerment and Partnership Act of 1993. Providesfor phase-in of 100% deductibility for self-employed. Introduced Jan. 5, 1993; referred

to Committees on Education and Labor, Energy and Commerce, and Ways and Means.

H.R. 101 (Michel)
Action Now Health Care Reform Act of 1993. Provides for phase-in to 100%deduction for self-employed and allows tax-free employer contributions to MSAs.Introduced Jan. 5, 1993; referred to Committees on Ways and Means, Energy and

Commerce, Judiciary, and Education and Labor.

H.R. 144 (Cox)
Provides for full deductibility for individuals of unreimbursed medical expenses.Introduced Jan. 5, 1993; referred to Committees on Ways and Means, Judiciary, andEnergy and Commerce.

H.R. 150 (Hastert)
Health Care Choice and Access ImprovementAct of 1993. Allows a tax deduction

for contributions to MSAs and for premiums for a catastrophic health insurance policy;
expands the self-employed deduction to 100% and makes permanent. Introduced Jan.
5, 1993; referred to Committees on Ways and Means, Energy and Commerce, andJudiciary.

MR. 191 (Gekas)
American Consumers Health Care Reform Act of 1993. Taxes employer health

benefits in excess of a minimum benefit package and provides 100% deduction for self-employed for costs of that package. Introduced Jan. 5, 1993; referred to Committees
on Ways and Means, Energy and Commerce, Education and Labor, Judiciary, and Rules.

H.R. 192 (Gunderson)
Farm and Rural Medical Equity Reform Act of 1993. Allows a tax deduction for

contributions to MSAs and for premiums for a catastrophic health insurance policy.
Provides for 100% deduction for self-employed. Introduced Jan. 5, 1993; referred toCommittees on Ways and Means and Energy and Commerce.
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H.R. 196 (Houghton)
Health Equity and Acceu Improvement Act of 1993. Creates refundable health

insurance tax credit, makes insurance fully deductible for individuals; restores 25%

deduction for self-employed. IntroducedJan. 5, 1993; referred to CoMmittees on War

and Means, Energy and Commerce, and Judiciary.

H.R. 200 (Stark)
Health Care Coat Containment and ReformAct of 1993. Restores 25% deduction

effective July 1, 1992 and increases to 100%, effective for taxable years after Dec. 31,

1993. Introduced Jan. 5, 1993; referred to Committees on Ways arid Means, Energy and

Commerce, and Education and Labor.

Hit. 264 (McCandless)
Increases and extends the self-employed deduction. Introduced Jan. 6, 1993;

referred to Committee on Ways and Means.

H.R. 403 (Solomon)
Permits tax deduction for up to $3,000 in health insurance premiums without

regard to current requirement that medical expenses are deductible only when they

exceed 7.6% of adjusted gross income. IntroducedJan. 5, 1993; referred to Committee

on War and Means.

H.R. 577 (Bereuter)
Provides for 50% deduction for self-employed and makes it permanent, effective

for taxable year. beginning after Dec. 31, 1991. Introduced Jan. 26, 1993.

H.R. 679 (Holden)
Restores the 25% self-employed deduction, effective for taxable years beginning

after Dec. 31, 1991; increases deduction in phases so that it reaches 100% for 1997 and
thereafter. Introduced Jan 27, 1993; referred to Committee on Ways and Means.

H.R. 815 (Barrett)
Increases and extends the self-employed deduction. Introduced Feb. 4, 1993;

referred tr, Committee on Ways and Means.

H.R. 836 (Hutchinson)
Restores 25% deduction for self-employedeffective for taxable years after Dec. 31,

1.991, and increases deduction to 100 effective for coverage after June 30, 1992.
Introduced Feb. 4, 1993; referred to Committee on Ways and Means.

H.R. 912 (Peterson)
Increases and extends the self-employed deduction. Introduced Feb. 16, 1993;

referred to Committee on Ways and Means.

S. 18 (Specter)
Comprehensive Health Care Act of 1993. Provides for 100% deduction for self-

employed, effective for taxable years after June 30, 1992. Introduced Jan. 21, 1993;

referred to Committee on Finance.

2 ,4
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S. 28 (McCain)
Children's Health Care Improvement Act of 1993. Establishes refundable tax

credit for health inaurance expenses of children in families below 200% of poverty; the
credit may be used only for school-based insurance programs established by States and
localities. Introduced Jan. 21, 1993; referred to Committee on Finance.

S. 223 (Cohen)
Comprehensive Health Care Act of 1991. Taxes employer health plan

contributions in excess of lowest-priced Accountable Health Plan (AHP) in the area.
Provides refundable tax credit for individuals purchasing ASP coverage. Increases self-
employed deduction. Introduced Jan. 27, 1993; referred to Committee on Finance.

S. 325 (Rassebaum)/11.R. 834 (Glickman)
Provides for 100% deduction for self-employed; disallows employer exclusion,

business deduction, and nonreimbursed individual medical expenses deduction for
premiums paid for plans that are not BasicCare health plans. Allows an individual to
deduct unreimbureed premium', paid for a BasicCare health plan, regardless of whether
the taxpayer meets the 7.5% AGI threshold. Introduced Feb. 4, 1993; S. 325 referred
to Committee on Finance; H.R. 834 referred to Committees on Energy and Commerce,
Ways and Means, Judiciary, Education and Labor, and Rules.

S. 939 (Baucue)
Provides for 25% deduction for self-employed for the 6-month period ending Dec.

31, 1992. Feb. 4; referred to Committee on Finance

S. 380 (Dorgan)
Phases in 100% deduction for self-employed. Introduced Feb. 16, 1993; referred

to Committee on Finance.

FOR ADDITIONAL READING

Butler, Stuart M. A Tax Reform Strategy to Deal with the Uninsured. Journal of the
American Medical Association. May 16, 1991, v. 265, no. 19, p. 2541-2544.

Pauly, Mark V., et al. Responsible National Health Insurance, Washington. The AEI
Press. 1992.
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THE CANADIAN HEALTH CARE SYSTEM

SUMMARY

Canada has provided universal health insurance coverage to its legal
residents since 1972 through health insurance programs jointly financed by
the Federal Government and the 10 provincial and 2 territorial governments.
Provincial and territorial authorities design their own programs according to
Federal standards. Each program must ensure that: individuals have access
to needed medical services without regard to cost; benefit packages include all
medically necessary hospital and physician services; all residents ofa province
are covered; insurance coverage is continued when Canadians travel from one
province to another; and insurance plans are administered on a non-profit
basis by a public authority.

While administration of the health insurance program is primarily a
provincial responsibility, the Federal Government provides block grants to the
provinces to help defray the cost. Without regard to individual provincial
health expenditures, provinces and territories receive an equal per capita
contribution from the Federal Government, adjusted annually to take into
account increases in Gross National Product.

In general, health services are provided through the private sector.
However, provinces have the authority to determine the method and rate of
limbursement for health care providers. Most Canadian hospitals receive

fu i. ds under global budgets. With the exception of hoepital-based physicians
who are salaried employees of the hospitals, most physicians are paid on a fee-
for-service basis. The fee schedule is determined on the provincial level by
negotiations between public authorities and professional associations
representing the health care practitioners.

The provincial health systems do not limit care for life-threatening
conditions. However, restraints placed on hospitals budgets and limits on the
number of specialty physicians have produced waiting lists for some elective
services. Systematic data on waiting times are not available but anecdotal
reports indicate that waiting lists exist for some procedures in each province
but that the times and procedures vary by province.

Analysts have pointed to both advantages and disadvantages of the
Canadian system when compared to the U.S. health care system. Canada has
achieved universal coverage of its population while spending about 38 percent
less per capita on health than the United States. On the other hand, some
forms of medical technology are less available in Canada, there is less
innovation in the delivery and financing of health care, and the lack of cost-
sharing requirements appears to encourage excess utilization. Both countries
face difficult financing and service delivery problems as aging populations,
technology changes and i..!creases in the volume and intensity of services
continue to fuel costs.
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THE CANADIAN HEALTH CARE SYSTEM

INI'RODUCTION

Since 1972, Canada has provided universal health insurance coverage to
its legal residents through health insurance programs jointly financed by the
Federal Government and provincial and territorial authorities.' The health
insurance program evolved in a series of steps, beginning with the initiation
of universal hospital insurance by the western province of Saskatchewan in
1946. In 1957, the Federal Goverinnent encouraged the expansion of hospital
insurance programs in all the provinces and territories by providing cash
subsidies to jurisdictions that instituted qualified plans. In 1962, a similar
program was instituted to cover physician care and other medical services. All
of the provinces and territories had adopted qualified plans by 1972.

In 1987, Canadian health care expenditures accounted for 8.6 percent of
gross national product (GNP). This represented expenditures of approximately
$1,483 per capita, making Canada second only to the United States in this
category. The public sector in Canada accounted for approximately 75 percent
of these payments compared to 41 percent in the US.

Coverage

Currently, all legal residents of Canada are covered by one of the nation's
10 provincial or 2 territorial health insurance plans. Local authorities design

their own health inturance programs following Federal standards, codified in
the Canada Health Act or 1984. . According to theft guidelines, provincial .
plans must meet the following criteria in order to qualify for full Federal cash
contributions to their programa:

'Unless otherwise noted, general information on the Canadian health care
system is derived primarily from: Canada. Ministry of Health and Welfare.
Health Insurance Directorate. Health Services and Promotion Branch.
Overview: The Canadian Health Care System. Ottawa, May 1988; Canada.
Ifinistry of Health and Welfare. 1987-1988 Canada Health ActAnnual Report.

Otti.- 1988; Employee Benefit Research Inetitute. Canada's Health Care
System: Lessons for the United States? Issue Brief number 90, May, 1989;

Lomas, Jonathan, et al. Paying Physicians in Canada: Minding our Ps and

Qs. Health Affairs, Spring 1989, p. 80.102. Data derives from Canada.
Policy, Planning and Information Braneh. Ministry of Health and Welfare.
Health Sector In Canada: Fact Sheets. Ottawa, 1989; Schieber, George J.,

and Poullier, Jean-Pierre. International Health Care Expenditure Trends:
1987. Health Affairs, fall 1989, p. 169-177.
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The insured population must have access to needed medical services
without regard to cost. To ensure that patients are not forced to
forego care because of out-of-pocket medical expenses, umer charges
and extra-billing' may not be imposed.'

Benefits offered by insurance plans must be comprehensive, including
medically necessary services provided by hospitals and physicians.

All residents of a province must be entitled to insured health
services. A waiting period prior to entitlement by residents may not
exceed 3 months.

Canadians moving from one province to another must continue to be
covered for insured health services by their home province during
any waiting period imposed by their new province of residence.
Medical care for residents of one province who are temporarily
visiting another province is reimbursed under the insurance plan of
the patient's home province.

Provincial health insurance plans must be administered and operated
on a non-profit basis by a public authority.

Benefits

All of the provincial and territorial health insurance plans must cover
medically necesaary hospital services, physician services and certain surgical
dental procedures. There are no dollar limits to the amount of necessary
medical care that individuals may receive. All plans include the following
benefits:

In-patient hospital care including accommodations and meals at the
standard ward level, nursing services, necessary drugs, medical and
surgical supplies and diagnostic tests.

Out-patient hospital services including emergency visits, laboratory,
radiological and other diagnostic procedures.

Physician services including all medically necessary services
performed by medical practitioners in hospitals, clinics or physicians'
offices.

'Extra-billing occurs when physicians charge patients an additional
amount above the fee negotiated by the province with physicians collectively.

'Provinces are not forbidden by law to impose user fees or extra-billing
but are subject to dollar-for-dollar deductions from Federal contributions to
their health insurance programs if they permit these practices.
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Provinces are not required to insure residents for the costs of eyeglasses,
outpatient prescription drugs, general dental care and semiprivate or private
hospital accommodations. However most provinces include an outpatient
prescription drug benefit for the elderly and individuals who qualify for public
assistance.

The Canada Health Act does not speci what benefits are required in a
comprehensive program. Additionally, all provinces and territories may include
additional benefits that are not required under the national guidelines. For
example, Ontario, the largest province, includes mental health services,
ambulance services, the services of chiropractors, osteopaths, chiropodists and
approved physiotherapy clinics within its benefit structure. It also provides
a drug benefit program for the elderly and individuals receiving public
assistance.

Coverage of long-terrn care is not required under the Canada Health Act.
However the Federal Government does make an equal per capita contribution
to the provinces and territories in support of nursing home care, home care
and ambulatory health care. These payments are not contingent on
conformity to the standards required in the general health insurance program
and provinces are free to structure their long-term care program as they see
fit. As a result, there is significant variation in the type and amount of long-
term care provided under provincial plans.

Financing

The health insurance system is financed jointly by the Federal and
provincial and territorial governments. When the national health insurance
program was first instituted, the Federal Government reimbursed local
authorities for 50 percent of the incurred cost. of health care services.
However after passage of the Federal-Proubwial Fiscal Arrangements and
Established Program Financing Act in 1977, Federal fiscal contributions to the
health insurance program were restructured into a block grant approach.

Without regard to individual provincial health expenditures, provinces and
territories receive an equal per capita contribution from the Federal
Government, adjusted annually to take into account increases in nominal
GNP. The Federal share takes the form of tax transfers to the provinces and
cash subsidies derived from general revenues. Provinces may use the Federal
monies within their health insurance programs as they see fit as long as the
Federal criteria are met.

While they cannot impose user fees or extra-billing without losing Federal
financial support, provinces have considerable latitude in determining how
their share of health care costs are financed. They may institute insurance
premiums, sales taxes, use general rovenues or utilize combination of
approaches. All provinces and territones use general tax revenues to support
most of the costs of their insurance programs. In addition, Ontario, British
Columbia and Alberta impose a small payroll tax premium to raise a portion
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of the required sums. Premiums reflect family size but not risk status.
However, the elderly and all those who qualify for public assistance are
exempt from the premium. Additionally, failure to pay the required premium
does not result in loss of access to needed medical services.

Health insurance is the single largest program funded by the provincial
governments, but there is considerable variation in the amount of resources
that each jurisdiction devotes to health care and the rate by which health care
costs are increasing. Health care expenditures ranged from approximately 30
percent of gross provincial expenditures in Ontario in 1985 to 20 percent of
gross provincial expenditures in Newfoundland in the same year. In the
period from 1983 to 1987; per capita spending on health care increased by 41
percent in Ontario, and 33 percent in Nova Scotia compared to 13 percent in
Alberta and 18 percent in British Columbia.

Since the inception of the block grant formula, Federal contributions as
a percentage of the total cost of the Canadian health care system have
gradually decreased. In 1988, the last year for which figures are available,
30.4 percent of health care expenditures were financed by the Federal
Government, compared to 42.2 percent of the costs borne by the provincial
governments. Private sources were responsible for 25.4 percent of all health
care expenditures (see figure 1).'

Administration

The responsibility for administration of the Canadian health care system
lies with the provincial and territorial governments. Federal standards require
that the health insurance program be administered by a public non-profit
authority. Although private insurance companies exist, they are not permitted
to cover services provided under the provincial plan. Thus for all covered
benefits, the government is the sole payer. When services are provided on a
fee-for-service basis, bills are sent directly to the provincial authority.

The cost of administration has been kept low. It is estimated that
administrative costs account for approximately 1.5 to 2.5 percent of Canadian
health expenditures, compared to 6 to 8 percent of U.S. health expenditures.

'Policy, Planning and Information Branch. Ministry of Health and
Welfare. Health Sector in Canada: Fact Sheets. Ottawa, 1989. p. 2.
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Reimbursement Methods

Provinces have the authority to determine the method and rate of
reimbursement for health care practitioners. A distinction is made between
remuneration for hospitals and physicians.

Hospitals accounted for 39.3 percent of total Canadian health care
expenditures in 1988. (See figure 2 for the composition of Canadian health
care expenditures). Most Canadian hospitals receive funds under a global
budgeting system. Annually, hospital administrators negotiate an operating
budget with the provincial authorities. Budgets are meant to take into
account bed to population and.staff to patient ratios, as well as changes in the
mix and volume of services provided. Allocation of resources is then the
responsibility of the individual hospital administrators.

Capital budgets are determined separately. New facilities, equipment,
major hospital renovations and other capital expenditures have to be approved
by the Ministry of Health in each province. Provinces vary in the extent to
which they fund capital improvements. However all hospitals are required to
fund some of these costs themselves. Methods range from community-wide
fund raising drives to the issuance of municipal bonds.

Most physicians are paid on a fee-for-service basis. Fee schedules are
determined on the provincial and territorial level by negotiations between
public authorities and professional associations representing the health care
practitioners. These professional associations are also responsible for
allocating funds between specialty groupa. Alternately, most haspital-based
physicians are salaried employees of the hospital:. Payment for physician
services accounted for 16.1 percent of total health expenditures in 1988.

The provinces have instituted various methods in an attempt to control
the level of expenditures for physician services. Since the inception of
national health insurance in Canada, health care utilization has increased at
an annual rate of almost 4 percent. Five provincesOntario, British
Columbia, Saskatchewan, Manitoba, and Quebechave incorporated measures
aimed at controlling the volume of physician services into their fee schedules.
Most of these provinces utilize some form of expenditure target by which
excessive increases in the volume of services provided patients result in a
reduction in payments in the next negotiated fee schedule. In contrast,
Quebec applies a quarterly cap to individual physician incomes. When the
fixed ceiling has been reached, further payments are reimbursed at a
significantly lower level during the rettikinder of the quarter.
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Provision of Care

In general, health care services are provided through the private sector.
The majority of Canada's hospitals are owned and operated by non-profit
entities including municipalities, voluntary agencies and religious groups.
While these institutions employ some physicians, the majority of the medical
staff is composed of private physicians granted admittance privileges by the
facilities.

In 1988, there were 4.36 short-term hospital beds per 1,000 persons with
an average occupancy rate of 85.5 percent. Average length of stay was 14.14
days.

While about 25-30 percent of physicians are salaried employees of
hospitals or clinics, the majority of practicing physicians are private
practitioners reimbursed according to a provincial-wide negotiated fee
schedule.6 Patients are free to choose their physicians and physicians have
the option of accepting or refusing any patient.

As of 1988, there were 57,405 active physicians in Canada, a ratio of one
physician per 451 persons. Of these, 26,079 or 45 percent were general
practitioners or family physicians, and 23,627 or 41 percent were specialists.
The remainder were interns and residents.

Rationing

The provincial health systems do not limit care for life-threatening
conditions. However, restraints placed on hospital budgets and limits on the
number of specialty physicians have produced rationing the queuewaiting
on linefor some elective services. In addition, specific high-technology
equipment such as magnetic resonance imagers (MRD and lithotripters are
explicitly controlled by the provincial governments, and are generally restricted
to hospitals.'

'Physicians have the option of practicing completely outside the national
health insurance scheme but they cannot take some patients covered by the
plan and others as private pay patients.

'Evans, Robert G, et al. Controlling Health Expenditures-The Canadian
Reality. The New England Journal of Medicine, Mar. 2, 1989. p. 571-577.
Kosterlitz, Julie. Taking Care of Canada. National Journal, July 15, 1989,
p. 1792-1797. Linton, Adam. The Canadian Health Care System: A
Canadian Physician's Perspective. The New England Journal of Medicine,
Jan. 18, 1990. p. 197-199. Walker, Michael. From Canada: A Different
Viewpoint. Health Management Quarterly, first quarter, 1989.
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As the table below shows, Canada has less high-cost technological
equipment on s,per capita basis than the United States.

Availability of Selected Medical Technologies:
Canada and the US.'

Canada (1988-9) US. (1887)

Unita per :million

Open-heart surgery 1.23 326
Cardiac catheterization 1.50 5.06
Organ transplantation 1.08 1.31
Radiation therapy 0.54 3.97
Lithotripsy 0.16 0.94
Magnetic resonance imaging 0.46 3.69

'Rubles, Dale. Medical Technology in Canada, Germany, and the United
States. Health Affairs, fall 1989.

As a result of constraints on equipment supply, waiting lists exist for
access to some types of equipment and procedures. Systematic data on
waiting times are not available but anecdotal reports indicate that waiting
lists exist for some procedures in each province but that the times and
procedures vary by province. For example, in Newfoundland, which has
population of 570,000, there was one functioning CAT-scanner team in early
1989. This created a 2 month waiting time for a seen. In the same province,
there was a 2.5 month waiting Iiirt for a mammogram, a 1 to 1.5 month wait
for bone scans, and a 6 to 10 month wait for hip replacements. However, in
Alberta, where at the same time there was excess hoepital capacity, no major
queuing problems existed.'

Rationing of elective aervices by triage (limiting care on the basis of
priority of need and proper place of trestment) is not explicit government
policy. For example, the provincial plans do not place an age limit on
insurance coverage for organ transplants or other high-cost, high-risk
procedures. However, such factors may enter into physicians' clinical

?Walker, Michael A. From Canada: A Different Viewpoint. Health
Management Quarterly, first quarter, 1989. p. 11-14.
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judgments just as they do in the United States. A recent study comparing
hospital stays and medical and surgical treatment of elderly Canadian and U.S.
patients with diseases of the circulatory system found that while elderly
Canadian patients had less access to coronary bypass surgery, they had greater
access to "other complex and potentially beneficial procedures."

Physician Satisfaction

Although conflicts with provincial governments over fee negotiations have
led to several physician strikes, and physicians express concerns about
underfunding for hospitals and technology, the medical profession is reportedly
largely supportive of the Canadian system. Physicians are free to make
individual medical decisions for their patients without direct interference.
They are also largely unencumbered by the types of constraints on practice
faced by their U.S. colleagues, such as utilization review, second opinions, and
managed care. However, because of the increasing volume of services provided
by physicians (partly in response to the limits on fees), the provincial
governments are expected to try to impose limits on the number of services
for which they will pay. In addition, some provinces are beginning to
experiment with capitated delivery systems" They also are looking to the
United States for methods of encouraging more appropriate and effective
medical care.

Canadian physicians enjoy relatively high incomes. In Ontario, the 1984
income of physicians was about five times that of the average industrial
worker. For the same period, U.S. physicians' incomes was about 6.5 times
the average industrial wage. Canadian physicians maintain larger average net
incomes (after professional expenses but before taxes) than those of dentists,
lawyers, accountants, engineers and architects."

Canada-United States Comparisons

The health care syetems of Canada and the United States have much in
common: Providers of care, including _physicians and hogpitals, are largely
private. The majority of patients in both systems receive care on a fee-for-
service basis and are free to choose their own providers. Medical education

'Anderson, Geoffrey M., Joseph Newhouse and Leslie Roos. Hospital Care
for Elderly Patients With Diseases of the Circulatory System. A Comparison
of Hospital Use in the United States and Canada. New England Journal of
Medicine, Nov. 23, 1989. p. 1443-1448.

'Capitation is a method of paying for an individuars medical care through
a per capita payment that is independent of the number of services received
or the costs incurred by providers in furnishing those services.

1°Iglehart, John. Health Policy Report. Canada's Health Care System.
Part 1. The New England Journal of Medicine, July 18, 1986. p. 202-208.
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is so similar in structure and curriculum that U.S. graduates of Canadian
medical schools are not considered to be 'foreign medical graduates' when they
return to the U.S. Both systems are heavily oriented to diagnosis and cure,
as opposed to disease prevention and health promotion. Similarly, both
systems have problems with an undersupply of physicians in remote areas
but an oversupply of certain specialists. In addition, health care costs in
Canada and the United States are climbing at about the same rate, and both
countries face difficult financing and service delivery problems as aging
populations, technology changes, and increasta in the volume and intensity of
services continue to fuel those costs.

There are also a number of ways in which the Canadian and US. systems
are different. Compared to the system in the US., the Canadian system has
some drawbacks: some forms of medical technology are less available, there
is less innovation in the delivery and financing of health care, and the lack
of cost-sharing requirements appears to encourage excess utilization. Some
analysts also point to Canada's longer average hospital stays and heavier
reliance on institutionalization to care for the elderly as indicators of greater
inefficiency.

There are, however, some features of the Canadian system which have
been admired by US. observers. Although problems exist in obtaining access
to some services, Canada has achieved universal coverage of its population.
In contrast, the United States has an estimated 35.6 million people who are
totally uninsured (the estimate is for 1987). Canada's health system also has
broad public support, whereas recent public opinion surveys in the United
States show substantial dissatisfaction with the American system of health
care.2'

Some analysts have also concluded that Canada gets greater value for its
health care investment than does the U.S. In 1987, Canada spent about 8.6
percent of its GNP on health; the US. spent 11.2 percent. On a per capita
basis, Canada spent $1,483, about 38 percent less than the U.S. total of
$2,051. On almost all measures of medical care outcomes, however, such as
infant death rates, life expectancy at birth, life expectancy at age 40, and age
standardized death rates, Canada does better than the United States. For
example, for the mid-1980s, Canada's infant mortality rate was about 25
percent lower than the US. rate and the average life expectancy at birth in
Canada was about 72.9 years for men and 79.8 years for women compared
with 71.0 and 78.3 years respectively for men and women in the US.

A problem in concluding that Canada is getting befter value for its money
is that some of the differences in medical care outcomes may not be
attributable to investment in the health care system. They may have more
to do with differences in rates of poverty, the demographic composition of the

"Blendon, Robert J. Three Systems: A Comparative Survey. Health
Management Quarterly, first quarter, 1989. p. 2-10.
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population, the environment, and other factors. Several foundations have
begun to sponsor research that will look at whether the difference in spending
between Canada and the United States has any consequences for medical care
outcomes."

l'Organization for Economic Cooperation and Development. Financing
and Delivering Health Care: A Comparative Analysis of OECD Countries.
OECD Social Policy Studies No. 4, Paris, 1987.
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APPENDIX A: THE CANADIAN AND U.S. HEALTH CARE SYSTEMS:
A STATISTICAL COMPARISON

The following table compares the Canadian and US. health care systems
in terms of some common measures of health expenditures, health status
indicators, and health services supply and utilization. Data are derived from
the most recent available sources.

Canada US.

Health expenditures'

Health expenditures as percentage
of gross domestic product, 1987 8.6% 11.2%

Per capita health spending, 1987 $1,483 $2,051

Public health expenditures as
% of total lualth expenditures, 1987 74.8% 41.4%

Health dates Indicators`

Infant mortality rate
per 1000 live births, 1985 7.9 10.5

Maternal mortality rate
per 100,000 live births, 1984 32 8.0

Life expectancy at birth, 1985
(men) 71.9 71.2

Life expectancy at birth, 1985
(women) 79.0 78.2

See footnotes at end of table.
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Canada U.S.

Hospital utilization`

Short-term hospital beds
per 1000 persons, 1987 4.4 3.9

Average occupancy rate, 1987 85.5% 64.9%

Average length of stay, 1987
(in days) 14.4 7.2

Physician supply'

Active physicians
per 100,000 persons, 1980. 187 194

Average number of physician
contacts per year, 1980. 5.5 4.6

Schieber, George J., and Poullier, Jean-Pierre. International Health Care
Expenditure Trends: 1987. Health Affairs, fall 1989, p. 169-177.

'United Nations. United Nations Demographic Yearbook, 1986. New
York, 1988.

'Canada: Policy, Planning and Information Branch. Ministry of Health
and Welfare. Health Sector In Canada: Fact Sheets. Ottawa, 1989. p. 5.
United States: U.S. Library of Congress. Congressional Research Service.
Health Care Expenditures and Prices. Issue Brief No. 77066, by Kathleen
M. King. Washington, 1989. p. 10-12.

1Finkelstein, Alan. Access to Health Cart. American Association of
Retired People. Washington, Feb. 1989. p. 1921.
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A VISION OF CHANGE
FOR AMERIgEt.C.s.

WAS MING TC N

February 17, 1993

Februaty 17, 1993
TO THE CONGRESS OF THE UNITED STATES:

'lb accompany my address to the Joint Session of the Congress, I am subraitting this
report, entitled A Vision of Change for America. This report describes the comprehensive
economic plan I am proposing for the nation.

I am asking you to join vAth the American people in their call for change. My vinion is
one of fundamental changeto invest in people, to reward hard work and reotore
fairness, and to recognize our families and communities as the corneretonea of Amer:oak
strength.

For more than a decade, our government has been caught in the grip of the failed policy
of trickle-clown economics. While the rich get richer, middleelass Americans pay more
taxes to their government and get lees in return. My plan will put an end to government
that benefita the privileged few and mark the beginning of an economic strategy that
puts people first

My plan ban three key elementa: economic stimulus to create joba now while laying the
foundation for longterm economic growth; long-term public investments to increase the
productivity of our people and businesses; and serious, fair, and balanoed deficit-reduc-
tion plan to stop the government from draining the private investments that generate
jobs and increase incomes.

The change will not be easy, but the cost of not changing is far greater. We must ensure
that our children's generation is not the rust to do worse than their parents. We must
restore the American dream.

We have already heard the clamor of the powerful special interests who oppose change
because they profit from the status quo. But the American people have demanded change,
and it is our reeponsibility to answer their call. With that in mind. I ask for your help
and support to macre our economy and give our people hope.

Reprinted from A Vision of Change for America, by the U.S. Executive Office of
the President. Releued as House Document 103-49. Washington, G.P.O., 1993.
p. 1, 11, 94-102, 116-145.
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A Legacy of Failure

Skyrocketing Health Care Costs

Another legacy of the past 12 years is the crisis of rapidly escalating health care
costsa crisis that threatens the security of every American family and business.
In 1992, Americans spent $840 billion on health care, or 14 percent of GDP
compared with about 9 percent of GDP only a dozen years ago (Chart 2-13). At
this rate health spending will reach an astonishing 18 percent of GDP by the
year 2000: Americans will be devoting almost one dollar of every five they earn
to health care, and the average family's health costs will rise to almost $10,000
a year.

Rising health care costs are straining the budgets of families, businesses, and
government. They are eating up incomes and squeezing out other spending.
Individuals are facing soaring insurance premiums and rising out-of-pocket bills.
Skyrocketing premiums have forced many businesses to drop or curtail health
coverage for their workers, swelling the ranks of the uninsured. Mort than 37
million people do not now have insurance coverage. Many are dependent on
hospital emergency units for care.

Inflation in health care costs is also robbing government budgets of scarce
resources needed for critical investment in our futureeducation, job training,
infrastructure, and technology development. If current trends continue, by 1998
the Federal Government will spend one in every four dollars on health care
(Chart 2-14). State and local spending for health will rise over the same period
from 14 to 18 percent of total outlays. Exploding health costs threaten funding
for other public priorities.

Thc rise in health care costs now projected will consume between 25 and 35
percent of total projected GDP growth for the rest of the decade and will
account for over 40 percent of the total increase in Federal spending. In short.
containing health care costs has become an economic imperative. Indeed, the
potential "health dividend" is far larger than the peace dividend promised by the
end of the Cold War. If America spent the same share of GDP on health as our
main international competitors do, last year alone we would have had $230
billion more to invest in our people. Similarly, if spending by employers on
health insurance had remained at the 1980 percentage of total compensation,
cash wagcs for the average workcr could have been $670 a year higher in 1991
without affecting corporatc profits.

Despite these bleak statistics, widespread evidence suggests that we can control
health care costs and maintain quality. Other advanced industrial nations have
levels of health spending substantially below ours and have controlled cost
growth more successfullyeven while providing care that matches and often
exceeds our own. Their success offers a strong basis for hope as we step up to
the challenge of fundamental change.
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Controlling Health Care Costs

Systemwide health care reform is a top Administration priority, but some
additional short-term savings proposals, focusing on providers rather than
beneficiaries, make immediale sense.

Medicare:

HHS/I0 percent capital reductioa, lapatkat. The proposal would extend
current law beyond 1995. Hospitals receive payments for Medicare's share of
capital expansions and improvements of both inpatient and outpatient
departmeht (OPD) facilities. The current payment level was reduced in OBRA
90 by 10 percentage points to 90 percent of Medicare's share of capital costs in
every yeat Estimated savings: over four years-5680 million; 1997-5380
million.

HILVIO parent capital redaction, OPD. The proposal would extend current
law beyond 1995. Hospitals receive payments for Medicare's share of capital
expansions and improvements of both inpatient and outpatient department
(OPD) facilities. Tbe current payment level was reduced in OBRA 90 by 10
percentage points to 90 percent of Medicare's share of capital costs in every
year. Estimated savings: over four years-5260 million; 1997-5150 million.

94
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IIIIS/MabOthe ealeadar year 1895 rade of pashas eelleedm so program
oodays with a 27 pereerd winos. Under this proposal, beginning in Januaty,
1996, the monthly Part 13 premium would be set to maintain the percentage of
program costs covered by premium collections in the previous year, but with a
ceiling of 27 percent The monthly Part B premium amount currently is set in
law through, the end of calendar year 1995 ($36.60 in CY93, $41.10 in CY94,
$46.10 in CY95), and premium collections are projected to cover about 27.5
percent of program COW in 1995. When originally established, SMI premiums
were intended to cover 50 percent of program% costs. They etoded significantly
over the years, however, and TEFRA 1982 established a temporary 25 percent
premium floor, beginning in 1984. Congress extended the floor twice, and
OBRA90 set fixed premium amounts in law through 1995 at levels then
estimated to be approximately 25 percent of program eters. Beginning in 1996,
calculation of the premiwn is scheduled to increase by the lower of the OAS1
COLA adjustment to the previous year's premium, or to be set at 50 percent of
program costs. Estimated savings: over four years-55 billion; 1997$3.9
billion.

IIIIS/Edadosee add-on parent: for hospital-based MIAs This proposal would
eliminate the separate add-on payment that hospital-based home health agencies
(HHAs) receive in addition to payment under the Medicare cost limits.
Eliminating the add-on would create a level playing field on which all home
health agencies can compete. Estimated savings: over four yews-5840 million;
1997$250 million.

IIIIVEdeeloale skated emu% flaky ream on *gully polymers. The
proposal would eliminate tbe Medicare payment policy that pays proprietary
skilled nursing facilities (SNEs) a return on equity (ROE) invesied in the SNF.
Medicare should pay for services rendeted to beneficiaries; it should not
subsidize private investment. Estimated savings: over fcur years$560 million;
1997$160 million.

HILS/Lower IME M 5.0 permed. This proposal would gradually lower the
Medicare indirect medical education (1ME) from 7.7 percent to 5.65 percent for
each .1 increase in the intern and resident to be a ratio (1RB ratio). Teaching
hospitals currently receive an additional 7.7 percent payment to the Medicare
DRG payment for each .1 increase in their BIB ratio, above their base year

Tbe adjustment is intended to compensate these hospitals for the higher
costs of delivering care incurred by inexperienced midgets. In addition,
teaching hospitals tend to have sicker case mixes than non-teaching hospitals.
The General Accounting Office (GAO) and the Proopective Payment ASSENMelli
Conunimion (ProPAC) have both found thst the 7.7 percent adjustment
overcompensates teaching hospitals for these costa and have recommended that
the adjustment be reduced. ProPAC has recommended setting the adjustment at
5.4 percent Lowering the 1ME adjustment would also encourage leeching
hoopitals to instill within their residents more cost-effective patterns of care at an
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early stage in the rasidency. Estimated savings: over four years-51.94 billion;
1997SM billion.

1111S/Penteaseady mina 2 percoe biboratory fee update. This proposal would
extend the 2 percent annual update of Medicare reimbursement rates for clinical
laboratory services. OBRA 90 established a 2 percent update through the end of
1993, after which laboratory fees woald be updated by the urban component of
the Consumer Price Index (CPI-U), Approximately 3.5 percent annually. There is
no evideoce, however, to indicate eat laboratory costs are increasing by the rate
of inflation. Medicare payments so laboratories should more closely reflect
decreasing coats due to techocIcgical advances, such as increased automation,
and changea in the market, such as lower-cost equipment Medicare payments to
laboratories are already excessive. An OIG study found that Medicare paid
laboratories 90 percent more than physicians paid for the same tests. Moreover,
a GAO study indicated that laboratories use higher profits from Medicare to
subsidize discounts to other, private payers. Estimated savings: over four
years-5740 million; 1997-5380 million.

11115/Provide incenthy to encourage submission of claims via ekctronic
format. In total, Medicare Part B outlays were projected to be $59.8 billion in
1993. The proposal would save 0.1 percent of the 1994-98 Medicare Part B
baseline. The proposal would encourage physicians and other Part B providers to
submit claims via the more administratively efficient electronic format by
charging physicians and other providers SI for each paper claim filed. The
proposal would not take effect until January 1, 1996, to give providers lead time
to adjust their filing systems. Estimated savings: over four years-5265 million;
1997-5175 million.

IIHS/Medicare Secondary Payer (MSP) reforms. The MSP requirements
currently vary depending upon the category of enrollee. This proposal would
create a consistent MSP threshold for the aged, disabled, and end stage renal
disease (ESRD) patientsall employers of 20 or more would be primary payers.
Current law already requires that Medicate enrollees with employer-based health
insurance use their private health insurance before drawing upon their Medicare
policies. This applies more consistent standards and more efficient enforcement
of these provisions to save Medicare costs. Estimated savings are $947 million
for 1994 through 1997; and $305 million in 1997.

1111S/Permameady extend reduction of payments for hospital oacoaticost
setWces by Id parasol. OBRA 1990 reduced Medicare reimbursement for
hospital outpatient department (OPD) reasonable costs by 5.8 percent through
1995. This proposal would extend that provision permanently. Depending on the
service, OPDs ate paid based upon varying fotmulas, some of which take into
account the OPDs' reasonable costs. The overall reduction to OPDs would be
much less than 5.8 percent, because less than half of Medicare reimbursement is
based on reasonable casts. &CAME hoepital inpatient reimbutsernent rates are
constrained by DRGs, hospitals have shifted services and coats to the outpatient
setting. As a reault, outpatient services aze one of the fastest growing
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components of the Medicare program, rising by an average of 17 percent per
year in the 1980s. Legislators approved a 5.8 percent reduction in OBRA 1990
in an attempt to counter this rapid growth. If this provision is allowed to expire,
outpatient costs, which continue to grow in the double-digits, will start growing
even fastet Support for this proposal is well-established through previously
approved legislation. Estimated savings are $950 million for 1994 through 1997;
and $525 million in 1997.

HIIS/Reduce hospital outpatient department reimbursement by am additional
4.2 perceut. In total, Medicare Part B outlays were projected to be $59.8 billion
in 1993. The proposal would save 0.5 percent of the 1994-98 outpatient services
base. Currently, Medicare reimbursement for outpatient services is based in past
on the OPD's reasonable costs minus 5.8 percent, while reimbursement for
outpatient capital costs is reduced by 10 percent This proposal would reduce
reimbursementqr OPD services by an additional 4.2 percent beginning in 1996,
to a 10 percent reduction. This would make payment for both categories
consistent by reimbursing both at 90 percent of costs. Estimated savings: over
four years-5690 million; 1997-5375 million.

HIIS/Ban physician self-referrals. A Physicians may not refer a Medicare or
Medicaid patient to a clinical laboratory in which the physician or the
physician's relatives have a financial interest Several exceptions are specified in
statute. This proposal would extend ownership and referral prohibitions to
additional services, such as physical and occupational therapy, durable medical
equipment, and parenterallenteral nutrition equipment and supplies. Estimated
savings: over four years-5250 million; 1997-5100 million.

NHS/Set EPO at non-U.S maricet rates The proposal would reduce the
amount Medicare pays for esythropoietin (EPO) from $11 per 1,000 units to $10
per 1,000 units. EPO is the drug used by patients suffering from kidney failure,
to counter anemia by increasing the body's production of red blood cells.
Medicare is virtually the sole purchaser of EPO and should exercise its market
power to pay reasonable costs while maintaining access for all Medicare
beneficiaries. Estimated 1997 savings are $50 million. Estimated savings
1994-1997-5160 million; savings for 1994-1998$210 million.

HHS/Resource-based practice expense phase-in. This proposal is an interim
step toward a resource-based system for practice expenses. It would reduce
practice expenses in relation to the relative value work units by one-half of the
difference between practice expense and physician work relative value units,
rent no lower than 110 percent. Phase-in to a resource-based system for practice
or overvalued expenses under the physician fee schedule would begin in 1997.
The recently implemented physician payment reform system divided payment
into three distinct componentsoverhead, work, and malpractice expenses. The
work component is based on an extensively-researched relative value system,
developed in 1991. The existing practice expense component is based upon an
obsolete fee schedule and bears no relationship to the reformed work component
of the foe schedule. This proposal would only reduce the practice component in
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extreme instanceswhen it exceeds the value of the work component More
comprehensive reform of the practice component is expected to take several
years to develop. This proposal provides a simple, intermediate step to address
immediately the most egregious inequities in the reimbursement framework
Estimated 1997 savingsS875 million. Estimated savings 1994-1997-52,025
million; savings for 1994-1998-42,975 million.

HILS/Pay iso;oitals for inpatient services by hospital-bases I physicians. Include
payment for radiology, anesthesia, and pathology (RAP) services as an add-on to
the hospital DRG payment. Separate billing by physicians for these services
would not be allowed. Quality of cue would be improved and =necessary
utilization would be minimized. Estimated 1997 savings are $160 million;
1994-1997-5390 million.

HMS/Sink fee for surgery. The fee paid to a primary surgeon would be
reduced by the amount paid to assistants-at-surgery. MIS would establish
exceptions by regulation in which the difficulty of the procedure cr the condition
of the patient necessitated the use of physicians as assistants-at-surgery. Whether
assistants are used and what type of personnel are used are primarily dependent
cn geographic practice patterns and the practice styles of individual surgeons,
rather than on characteristics related to the specific patient and the surgesy
performed. Evidence does not show that quality of care would be jeopardized.
Estimated 1997 savings is $120 million; 1994-1997-5380 million.

HIIS/Dumbk Medical Equipment (DME) opdonsSet DME at mrket levels.
Initially, fee schedules for DME would be adjusted downward with an upper
limit baud upon the median DME fee schedule, rather than the national average.
The fee schedule for prosthetics and °Modes would also be recompute, with a
national median cap. The MIS Secretary would be authorized to adjust DME
rates based upon market factors, including surveys of what other providers, such
as the VA, DoD and the private sector, pay for DME. The Secretary also would
be authorized to initiate competitive bidding programs for DME supplies where
appropriate. Granting broader /MS discretion would allow adjustments to be
made to reflect changes in technolopy, utilization patterns and other market
factors. Estimated savings are $510 million for 1994-97; and $160 million in
1997.

NHS/Direct medical education. This proposal would base Medicare direct
medical education payments on a national per resident amount derived solely
from the average of salaries paid to residents. Direct medical education
payments would reflect differential weighing of the national average resident
salary, based on the specialty area a resident is pursuing and the length of the
residency. A resident in a primary care specialty would be weighted at 240
percent, a non-primary cue resident in the initial residency period would be
weighted at 140 percent, and a non-primary care resident beyond the initial
residency period would be weighted at 100 percent The average weight would
be 175 percent of the national average resident salary, down from the average
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weight of about 215 percent under current law. Estimated savings: over four
yearsS1.4 billion; 1997-8330 million.

IMMO laboratory rates at market keels. The proposal initially would limit
the Medicare Part B laboratory fee schedule to 76 percent of the median of all
fees (as opposed to current maximum of 88 percent). Later, bas.A on market
surveys, the Secretary of HHS would adjust Medicare payment rates to
laboratories to account for technological changes or other market factors. This
proposal would address excessive Medicare payments for laboratory tests. An
OIG study found that Medicare paid laboratories 90 percent more than
physicians paid for the same tests. Moreover, a GAO study indicated that
laboratories use higher profits from Medicare to subsidize discounts to private
payers. In addition, the proposal would control growth in Medicare Part B
laboratory payments, which more than doubled from 1985 to 1990. Estimated
savings: over four years-83.1 billion; 1997-41.1 billion.

MM./Reduce defer* Medicare volume performance standard and update. The
effect of this proposal is to reduce the amount of increases in physician fees in
future years. This proposal would reduce the Medicare volume perfotmance
standard (MVPS) default formula and the defauft update for Medicare payments
to physicians. These two factors determine annual aggregate physician payment
levels. Estimated savings: over four yearsS850 million; 1997-8650 million.

HIIS/Pennanendy extend three current Medicare Secondary Payer (MSI9
ph...visions. The proposal would extend three OBRA '90 Medicare Secondary
Payer provisions due to expire at the end of 1995 including: (1) 1862(b) of the
Social Security Act authorizing MSP for disabled active individuals with
employer group health plan (EGHP) coverage; (2) 1826(c) of the Social Security
Act amended by OBRA '90 authorizing MSP for individuals with ESRD after
18 months (expanded from 12 months); and (3) 8051 of OBRA '90 authorizing
an IRS/SSA data match for MSP. The data match authorizes access to tax data to
identify the existence of EGHP for MSP purposes. Estimated savings over four
yearsS1.845 billion; 1997 savingsS1.115 billion.

HMS/Put hospitals on calendar year opiate. Medicare payments to hospitals
for iniatient care are updated October 1 of each year. Most other Medicare
services are updated January 1 or July 1. This proposal would move the hospital
update to January 1. Eximated savings: over four yearsS4.6 billion; 1997 $13
billion.

IIMS/Fully increase primary care fees; asoiestly increase docIer fees in 1904.
The proposal would update in full the physician fee schedule in CY 1994 for
primary care services only. For all other physician services, the update would be
two percentage points less than the full update. Estimated savings: over four
years$1.3 billion; in 1997$400 million.

HlIS/Redace Medicarv hospital spade market basket by 1 percent in 1904
and I percent in I 995. This proposal would extend the current law practice of
PI'S updates of less than the hospital market basket index (FIMBI). The 1993
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update of the PPS standardized amount is set at the HMBI minus 1.55 percent
for urban hospitals and HMBI minus 0.55 percent for rund hospitals, as set in
OBRA 1990. Under current law, the update for urban hospitals will equal the
market basket rate of increase in 1994 and 1995. For rural hospitals the update
is set at market basket plus 13 percent for 1994 and the HMBI plus an
adjustment needed to match the urban rate in 1995. Estimated savings: over four
years-85.19 billion; 1997-81.7 billion.

11115 and others: Third party liabilityenitanced identification of other health
coverage. Federal and State taxpayers spend over 81.5 billion a year for health
care that should be paid for by others. Inappropriate payments have been
identified in most federally-assisted or financed health programs including:
Medicare, Medicaid, Veterans Affairs Health, CHAMPUS/DOD Direct Care, and
the Indian Health Service. This proposal removes many of the structural
impediments hindering proper identification and billing of third party liability
(TPL) by: (1) requiring employers to report employment based health coverage
data annually on the W-2; (2) granting access to this data to all federally-assisted
and financed health programs; (3) reinforcing existing coordination of benefits
(which payer pays nd in what order) laws and regulations; and (4) removing
impediments that hinder states from collecting from ptivate insurers. Rather than
the current 'pay and chase' procedures where federal programs pay first and
chase payers afterwards, this proposal focusser on avoiding erroneous payments
by identifying the appropriate coverage before payment

Medicaid:

HMS/Tighten estate recovery/transfer of assets rules. Total Federal Medicaid
outlays for 1993 are projected to be 880.3 billion. This proposal would save
approximately 0.1 percent of the 1994-98 Medicaid baseline. This proposal
would suengthen transfer-of-asset rules to restrict further the diverting of
property to qualify, for Medicaid. In addition, the Federal government would
require States to operate estate recovery programs and would enhance States'
abilities to implement these programs. Estimated savings: over four years-8395
million; 1997-8155 million-

/MS/Remove prohibition on State use of drug formularks. This proposal
would repeal the OBRA 1990 statutory provisions that prohibit States from
using formularies. Before OBRA 1990, States were allowed to limit the number
of drugs listed on their fotmularies, e.g., States could cover only the generic
alternative of a multiple-source drug. The OBRA 1990 formulary restriction
resulted in increased expenditures for States and the Federal government.
Estimated savings: over four years-870 million; 1997-825 million.

HMS/Ellatinate atatulatoty Medicaid personal dift. This proposal would
ensure that personal care remains an optional benefit after 1994. The Medicaid
statute requires States to cover home health services for all individuals who are
eligible for nursing home services. Currently, States also have the option to pay
for personal care services to these individuals. Due to a legislative drafting eiror,
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OBRA-90 designated personal care as a home health service. Therefore,
coverage of personal care services would become mandatory for all States in
1995, if Congress does not amend the statute. In an era of increasing fiscal
pressures and growing Medicaid spending, Congress should avoid imposing
additional mandates upon State Medicaid programs. Moreover, maintaining
personal care as an optional service would allow Slates continued flexibility in
designing and administering Medicaid long-tetm care strategies. Estimated
savings: for four years.S4.1 billion; 1997-813 billion.

Shared Contribution

For deficit reduction to succeed, all groups must contribute. Only if there is a
sharing of the load can the entire countiy be sure that everyone is participating.

Social Security/Conforns titration of benefits to private pensions. Up to 50
percent of Social Security and Railroad Retirement (Tier I) benefits are currently
included in taxable income for those recipients with income and benefits
exceeding $25,000 for individuals, and $32,000 for couples. The Administration
proposes including up to 85 percent of benefits in adjuste. gross :mom, for
those with income and benefits exceeding the current S25,000/$32,000
thresholds. This would move the treatment of Social Security and Railroad
Retirement Tier 1 benefits toward that of private pensions. Under current law,
pension benefits that exceed an employee's after-tax contributions to qualified
pension plans are subject to tax at disttibution. Extending this approach to Social
Security would mean including at least 85 percent of benefits in taxable income
for nearly all recipients. However, maintaining the existing income threshokls
protects most low- and middle-income beneficiaries from benefit taxation.

IMS/Strengthening child support enforcement. Of the over 10 million women
living alone with their children, only half have child support orders and only
half of those women receive full payment. Child support enforcement will be
strengthened by streamlining paternity establishment; ubing the IRS to collect
seriously delinquent child support; making sure that absent parents who can pay
child support do; setting up a national registry to track down deadbeat parents;
requiring employees to report child support obligations on IRS W-4 forms; and
improving medical support for children. Better child support enforcement will
ensure both parents' responsibility for the well being of their children and
decrease the burden of welfare on the taxpayer. Estimated Savings: over four
years$328 million; 1997$109 million..

HIIS/Equate matching rates for welfare programs. Currently, States are
reimbursed by the Federal Government at different rates for the various costs of
administering Aid to Families with Dependent Children (AFDC), Food Stamps,
and Medicaid. The Administration proposes to set the Federal reimbursement
rate at a uniform 50 percent for all administrative costs of each of these three
programs. There will be waivers for some States, in hardship cases. Estimated
savings: over four years$1.8 billion; 1997-4600 million.
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OPM/End hunp-sam benefit retirement. The lump-sum retirement option
allows Federal civilian employees to elect upon retirement to receive a lump
sum roughly equal to employee contrtbutions in exchange for a reduced annuity
for life. The Ommbus Budget Reconciliation Act suspended the lump sum for 5
years, through 1995, for all employees except those who are critically ill,
involuntarily separated or activated for Desert Shield/Storm. This proposal
would eliminate the lamp sum for all employees retiring on or after October 1,
1995. Estimated 1994-97 savings: $5.1 billion. Estimated 1997 savings: $3
billion.

Veterans Affairs/Permanently extend medical care cost recovery. The VA
operates a nationwide health care delivery system for our nation's veterans. This
proposal would make permanent VA's authority to collect the coct of medical
care from health insurers of veterans with service-connected (military related)
disabilities when the care is provided for non-service-connected conditions. This
proposal would hold private health insurance companies responsible for the costs
of their beneficiaries' care. VA already has permanent authorization to collect
costs ftom insurers of veterans without service-connected conditions. Estimated
savings: over four yearsSI.2 billion; 1997-5407 million.

Veterans Affairs/Permanently extend prescription ckarge/copayment. The VA
operates a nationwide health care delivery system for our nation's veterans. This
proposal would make permanent VA's authority to collect from most veterans a
$2 copayment for each 30-day supply of outpatient prescription drugs that is not
related to treatment of a service-connected (military related) disability. Cost
sharing encourages more appropriate utilization a prescription drugs. This
proposal has been enacted three times by the Congress (currently through 1997).
Estimated savings in 1998$42 million.
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The Role of Health Care Costs

Even the most favorable scenarios for economic growth under our plan leave
unfmished business, however. The budget totals conceal rapidly rising health
care spending that threatens to bankrupt our national treasury.

Recently, heat% care cosh have accounted for almost half of the inctrase in
Federal spending; if we do nothing, by decade's end one in every four Federal
dollars will go to providing health care. Relentlessly rising coats will continue to
stunt long-term economic growthand terrorize American familiestmless and

until we achieve fundamental change.

Later this spring we will deliver to the Congress a comprehensive plan for
change. That plan will control health care costs and will provide security to
families, so that they cannot be denied the coverage they need. It will root out
fraud and outrageous charges, and make sure that paperwork no longer chokes
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consumers or doctors. And it will maintain American standardsthe highest
quality medical care in the world, and the choices we all deserve.

Our health care plan will bring costs under control. And while the savings we
achieve will go mostly to the private sector, taxpayers will benefit as well.
Federal funds will be freed for investments in education, training, and the
technologies of tomorrow.

That reform will control the growth of Medicare and Medicaid spending in the
long term, and thereby supplement the deficit reduction in this economic
program. If the growth of Federal health care costs can be limited to the rate of
growth of the population, plus the rate of inflation, plus two percent, the deficit
will decline in dollar terms and as a percentage of the GDP (Charts 4-1 and
4-2); and the increase in the ratio of the national debt to the GDP of the 1980s
will be reversed (Chart 4-3).

Enactment of the economic plan and health care reform together will reverse the
failures of the 1980s, and put the economy on a sound footing for the next
century. It will reduce the threat of financial instability posed by a national debt
rising faster than our income. It will stop sending the signal to the rest of the
industrialized world that our economic policy is out of control. Most important,
it will add to the prosperity and security of the American people and allow us to
compete more effectively in the global economy.

Conclusion: A Vision of Change for America

Throughout our history, at every critical moment, Americans have summoned
the courage to change, to adapt our nation's policies and institutions to changing
problems and a changing world. Once again we face such a challenge. Now we
must change our course.

We need a change to restore what makes America great: a vision of economic
and political freedom; of the rewards of hard work and initiative; of a
fundamental sense of fairness, of our families and our communities as
foundations of our strength; and of every generation's obligation to create a
better life for those that follow.

The plan we present invests in our people sag promises an America where a
growing economy produces rising living standards and high-wage, high-skill
jobs. It rewards hard work and restores fairness, providing opportunity in return
for responsibility. It ends twelve years of government that served only the
privileged and returns that government to its rightful owners: the American
people.

Here in Washington, the powerful special interests are already doing their best
to suffocate change. They oppose it because they profit from the status quo.
They refuse to listen to the American people's call for change.
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Chart 4-I. FEDERAL DEFICIT PROJECTIONS 1993 - 21413
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Chart 4-3. FEDERAL DEBT PROJECTIONS 1493 - 2043
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TABLE 1. DEFENSE DISCRETIONARY PROPOSALS

(n bakes al dolma)

1103 1114 1016 1906 1987 19911

Current 0811A easolins:
Budget Authodly 274.3 2860 216.4 304.5 3129 321.6
°Ways 2983 2N.6 293.6 281.8 3062 3130

Chimp kw 068A to Bush Adpstad:
Iludget Ialtorfly -12.5 -11.4 -282 -21.3 -21.1
Winn -6.3 -9.5 -16.2 -20.0 -342

Gwent Our Adlulled 1109.1ne:
2755 273.0 278.3 294.0 293.4
294.4 284.3 2680 226.5 289.0

Proposed Polcy Chinese:
&Apt Aahedy -110 -15.2 -24.6 -382 -392
Ouanno -41.7 -11.7 -19.7 -37.4 -36.3

Premed Wenn Olicesilonery:
274.3 263.7 2622 253.11 24114 2642

OuVeys 294.3 277.7 272.8 2640 241.1 252.7
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TABLE 4. STIMULUS PROPOSALS-Continued

(ln millons Of &los)

1103

1904 1016

mims
1006

men
1907

amen
19N

creers

1104-
11e7

Mee840901
Noway

C0104-
von owes

Dmertment a Heath end Human Seven:
Beene ineeulee ol Haelet

Netverldm end orniserip applomions 9 9 6 3 3

Sods! Soo" Adminiotrallon:
Dietary Manna (131) proosmim 302 302

Subland, Hedih one Hume Union- 9 311 308 3 3

Depeernent ot tme Treaw:
&Memo Tax System Modemingion
(7638) 1411 148 104 44 44

Caner Agencies:
National Aronautics and Space
Administralion:

Nimoncing and computing apprioNione 5 4 3 2 .. 2

Nelenal Science Foumlallen
Aseserdi and development 186 150 95 75 103

Networldng and mime; appal/Mere 19 15 8 a 3 11

316140161. MIF 201 106 93 83 31 . 114

lialebeal, Caw semoise 212 169 96 65 31 116

SUBTOTAL, TECHNOLOGY
INVESTMENTS 631 815 622 211 87 311

UMBAN DEVELOPMENT AND HOUSING
INITUMVE

Depanment ot Commerce:
Economic Development Adminiention 94 94 9 29 22 18 7 2 83

Maxey Deems Demiament
Adminisireext 2 2 1 1

SiliNseel, Camierce 96 98 10 30 29 13 7 2 84

Department d Housing mid Urban
Orosiopment

Accelerate Home imminent Partnership
Amoba88 Pubic Winks, Modeadvatbn .... 83 173 263 MO 171 86 867

Otermurey Development Mod( Grime ... 2538 2536 659 1.319 560 1,877

Supped,* Homing 423 423 127 211 65 298

Subloast. 11193 2.992 2.959 809 1.703 006 2193 171 85 3,040

Oahe Aperyier
COMO di Columbia 28 211 26

SUBTOTAL, UNMAN DEVELOPMENT
AND HOUSING 011114116E 3,063 3063 607 1,733 935 278 178 87 3,124
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TABLE 4. SliMULUS PROPOSALSContinued

(In melons of dolma)

Department of lha IMerion

1904 1196 1946
1991Y4

1947

941920

1910
001101.

TIAN
11414-
1107&O9.i

/away
00104-

00n4 Cullys

Enhanced natural resource protection 349 349 315 35 36

National Park Sinks: Hie lode presentation 23 23 14 9 9

Su MoMI, 372 372 329 44 44

Other froardim
Environmental Pittledton Agency

Waleransd resource rmloradon WWI 47 47 23 15 6 23

Green prograne 23 23 8 11 4 .. 15

Wsaranitom SUR reonolvem hmd 645 845 39 179 272 172 72 34 aos

Subic** EPA ---___ 915 915 70 205 284 172 72 34 733

WO-Away ansecutting option :
Federal buldima orargy efficiancy 19 19 11 7 1 .

Subtotal, OMR 934 934 61 212 285 172 72 34 741

SUBTOTAL, ENVIRONMENT/ENERGY 1,447 1,447 484 310 229 172 72 34 853

TAX INCENTIVES

Imnestment tax aloft and Ohm tax Rancho
pro...Woos 6,442 8,442 8,442

TOTALS, ALL CATEGORES

SUBTOTAL AU- SPENDING 16262 19,669 8,336 5.874 2,124 642 419 213 9,259

SUBTOTAL LOAN LEVELS 3,331 3.331

LESS LOAN SUBSIDY -220 -220
SUBTOTAL SPENDING LOAN LEVELS.. 19,373 22,780 8,336 5,874 2,124 842 419 213 9,259

SUBTOTAL TAX INCENTIVES 6,442 6.442 6.442

TOTAL 25,615 29,222 14.778 5,874 2,124 842 419 213 9,259
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TABLE 5. SIVESTMENT PROPOSALS-Caromed

(in melons ol Wire)

1994 1996 1996 1997 19911

1994-
1997
Total

Fiscal Hardin billiellse. 50 55 10 115
VA midi* cern - 279 663 733 aoo 861 2,475
Improdig &Wary Inwrante proosesing 120 200 200 200 200 720
He Nti Inerance Deduction for Seller" toyed (1m inceneos) 313 313

SUBTOTAL. TAX INCENTIVES 313 313
SUBTOTAL, SPENDING INCENTIVES 1,965 5,391 8,260 9643 10,791 25240

TOTAL, HEALTH CARE 2,208 5,391 8.260 9.643 10.791 25.582

PINVATE-SECTOR INCENTIVES

Innseenant Tax Inoendnes
Targaisd midi glans exdusion (tax Inane* 12 93 155 207 247 467
Earned Simms tax mot (EITC) (tax incereve) (525) (6228) (6.445) (6662) (6.027) (10660)
Mortgage revenue bonds (Mx Incentive) (104) (145) (190) (172) (174) (581)
High-apsed rag bonds (lax Incentiva) (1) (4) (II) (20) (16)
Emend RAE tax oredit (tax bomb* (1.207) (1,503) (1,750) (1.977) (2.200) (6.437)
Exlend foe-Income housing tax midi (tax twang.) (214) (478) (791) (1,114) (1,442) (2,597)
Smog business Inveetnent tax credit (tax Incentive) 2,795 3.133 3,027 3,309 3.501 12.264
Alrarnathe minimum lax dapredellon preference (tax
Incentive) 186 307 396 404 273 1,295
Tamporary Inadner4al Investment tax credit (tax incentive) 6,399 3.584 107 -961 -572 9.129
Snug issue manufadLrIng bonds (tax incentive) 14 28 35 37 37 114
Animates tninirnum tax exceplion for gifts of appreclaled
progeny gsx Nowa* 70 73 75 77 79 295
Railroad retirement fund transfer (tax irKenese)

Small business midi aysitlaity 60 131 153 157 160 501
SUBTOTAL TAX INCENTIVES 9,478 7218 3,795 3,073 3.565 23,564
SUBTOTAL SPENCXNG INCENTIVES 60 131 153 157 180 501

TOTAL, PRIVATE-SECTOR INCENTIVES 9,536 7,349 3,948 3,230 3,725 24,065

TAX INCENTIVES, ALL CATEGORIES--.--.............--- 12.763 17,092 14,779 15,278 17,039 59,912

SPENDING INCENTIVES, ALL CA7EGO4IES 6,817 19.877 31.586 39,422 44.592 99,702

101'AL, AL- 21,580 36.969 46.365 54.700 61,631 159,614
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TABLE 111. IIIPMET SY REA CA7E0011Y

lasaa easea

Olgailisery:

1910 1124 1105 1111111 1907 1101

Deane 214.3 2772 2731 205.5 249.7 253.3
2811 270.4 2221 2222 302.4 3125

555.0 5412 5552 WSJ 552.1 516.5
717.0 752.7 792.1 11112 301.0 105.5Not Imenst 202i 212.0 227.2 313.3 2574 272.7

'kW, Oulloge- 1275.1 1213.0 1214.5 12122 1.77.5 1.757.0

Ilevewsua 11422 12502 1,3M11 1.407.6 1.471.0 1.525.13

Dellell - 331.9 MS 241.7 I' 305.3 206.5 241.4
Adirednu

On-0udge WO (9 3763 324.0 314.0 2912 301.4 347.3
-44.9 -41.6 -72.3 -0133 44.9 -1060

IIMMEL
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TABLE 11. CHANGE FNMA JANUMY 10 CURRENT BASELINE

(In Warm al dolma)

1313 1924 1195 1956 1097 19111

Jaralely Uncapped IfeeeIns DOW 327.3 304.1 307.1 324.4 WI 425.4
0.0 -4.2 -OS -15.3 -22.3 -24.7

327.3 3049 2972 =I 351.11 307.7

Changes due * mind aeormsdo aseard1orsc
Olacrellonsey bilellon:

Deform 0.0 -05 -1.9 -4.2 -7.0 -99
Nondefense 0.0 -0.4 -1.7 -3.7 -6.1 -4.7

Mandatory ailssys -1.3 -22 -72 -15.9 -24.7 -36.0

NM inlerset
Ream -0.5 -0.7 -13.4 -155 -172 -22.0

0.1 02 03 -0.1 -09 -1.5

-1.7 -4.5 -24.0 -36.4 -56.5 -77.1

Reaame (* equal. decrease) 4.4 12.7 21.6 262 12.7 70.1

Sublotai. chomps due to revisal *canonic aseurnsaom
ammo sko to *dila. remalrnmer

27 3.2 -2.4 -112 -139 -7.0

Defonee dleaellonry. 3.6 0.0 0.0 0.0 0.0 0.0

Nondslenee deaerionary.. -1.3 -0.3 -1.3 -2.3 -2.3 -2.6

Mandatory:
-6.6 -42 3.1 2.4 4.1 -0.4
-0.4 -1.4 -1.4 -0.6 -OS -1.4

Subtotal, nwsdelory -9.0 -9.6 1.7 1.6 -0.5 -12
Nst avereet

FFS (dem* Insurance and odes) 02 09 1.2 1.1 1.0 1.0

Mama on Itar public debt -0.4 -0.1 0.4 1.1 3.6

Oebt molar -0.3 -05 -1.1 -12 -1.5 -11

Subtotal, Warp -7.2 -99 0.6 -0.4 -2.1 -1.5

ASO*. C. wares dims* -3.6 32 OS 0.6 0.4 0.5

Subbad charges due as Ndiniod ree11rmase -105 -LI 1.0 02 -1.7 -1.0

Tow. ~ass duo to raised moon* metrapaona and
IschnIcel retablefes . -111.1 -16 -13 -11.0 -155 -10

Current asselhe 01911 319.2 301.3 2259 297.0 34613 369.7

$60 mIllen or lese.

' Indislea relied debt asolcs.
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Appesdix

TABLE 12. CHANGE IN THE STRUCTURAL DEFICIT

(Seca viers. in Wont at doers)

Estimate

1993 1904 1995 1936 1907 1996

Itatasene deSislt $11.2 $01.3 206.9 2117.0 343.3 31111.7

Cyckel component 66.8 51.6 362 24.0 162 16.1
Depose Imams 6.9 7.9 -4.0 -12-5 -11.3 -7.3

Ileatiane etnaclursi deft& 246.5 2412 213.5 25E5 3632 390.9

EOM ot poky proposals 12.7 -36.9 -54.2 -91.7 -139.6 -148.3

Propoeed structural deficit 25112 202.9 2011.4 1933 201.0 232.0

145

3 )



298

Summary

ver the last 25 years, the health sec-
tor's share of the U.S. economy has
more than doubled. In 1965, national

health spending constituted less than 6 per-
cent of the gross domestic product (GDP), but
by 1990 it had expanded to more than 12 per-
cent of GDP. Assuming that current govern-
ment policies remain in force, and that medi-
cal practice and private health insurance
trends continue, the Congressional Budget
Office ((TO) projects that national health
spending will reach 18 percent of GDP by the
year 2000, or almost $1.7 trillion. As health
spending continues to grow, concerns mount
about its financial impacts on consumers,
businesses, and governments.

Despite recent weakness in the economy,
employment and incomes in the health sector
have increased at striking rates. The total
number ofjobs in the health sector of the econ-
omy increased by 639.000 from May 1990
through May 1992, while the total number of
jobs in the economy fell by almost 1.8 million
and the number of nonhealth jobs fell by 2.4
million. According to the American Medical
Association, the average net income of
physicians (after subtracting office expenses,
malpractice insurance premiums, and the
like) in 1990 was $164,000, up from $98,000 in
1982--an average annual growth rate of 6.6
percent. By comparison, the average pay of all
full-time workers increased from $18,500 to
$25,900 during the sawo period, a growth rate
of only 4.3 percent a year. Similarly, commu-

nity hospital margins (the net of revenues less
expenses) reported by the American Hospital
Association were 5.2 percent in 1991, higher
than their 20-year average of 4.2 percent.

Health expenditures generally grow more
apidly than spending in most other parts of

the economy, largely because of what econo-
mists call market failure. This failure has
allowed rapid technological change that tends
to inflate rather than save costs, an unrelent-
ing expansion of services provided during each
doctor visit or hospital stay, and large in-
creases in fees paid to health care providers.
The aging of the U.S. population contributes
to higher spending on health care because
older patients use a disproportionate amount
of health services, but in the next decade the
impact of the aging population will increase
health spending only modestly. Increases in
hospital stays and physician visits that can be
expected because the population is aging are
likely to account for only a small part of in-
creased health spending.

Health insurance, the nation's primary
method of financing health care, is one source
of market failure that prevents the usual
workings of competition. It permits the rapid
application of new and expensive procedures
and helps insulate providers from price com-
petition. Collective payment through insur-
ance is a natural response to the possibility of
large and uncertain health care expenses.
When an insurance company or government

Reprinted from Projections of NatiOnal Health Expenditures, by the

Congressional Budget Office. Washington, 1992. p. ix-xiii, 1-12, 37-46.
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program pays the bills, however, patients and
health providers have less incentive to control
costa carefully.

Another source of market failure is the dele-
gation of much decisionmaking to providers.
Patients who have little medical expertise are
happy to benefit from whatever treatments
providers recommend when the insurance will
pay the bill. And even if they wish to do bene-
fit-cost calculations, patients are often unable
te judge the appropriateness, quality, or price
of a health service.

Because the competitive market has failed,
health spending cannot be assumed to repre-
sent well-informed demands by consumers or
efficient provision of services by providers.

Many of these attributes of U.S. health mar-
kets are not unique to this country or even to
the health industry. Regulatory agencies
oversee other industries where competitive
markets do not function, such as public utili-
ties. In other countries, budgets, regulatory
constraints, or other countervailing forces
help prevent health expenditures from spiral-
ing out of control. In this country, however,
cost-containing pressures operate only on
parts of the sector, and their overall impact is
diluted.

National Health
Expenditures
Total spending on health is projected to reach
almost $1.7 trillion in 2000, compared with
about $800 billion in 1992. One can look at
the projections from two points of view:

o Type of spending-hospital care, physi-
cian services, and so forth, and

o Source of funding--private or public.

Projections by Type of Spending

Hospital, physician, drug, and nursing home
expenditures accounted for almost 76 percent
If national health spending in 1990 (see Sum-

mary Table 1 for CBO's baseline health spend-
ing projections claasified by major type of
spending).

CHO projects that hospital spending will in-
crease at an average rate of 10 percent a year
in the 1990s, up slightly from 9.5 percent in
the 1980s (see Summary Table 1). The shift
toward use of outpatient services is expected
to continue, with the number of outpatient
hospital visits increasing almost 5 percent a
year. The occupancy rate for community hos-
pitals is projected to remain below 65 percent--
despite reductions in the number of available
beds--as the rate of inpatient admissions per
person continues to fall and the average
length of a hospital stay drifts lower.

Spending on physician services is expected
to increase at an average annual rate of 9.7
percent in the 1990s, down from 11.6 percent
in the 1980s. Increases in physicians' charges,
additional procedures per doctor visit, and the
continual increase in the complexity or inten-
sity of treatments provided in doctors' offices
account for almost nine-tenths of the total in-
crease in this spending. Changes in the demo-
graphic composition of the population and an
increasing number of doctor visits per person
contribute little to the growth of spending for
physician services.

Spending on drugs, which is characterized
by a high proportion of out-of-pocket pay-
ments, is projected to grow by about 7.5 per-
cent a year in the 1990s. Spending on nursing
home care is projected to grow 10 percent an-
nually in the 1990s, even as financing con-
straints and the reluctance of states to ap-
prove new construction prevent the number of
beds from keeping up with the demands of the
aging population.

3 3
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Projections by Source of Funds

The main sources of funds in the health sector,
accounting for more than 80 percent of total
health spending, are out-of-pocket payments
by patients, private health insurance pay-
ments, and Medicare and Medicaid (see Sum-
mary Table 2 for a division of national spend-
ing projections into private and government
funds).

CBC) projects that the number of people cov-
ered by private health insurance will increase
slowly, and enrollment in the major govern-
ment health insurance programa, especially
Medicaid, will grow strongly. Encouraged by
federal tax policy, private health insurance
coverage increased steadily until the 1980s.
Since the 1981-1982 recession, however, pri-
vate health insurance benefits have stabilized
as a share of health expenditures, and the

Summary Table 1.
Projections of National Health Expenditures, by Type of Spending

Type of Spelding 1965

Hospital 14
Physician 8
Drugs, Other Nondurables 6
Nursing Home 2
All Other 1.1

Total 42

Selected Calendar Years
1980 1985 1990 1992a 1995. 2000a

Billions of Dollars

102
42
22
20
64

168
74
36
34

110

250

256
126

55
53

177

423 666

310
153

63
65

218

416
204
78
87

287

671
316
111
137
444

808 1,072 1,679

Average Annual Growth Rate from Previous Year Shown (Percent)

Hospital
Physician
Drugs, Other Nondurables
Nursing Home
All Other

National Health Expenditure

Memorandcb
Gross Domestic Product
(Billions of dollars) 703

Average Annual Growth of
Cross Domestic Product (Percent) n.a.

Ratio of National Health Expenditures
to Gross Domestic Product 5.9

14.2 10.4 8.8 10.0
11.5 12.0 11.2 10.4
9.0 10.9 8.6 7.1

17.9 11.3 9.3 10.5
12.0 11.4 10.0 11.0

12.7 11.1 9.5 10.1

2,708 4,039 5,514 5,931

9.4 8.3 6.4 3.7

9.2 10.5 12.1 13.6

SOURCE Congressional !Budget Office

MOTES: n a not applicable. Details rnay not add to totals because of rounding.

a. Provided

b Economic assurnptions reflect the Congressional Budget Office baseline of January 1992

10.3
10.0
7.5

10.3
9.7

10.1
9.1
7.4
9.5
9.1

9.9 9.4

7,104 9,322

6.2 5.6

15.1 18.0

4
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Summary Table 2.
Projections of National Health Expenditures, by Source of Funds

Selected Calendar Years
Source of Funds 1965 1980 1985 1990 1992a 19951 2000.

Billions of Dollars

Private 31 145 248 384 441 574 869
Public

Federal 5 72 124 195 253 343 566
State and local 5 33 51 87 115 155 244

Total, National 42 250 423 666 808 1,072 1,679

Percentage of Total

Private ;":..ts 58.0 58.6 57.6 54.5 53.5 51.7
Public

Federal 11.6 28.8 29.2 29.3 31.3 32.0 33.7
State and local 13.2 Th.- 12.1 13.1 14.2 14.5 14.5

Total, National 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Average Annual Growth Rate from Previous Year Shown (Percent)

Private 10.8 11.3 9.1 7.2 9.2 8.7
Public

Federal 19.7 11.4 9.6 13.7 10.7 10.5
State and local 12.8 9.0 11.3 14.7 10.6 9.5

National Health Expenditures 12.7 11.1 9.5 10.1 9.9 9.4

Memoranda:b
Gross Domestic Product
(Billions of dollars) 703 2,708 4,039 5,514 5,931 7,104 9,322

Average Annual Growth of
Gross Domestic Product (Percent) n.a. 9.4 8.3 6.4 3.7 6.2 5.6

Ratio of National Health Expenditures
to Gross Domestic Product 5.9 9.2 10.5 12.1 13.6 15.1 18.0

SOURCE. Congressional tudget Office

NOTES: n.. = not applicable. Details may not add to totals because of r.sunding.

a Projected.

Econonoc and government spending assumptions reflect the Congressional Budge Office baseline of January 1992

3
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SUMMARY

continuing pressure of higher health spending
is expected to cause a decrease in the propor-
tion of people covered by private health insur-
ance. CSC) projects that the other major com-
ponent of private funding--direct out-of-pocket
payments by patients to providerswill con-
tinue to grow at slower rates, constrained by
limited growth in patients' incomes.

CB0 expects that in the 1990e private fund-
ing of health care will shrink as a share of na-
tional health expenditures. The proportion of
people receiving health coverage through gov-
ernment programs and the share of national
health spending by governments will grow.

These projections of national health expen-
ditures incorporate CBO's January 1992 base-
line for spending on the Medicare and Medic-
aid programs. Medicare inpatient hospital
spending is expected to resume growth rates of
9 percent to 10 percent a year in the 1990s,
after a period of slower growth in the 1980e.
Active cost containment efforts in the 1980e
temporarily reduced the growth in Medicare
hospital spending, but the impact of these
efforts had waned by the end of the decade.
CBO assumes that the introduction of reforms
in Medicare payments to physicians in 1992
will not restrain Medicare payments signifi-
cantly, although payments in some physician
specialties and regions of the country may be
noticeably changed. Aside from physician
payment reform, current law provides no ma-
jor cost-containing changes during the 1990s.

CB0 expects the growth of Medicaid to slow
from its current rapid rate--26 percent pro-
jected for 1992 aloneto an annual rate of 12
percent by the year 2000. Medicaid remains
the fastest growing source of funds for na-
tional health expenditures, and CBO projects
that its share of payments will rise from 11
percent in 1990 to almost 19 percent in 2000.
This increase in payments is driven by a com-
bination of recent expansions in eligibility,
rising reimbursement rates mandated by

3 6

the courts, and the weakening of private
health insurance coverage.

Implications
If present laws, institutional arrangements,
and trends continue in the 1990s, the high coat
of private health insurance will shrink the
proportion of Americans who are privately
covered and increase the number of people
with no insurance. Governments will pay a
larger fraction of U.S. health spending
through the Medicare and Medicaid programs.
Higher government spending on health care
has serious implications for the federal bud-
get; the projected increase in health care
spending outpaces the growth in any other
major component of the budget and promises
not only to preempt resources from other gov-
ernment programs, but also to make deficit re-
duction more difficult.

People pay for government health spending
directly, through taxes, or indirectly, through
the adverse effects of government deficit
spending on capital formation and economic
growth. People pay in a different sense when
government health spending preempts other
government expenditures, such as invest-
ments in education and infrastructure or in-
come maintenance programs. Similarly, em-
ployees pay for employer-sponsored health in-
surance indirectly, through wages and sala-
ries they might otherwise have received in the
absence of coverage. The increasing cost of
health benefits has contributed to the slow
growth in wages and salaries that many U.S.
workers have experienced in recent years.
Without significant changes in public policy
and private behavior, rising spending on
health care will continue to limit wage and
salary gains as private employers pour money
into higher health insurance premiums for
employees rather than into pay raises.
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Chapter Four

Projections of National Health
Expenditures by Source of Funds

The government share of health spend-
ing will increase in the 1990s under
current policies and the share of pri-

vate payments will decline. CBO expects
strong growth in Medicare payments despite
slower growth in the elderly population, and
projects that Medicaid paymen:s will con-
tinue growing rapidly because r f increases in
enrollments and court decis..ons rc quiring
Medicaid programs to increase- payments.

CBO projects that the number of people cov-
ered by private health insurance will increase
slowly and the proportion of the population
covered by private health insurance will con-
tinue to decrease. As a result, private health
insurance benefits, which had accounted for a
steadily increasing share of health expendi-
ture until the mid-1980s, are expected to pay
for a slightly smaller share of health spending
by the end of the 19905. CBO projects that the
number of uninsured people will increase from
about 35 million in 1992 to more than 39 nil-
lion in 2000, despite the growth in Medicare
and Medicaid usee Table 10).

CBO projects that direct out-of-pocket pay-
ments by patients to providers will continue
declining as a share of total health spending,
despite the increase in the number of unin-
sured people. Types of health spending that
are funded largely by out-of-pocket payments
tend to grow more slowly than hospital or phy-
sician spending, which are heavily insured,
and many of the newly uninsured will choose
to do without nonessential services and are
not in a position to pay large amounts for the

services they do receive. (See Figure 14 for an
iastration of the share of health spending
accounted for by government programs, pri-
vate health insurance, and out-of-pocket pay-
ments over the 1965-2000 period.)

Private Payments
Privat, health payments have been a stable
perceitage of health spending since the mid-
19705. Between 1975 and 1990, private
health insurance payments, out-of-pocket pay-
ments, and other private payments have to-
gether accounted for about 58 percent of
health expenditures. In the projections, the
out-of-pocket share declines rapidly, the
private health insurance share declines slight-
ly, and the total share of private payments de-
clines to 52 percent by the year 2000. (See
T. 1e 11 for the composition of national health
expenditures, with emphasis on private
sources of funds.)

Private Health Insurance
Continues to Erode

The proportion of spending on health care paid
by private health insurance increased steadily
during the 1970s, although its share has
grown more slowly in 1980s. CBO projects
that total private health insurance spending
will swell from $217 billion in 1990 to $527
billion in 2000, an average annual growth

3 ') 7
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Table 10.
Health Insurance Primary Coverage

Selected Calendar Years
Type of Coverage 1960 1983 1987 1990 1992a 2000a

Millionsof People

Employer-Sponsored Insurance 134.9 135.6 138.4 141.0 138.9 145.2

CHAMPUS/Military 8.8 9.3 3.9 8.0 7.7 6.6
Individual Insurane 19.2 18.6 16.7 16.9 16.1 14.8

Medicare 25.3 27.2 29.2 31.6 32.5 35.7

Medicaid 8.3 9.7 12.0 15.3 20.7 27.2

Uninsured 26 7 29 2 33 6 33 4 35 4 39 2

Total Population 223.2 229.6 238.8 246.2 251.3 268.6

Percentage of Population

Employer-Sponsored Insurance 60.4 59.1 58.0 57.3 55.3 54.0
CHAMPUSIMilitary 3.9 4.1 3.7 3.3 3.1 2.4

Individual Insurance 8.6 8.1 7.0 6.8 6.4 5.5

Medicare 11.3 11.8 12.2 12.8 12.9 13.3

Medicaid 3.7 4.2 5.0 6.2 8.3 10.1

Uninswed 12 0 12 7 14 1 13 6 14 1 14 6

Total Population 100.0 100.0 100.0 100.0 100.0 100.0

SOURCE: Congntwonal ledger Office.

NOTES: CHAMPUS = C iran Health and Medical Program of the Uniformed Services.

Estimates and profections based on data from the March Current Population Surveys. Note that the Current PopulatMn
Surveys use a RIM restrictive definition of the population then the Social Security Administration figures used elsewhere in
this report.

Details may not add to totals because of rounchng.

a PrMected.

rate of 9.3 percent, slightly less than the in-
crease in total spending on health care. Total
private insurance spending in the estimates of
national health expenditure equals total bene-
fits paid to providers by private insurers plus
administrative and net underwriting costs,
and is identical to total health insurance pre-
miums. Private health insurance benefits for
personal health care will expand from $186
billion in 1990 to $450 billion in 2000, and ad-
ministrative and net underwriting costa will
remain a constant 17 percent of benefits paid
(see Table 12).1

3 9 8

CBO projects that the total number of
people covered by employer-sponsored insur-
ance will grow slowly in the 1990s. Total
employer-sponsored coverage increased from
about 135 million people in 1980 to about 141
million in 1990 and is expected to grow to only
145 million in 2000. The number of people
with individual insurance (including all
insurance not organized through employ-

1. Mobility I. mum& in part by the fact that the
permit inauranoe undemeritane cycle m not Molestiadi
dummied inChaptes 9.
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Figure 14.
Major Sources of Funds for Health Care, by Percentage of Total Health Expenditures

Projected

Private Health Insurance

1965 1970

1.1 ,s111,,1t,s1
SOURCE. Congressional Budget Office.

1960 1115 1995 2000

ment) is expected to continue falling in the
1990s, from about 17 million in 1990 to 15 mil-
lion in 2000.2

The rise in private health insurance
benefits paid, therefore, almost entirely con-
sists of growth in benefits paid per covered
person, with the number of people covered
increasing slowly. The expanding population
combined with slow growth in private health
insurance coverage leads to an increase in the
number of uninsured people from 35 million in
1992 to 39 million in 2000, despite projected
rapid increases in Medicare and Medicaid en-
rollment.3

2. For a dimuanon of trendi in individual inaurance.w
Jon Gabel. "On Then Own A Profile of the Indmd ually
Insured." Journal of APIS/IC. Health Pohcy (Novem.
ber.December 19911.

3. Figure. for mewed and uninsured populationa are CBO
estimate. hued on data (rom the Current Population
Survey and other mune..

The public often equates "health care costs"
with employer-sponsored insurance premi-
ums. It is not unusual to read that a firm faces
dramatic increases in premiums to renew its
current coverage. Obviously such increases
represent only a portion of total health care
financing, leaving out government and other
private funding, and do not really represent
increases in total national health costs. More-
over, premium increaser quoted by particular
insurance compaiiio do not necessarily corre-
spond to the total premium increases actually
paid in the system; total premiums reported in
the national health accounts frequently grow
more slowly than reported increases in pre-
mium prices, as employers change coverage or
offer coverage to fewer workers.

The cycle of private health insurance premi-
ums also distorts the common view of health
costs. Private health insurance premiums
tend to rise rapidly as insurance companies
build reserves, and then grow slowly (or even
fall) until losses require new premium

3 )9
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Table 11.
Projections of National Health Expenditurci to 2000, by Source of Funds

Selected Calendar Years
Source of Funds 1965 1983 1987 1990 1992x 2000a

Billions of Dollars

Private
Health insurance 10 111 155 217 254 527

Out of pocket 19 81 109 136 150 268

Other 2 18 22 31 36 73

Subtotal 31 211 286 384 441 869

Public
Federal 5 103 144 195 253 566

State and local 5 44 64 87 115 244
Subtotal 10 148 208 283 367 810

Total 42 359 494 666 808 1,679

Percentage of Total

Private
Health insurance 24.0 31.1 31.3 32.5 31.5 31.4

Out of pocket 45.7 217 22.0 20.4 18.6 16.0

Other 5.5 5.1 4.5 4.6 4.5 4.4
Subtotal 75.3 58.8 57.8 57.6 54.5 51.7

Public
Federal 11.4 28.8 29.1 29.3 31.3 33.7

State and Local 13.2 12 4 13 0 13 1 14 2 14 5

Subtotal 24.7 41.2 42.2 42.4 45.5 48.3

Total 100.0 100.0 100.0 100.0 100.0 100.0

Average Annual Growth Rate from Previous Year Shown (Percent)

Private
Health insurance 14.3 8.6 11.9 8.3 9.5
Out of pocket 8.4 7.5 7.7 5.1 75
Other 12.2 5.1 11.4 8.4 9.3

Private health expenditures 11.2 7.9 10.3 7.2 8.9

Public
Federal 18.6 8.7 10.7 13.7 10.6
State and local 12.3 9.7 10.7 14.7 9.9

Public health expenditures 15.9 9.0 10.7 14.0 10.4

National Health Expenditures 12.7 8.3 10.5 10.1 9.6

Memorandum:
Average Annual Growth of GDP (Percent) 9.2 7.5 6.7 3.7 5.8

SOURCE: Cone resaionalludget Office.

NOTES: Details mwy not add to totals because of rounding

Goe gra:KS domestic product.

a. Proteded.

310
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Table 12.
Private and Public Health Insurance Expenditures

Selected Calendar Years
1980 1983 1987 1990 19921 20001

Billions of Dollars

Private Insurance
Benefits 65 97 138 186 217 450
Administration 8 14 17 31 37 77

Total premiums 73 111 155 217 254 527

Medicare
Benefits 36 58 82 109 133 308
Administi-ation 1 1 2 2 3 4

Total expenditures 38 60 83 111 136 313

Medicaid
Benefits 25 34 as 71 118 307
Administration 1 2 3 4 5 10

Total expenditures 26 35 51 75 123 317

Administration Rate as Percentage of Benefits Paid

Private Insurance 12.5 14.5 12.4 16.5 17.2 17.2

Medicare 3.1 2.4 2.1 2.1 2.4 1.4
Medicaid 5.3 5.1 5.3 5.4 3.8 3.4

Average Annual Growth Rate from Previous Year Shown (Percent)

Private Insuraace
Benefits 14.3 9.1 10.6 8.0 9.6
Administration 20.0 4.9 21.6 10.2 9.5

Increase in premiums 14.9 8.6 11.9 8.3 9.6

Medicare
Benefits 17.1 8.7 10.1 10.5 11.1

Administration 8.3 4.8 10.0 17.3 4.2

Increase in expenditures 16.9 8.6 10.1 10.6 11.0

Medicaid
Benefits 10.6 9.5 13.9 28.8 12.6
Administration 9.6 10.1 14.6 8.6 11.1

Increase in expenditures 10.6 9.5 14.0 27.9 12.6

SOURCE Congressional Budget Office

NOTE Details may not add to totals because of rounding

a. Projected.

311
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Figure 15.
Trends in Private Health Insurance Premiums, 1941-1992

30

20

10

-10

20

PRecontogo Chino* from Previous Um'

1950 114S 1930 1195

SOURCE : Congressional Research Service.

NOTE: Hay Huggins surveys about LOCO large and medium-sized employers. FEW is the feclaial Employees Health Senefits Pro-
gram. covering about 10 million people.

increases. The cycle has consistently been .ive
or six years long, with large changes in the
growth of premium prices from year to year
(see Figure 15 for an illustration of the growth
in premiums for the Federal Employees
Health Benefits plan and the average increase
reported in a private survey of large firms).4

Out-of-Pocket Payments

Out-of-pocket or direct patient payments have
grown much more slowly than national health
spending as a whole. The proportion of na-
tional health expenditures paid directly by
patients has fallen from 45 percent in 1965
(before Medicare and Medicaid) to 20 percent

4 Congreuional Research Service. The Federal Employees
Health Benefits Program 1May 24. 19091. with updated
figures from C-Ingrefeional Research Service staff.

312

in 1990, and CBO projects that it will fall
further to 16 percent in 2000. Direct patient
payments will nevertheless rise more rapidly
than gross domestic product--from 2.5 percent
of GDP in 1990 to 2.9 percent in 2C00--since
health spending is growing faster than GDP.

Sectors with a high proportion of out-of-
pocket payments--drugs, durables, and dental
services--have shown slower growth in
spending than sectors financed more heavily
by private health insurance or government
sources. Payments of deductibles and coinsur-
ance by insured patients are considered out-of-
pocket payments.

Insurance can allow patients to ignore costs
when receiving treatments, but direct patient
payments are subject to a stronger cost-benefit
calculation. In the estimates of national
health expenditures, consumer payments of
private health insurance premiums (including



309

CHAPTER FOUR PROJECTIONS OF NATIONAL HEALTH EXPENDITURES BY SOURCE OF FUNDS 43

employee cost sharing of premium payments
sponsored by employers) are not classified as
direct out-of-pocket payments. Instead, these
payments are included in the private health
insurance account, and no attempt is made to
calculate the burden of private health insur-
ance premiums on consumers. CB0 assumes
that consumers or workera ultimately bear the
entire burden of private health insurance pay-
ments regardless of whether employers or-
ganize the coverage, or the amount of the ap-
parent cost sharing of the premiums by em-
ployees. Thus, even if employers are asking
employees to pay a greater share of their
health insurance premiums, the estimates of
out-of-pocket spending presented here are not
affected.

Other Private Payments

Other private payments include hospital non-
patient revenues and philanthropy. As in the
past, other private payments are expected to
grow at 9.1 percent in the 1990s, maintaining
about a 4.5 percent share of national health
expenditures.

Public Funding
The government's share of health care pay-
ments has been growing faster than the pri-
vate share. Payments per person partici-
pating in government programs are growing
at about the same rate as private health in-
surance benefits per covered person, but the
government is becoming the primary payer for
a greater proportion of the population (see
Table 13 for a breakdown of the sources of
funds for national health expenditures with
emphasis on public funding).

Federal

The federal share of national expenditure on
health care consists of the Medicare and

Medicaid programs and smaller programs
supporting public health, research, and the
needs of particular groups of people, such as
veterans.5 Total federal health payments are
expected to rise from 29 percent of national
health spending in 1990 to 34 percer.t in 2000.

Medicare. CB0 projects that Medicare
spending will grow at about 11 percent an-
nually in the projection period, raising its
share of national health expenditure from 17
percent in 1990 to 19 percent in 2000.

The federal Medicare program for the elder-
ly has two parts: Hospital Insurance (HI, or
Part A), which covers inpatient hospital care,
and Supplementary Medical Insurance (SMI,
or Part B), which covers mostly physician and
outpatient hospital services. Part A is largely
funded by a payroll tax. About 75 percent of
Part B is funded from general revenues with
the other 25 percent from premiums paid by
beneficiaries.

Medicare Part A spending for inpatient hos-
pital care has grown relatively slowly since
the mid-1980s when the prospective payment
system (PPS) was pa into effect. This system
pays hospitals on the basis of a fixed fee ac-
cording to the broad diagnosis of the patient,
or diagnosis-related group (ORO). Peer re-
view organizations were created to help pre-
vent inappropriate admissions of Medicare pa-
tients to hospitals. The PPS discourages hos-
pitals from providing longer-term or mainte-
nance care of the elderly in an inpatient set-
ting, and admissions and lengths of stay for
Medicare beneficiaries have fallen consider-
ably since the system was started.

CHO projects that Medicare Part A inpa-
tient hospital payments will resume growing
at 9 percent to 10 percent a year in the 1990s,

5. Payment& made by government agenciex for employee
health inaurance are included under private health
in.urance payments Government payments exclude
nutrition. anitation. and antipollution program. 11
them are not directly related to the provision of medical
care or treatment of disease. Expenditure. assistms the
training of health professionals are also excluded from
national health expenditures

3 1 3
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Table 13.
Projections of National Health Expenditures in the Public Sector to 2000, by Source of Funds

Source of Funds
Seiected Calendar Years

1965 1983 1467 1990 1992. 2000.

Billions of Doliars

Private 31 211 286 384 441 669

Federal
Medicare 0 60 83 111 136 313
Medicaid 0 19 28 43 70 181
Other 5 24 33 ...11 46 73

Subtotal 5 103 144 195 253 566

State and Local
Medicaid 0 16 23 32 53 136
Other 5 28 42 SS 62 108

Subtotal 5 44 64 87 115 244

Total 42 359 494 666 806 1.679

Percent Distribution

Private 75.3 58.; 57.5 57.6 54 5 51.7

Federal
Medicare 0.0 16.7 16.9 16.7 16.8 18.6
Medicaid 0.0 5.4 5.6 6.4 8.7 10.8
Other 11 6 6.7 6.6 6.2 5.7 4.3

Subtotal 11.6 289 29.1 29.3 31.3 33.7

State and Local
Medicaid 0.0 4.5 4.6 4.9 6.5 8.1
Other 13 2 7 9 8 4 8 2 7 7 6.4

Subtotal 13.2 12.4 13.0 13 1 14 2 143

Total 100 0 100 0 100.0 100.0 100.0 100.0

Average Annual Growth Rate from Pre vious Year Shown (Percent)

Private 11.2 7.9 10.3 7.2 8.9

Federal
Medicare n.a 8 6 10.1 10 6 11 0
Medicaid n.a 9.8 15.4 27 9 12 6
Other 9 3 8.0 8.1 6.1 5.7

All federal 18.6 8.7 10.7 13 7 10.6

State and Local
Medicaid n.a 9.2 12.2 27 9 12.6
Other 9.6 10.0 9.8 6 2 7.1

All state and local 12.3 9 7 10 7 14 7 9.9

National Health Expenditures 12.7 8.3 10.5 10.1 9.6

Memorandum:
Average Annual Growth of GDP (Percent) 9.2 7.5 6.7 3 7 5.8

SOURCE Congressional Budget Office.

NOTES Details may not add to totals because 0 rounding

n a. is- not applicable; GDP si gross domestic product

a Projected.
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after a period of slower growth in the late
1980s. Inpatient admissions per enrollee -..re
expected to resume growing, and DRG pay-
ment rates are projected to increase more
quickly than in the recent past. Inpatient
admissions of people over age 65 have fallen
from 404 per thousand in 1983 to 350 per
thousand in 1991, but CBO projects that ad-
missions of elderly patients will grow to 374
per thousand by 2000. Since 1986, Medicare
DRG payment rates have been increased more
slowly than a price index (called the hospital
"market basket" or "input price index") that is
used to track hoepital operating costs. DRG
rate increases were held below this price index
during portions of the 1980s, but beginning in
1995, according to current law, hospitals are
scheduled to begin receiving DRG rate in-
creases based on the full price index, which
will add to Medicare costs.

Medicare Part B has paid for physician ser-
vices in the past, based on the reasonable and
customary fees for the services provided in the
physician's locality. This system has been
criticized for making inequitable allocations of
payments between primary and specialty
services, and by region.6 For example,
Medicare paid for certain intensive techno-
logical procedures and surgeries much more
generously than it did for consultative visits.

Medicare began changing its method of pay-
ing physicians in 1992. The new system is
based on a fee schedule with set payments for
services, adjusted for differences in practice
costs in differe.,t parts of the country. The fees
are based on an outside determination of the
relative values of each service. A feature of
the new system is that the fees are expected to
grow according to a price index; if overall pay-
ments grow more rapidly than a predeter-
mined target rate in a year, the growth of fees
for succeeding years may be reduced. Al-
though the Congressional Budget Office ex-
pects some redistribution of payments among
physician specialties and regions of the coun-

6. See. for example, Phyeician Payment Review Comma
eion. Annual Report to Congress (1991, p.1

try, CBO projects only small reductions in
total payments to physicians from the new
system. Part B payments for physicians,
which total about two-thirds of Part B spend-
ing, are projected to grow at about 12 percent
a year during the 1990s.

The second largest component of Medicare
Part B is outpatient hospital payments, which
account for about 20 percent of Part B spend-
ing. CEO projects that outpatient hospital
payments on behe.lf of Medicare beneficiaries
will continue growing about 18 percent a year
in the projection period. Overall Part B ex-
penditure stabilizes at a 13 percent a year rate
of growth in the 1993-2000 period.

Medicaid. Medicaid finances health care for
some of the nation's poor and is administered
by the states under broad federal guidelines.
The states, which pay 43 percent of total
Medicaid costs, can exercise considerable dis-
cretion in deciding whom and what to cover,
and eligibility rules and coverage vary widely.
Federal Medicaid spending has grown very
rapidly in receut years--21 percent in 1990, 29
percent in 1991, and an estimated 26 percent
in 1992. CEO projects that Medicaid growth
will slow to about 12 percent a year by 2000,
but Medicaid's share of national health ex-
penditures will rise from 11 percent in 1990 to
more than 19 percent in 2000.

Population and cost pressures, legislated
extensions of eligibility, legal decisions re-
quiring increased payments, and the fiscal
pressures that push state and local govern-
ments to get the most funds from the federal
government all drive rapid growth in Medic-
aid spending. In the short term, the extra-
ordinary growth between 1990 and 1993
stems partly from so-called disproportionate
share payments and tax and donation pro-
grams. Disproportionate share payments are
supplementary amounts allotted to hospitals
that serve unusually large numbers of in-
digent and uninsured patients. Legislation
enacted in 1990 extended these payments and
gave states great latitude to designate hos-
pitals that qualify and placed some limits on
total payments. Many states, too, have
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discovered a mini-bonanza in tax and dona-
tion programs since 1990. Such programs in-
volve raising Medicaid reimbursements and
simultaneously levying special taxes on pro-
viders. States have used such arrangements
as a tool to obtain the highest possible federal
matching payments. These complicated tac-
tics were curtailed by Public Law 102-345, en-
acted in 1991, which requires that any such
levies be br,..id-based and caps the proportion
of state Medicaid spending that states can fi-
nance.

But even after these extraordinary growth
rates taper off, longer-run pressures persist.
Recent expansions in eligibility, particularly
for poor children, will continue to raise the
number of people who are eligible. States may
keep shifting programs that they formerly
funded for mental health, testing, and so forth
into Medicaid to gain the federal match.
Many states now run outreach programs to
alert potential beneficiaries to their eligi-
bility. The impacts of provisions for nursing
home reform (enacted in 1987 but only re-
cently effective) remain uncertain. And fi-
nally, a rash of lawsuits has resulted in sharp-
ly higher reimbursements under a 1980
amendment requiring that Medicaid pay-
ments to providers be "reasonable and ade-
quate." Pressures for increased Medicaid pay-
ments will continue to inflate the costs of the
program.

Other Federal Funding. The Department of
Defense, the Department of Veterans Affairs
(VA), and the National Institutes of Health
spend most of the rest of federal health funds.
which CB0 expects will grow at about the
same rate as GDP in the projection period,
from $41 billion in 1990 to $73 billion in 2000.
CBO projects that slow growth in VA hospital
spending and declines in health insurance en-
rollment through the Department of Defense
will help restrain the total cost.

State and Local Government
Financing

CRO projects that total state and local funding
for health will grow at double-digit rates
through the mid-1990e, before tapering off to
about 9 percent a year in 2000. These growth
rates are considerably higher than the growth
expected in state and local revenues outside of
federal Medicaid payments. Under current
policies, therefore, unless taxes are increased,
states are likely to have very little room to
expand nonhealth spending.

Medicaid. CB0 assumes that Medicaid coats
at the state and local level will grow at the
same rate as federal payments, and expects
that the current ratio of state and local Medic-
aid funding to federal--43 percent to 57 per-
cent--will remain constant. States' efforts to
increase the effective federal matching rate
through tax and donation schemes are not ex-
pected to result in any further increase in the
federal share.

Other State and Local Health Payments.
Other expenditures by state and local govern-
ments for health care include workers' com-
pensation, direct support of public hospitals
and school health programs, and public health
efforts. CBO projects that state and local
spending other than Medicaid will grow less
rapidly than national health expenditures as
a whole. The other state and local share of na-
tional health expenditures thus declines from
8.2 percent in 1990 to 6.4 percent in 2000.
Despite the declining share of total spending
on health, other state and local spending is ex-
pected to grow more rapidly than GDP, aver-
aging 7 percent growth a year in the 1990s
compared with 5.4 percent average annual
growth in GDP.
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NATIONALHEALTH EXPENDITURES, 1991

In 1991, national health spending totalled $761.7 billion and aco3unted for
13.2 percent of the Gross Domestic Product (GDP). The Nation's health
spending increased by 11.4 percent between 1990 and 1991. This marks the
fourth consecutive year of double digit growth. Since 1988 health spending had
grown from 10.9 percent of GDP to its current level of 132 percent. Recent
projections by the Health Care Financing Administration (HCFA) and the
Congressional Budget Office (CBO) indicate that the Nation's health bill may
equal 18 percent of GDP by 2000.

HEALTH CARE SERVICES

In 1991, 88 percent of all health spending ($660 billion) was for personal
health careservice, used to treat or prevent disease in individuals. The
remaining 12 percent ($92 billion) was spent on health program adminirtration;
administrative costs and profits earned by private health insurers;
noncommercial health research, such as Federal funding for the National
Institutes of Health; new construction of health facilities and government public
health activities.

Four major service categories accounted for moot of health spending:
hospital services, physician service., drugs and other nondurable medical
supplies, and nursing home care. Theft four categories accounted for 73 percent
of total epending. Table 1 dieplays national health spending by major spending
category.

SOURCES OF PAYMENT FOR HEALTH SPENDING

Private 'pending amounted to 56 percent of all health spending, with
private health insurance and individuals' out-of-pocket payments accounting for
almoat all of this share. Government spending represented the remaining 44
percent, with the Federal Government paying for 30 percent of the total and
State and local governments paying 14 percent. Medicare and Medicaid
spending accounted for two-thir4s of total government health spending. Table
2 displays national health spending by major payer.
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CONTROLLING HEALTH CARE COSTS

SUMMARY

Inflation in the medical sector has outpaced inflation in the rest of the
economy for many years. There are concerns that continued growth in health
care costa could impede efforts to improve access to health care and could
eventually erode the access that already exists. While efforts to control
medical spending have been a central issue in health policy at least since the
early 1970s, these concerns have given the issue a new urgency.

Most proposals to limit health care spending have relied on one of four
basic approaches. The first is to change the behavior of consumers by holding
them directly responsible for a larger portion of the costs of their own care.
Increases in required deductible and coinsurance payments by enrollees in
health plans can reduce overall costs. However, they may have a
disproportionate impact on low-income persons, deterring even necessary care,
and may not affect the treatment decisions of providers, who control much of
total health spending.

The second major approach is to change provider behavior through direct
modification of medical practice, or by controlling the overall supply of medical
resources. Insurers have had some success in controlling inpatient hospital
services through external review systems, but savings have been largely offset
by a growth in outpatient services. These have proved harder to manage, in
part because there is little agreement about what constitutes appropriate care.
There are hopes that further research on the effectiveness of medical
treatments can provide a basis for limiting unnecessary care. If reductions in
utilization are to achieve their full savings potential, however, they may need
to be accompanied by controls on the overall supply of medical resources.
Supply controls through local health planning systems were attempted in the
1970s, but encountered political barriers and had limited success.

The third cost control approach is to change prcrihr behavior through
reimbursement systems that provide incentives for greater efficiency. Several
States, as well as Canada and other nations, have adopted payment systems
that fix in advance the resources a provider can consume in treating an
individual patient or an entire patient population. These systems may
encourage more cost-effective treatment, but may also delay the introduction
of new medical technologies or otherwise compromise quality. Their long-
term potential for cost savings may rest on the willingness of the public to
accept trade-offs between cost and other priorities.

The last major approach is to encourage consumers to choose from among
multiple health plans that compete on the basis of their ability to develop
structured and efficient delivery systems. Health maintenance organizations
(HMOs) and other managed care systems have shown some ability to control
costs, using utilization controls, financial incentives for providers, and other
methods. The abiiiy of these programs to achieve their full savings potential
may be limited by the reluctance of higher-cost patients to accept the
restrictions on choice of providers imposed by HMOs.
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CONTROLLING HEALTH CARE COSTS

INTRODUCTION

The United States spends more per capita, and a greater proportion of
its gross domestic product (GDP), on medical care than any other
induetrialized nation. US. health expenditures in 1987 reached $500 billion,
11.1 percent of GDP, at compared to 8.6 percent in Canada, 6.8 percent in
Japan, and 6.1 percent in the United Kingdom.' Despite its higher
expenditures, the United States performs no better than other industrialized
nations, and worse than many, on such measures of h-Alth care outcomes as
life expectancy or infant mortality rates. These international comparisons
have led many observers to conclude that our medical care system is much
less efficient than those elsewhere, spending more for less.

Not everyone would agree. Gross measures of health status may reflect,
not the relative efficiency of our medical care system, but other differences
between the United States and other countries. Life expectancy, for example,
may be tied to diet or environment, while infant mortality rates may in part
reflect such factors as the rate of teenage pregnancy. Other aspects of quality
may not be captured by these measures at all. For example, Americans (or at
least insured Americans) may have greater access to advances in medical
technology than persons in other countries or may be less likely to have to
wait for non-emergency treatment. Assessing the efficiency of the American
system depends in part on how one defines quality, a problem that will be
considered further at the end of this report.

Whatever the relative quality of American medical care, there are
concerns about . the rate at which health expenditures are increasing.
Inflation in the medical sector has outpaced inflation in the rest of the
economy for many years. National health expenditures rose an average of 33
percent a year from 1970 through 1981. The rate of growth declined over the
next several years, chiefly because of a decline in inpatient hospital
edmissions. Between 1984 and 1985 total costs rose just 7.9 percent, the
lowest annual rate of increase since the enactment of Medicare and Medicaid
in 1965 (though still greater than the growth in GDP). This moderation in
expenditure growth proved short-lived. Costs rose 9.8 percent in 1987, and
employers and insurers have reported dramatic cost increases over the next

'Schieber, George J., and Jean-Pierre Poullier. International Health Care
Expenditure Trends: 1987. Health Affairs, v. 8, no. 3, fall 1989. p. 169-177.
(Hereafter cited as International Health Care Expenditure Trends: 1987.)
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2 years. For example, one recent survey has found that employers' average
cost per employee for health benefits rose 19 percent in 1988.2

The return of double-digit medical care inflation after a temporary respite
has led to concerns that continued growth in medical care costs could impede
efforts to improve access to health care and could eventually erode the access
that already exists. Many employers have already reduced their contribution
to employees' insurance expenses, while the costs of public insurance
programs are consuming an increasing share of State and Federal budgets.
Proposals to extend coverage to the uninsured have raised concerns that any
expansion of the insured population might lend a further impetus to medical
care inflation, as did the enactment of Medicare and Medicaid in 1965. While
the issue of health care costs and ways of controlling them has been a central
one in health policy at least since the early 1970e, these recent developments
have given the issue a new urgency.

This report examines policy options for controlling the increase in health
care costs by modifying the way medical care is delivered or financed. Most
proposals have relied on one of four basic approaches:

Changing the behavior of consumers by holding them directly
responsible for a larger portion of the costs of their own care;

Changing provider behavior through direct modification of medical
practice, or by controlling the overall supply of medical resources;

Changing provider behavior through reimbursement systems that
provide incentives for greater efficiency;

Changing the behavior of both providers and consumers by
encouraging consumers to chooKt from among multiple health plans
that compete on the basis of thoir ability to develop structured and
efficient delivery systems.

The remainder of this report provides an overview of the concepts
underlying these basic approaches and the evidence available about their
ability to achieve savings and their potential impact on access and quality of
care. The r atest attention is devoted to the last of the four strategies,
competition, because this approach has dominated policy discussion in recent
years.

The report does not consider changes outside the health care delivery
system that could directly or indirectly affect medical care expenditures. For
example, the incidence of illness or injury might be reduced through public
health or health education measures, stronger environmental controls, or

2Geisel, Jerry. Health Benefit Tab Rises 19% to New Htgh. Business
Insurance, Dec. 11, 1989. p. 1.
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improved safety regulation. Changes in the civil litigation system (i.e.,
malpractice reform) could reduce the practice of 'defensive medicine that is
alleged to result in the performance of unnecessary tests or procedures. Such
measures might well play an important role in any comprehensive initiative
to control medical care spending. They are omitted in order to allow this
report to focus more directly on the medical care system itself and on
proposals to change the way consumers and providers behave within that
system.

COST MARINO

Proposals to hold consumers responsible for more of the costs of their
own medical care begin with the premise that comprehensive insurance
coverage, largely funded by employers or government, has distorted the health
care market by freeing consumers of any need to consider the utility or price
of the services they are consuming. While not all observers share the view
that growth in health care costs is driven by consumer choices, there are
increasing calls for measures to encourage consumers to become more
conscious of the price and utility of the medical services they use.

There are two broad ways of doing so. The first is to require consumersto pay higher share of the premiums for their health care coverage, thus
giving them an incentive to choose the most efficiently operated plan. This
approach is the subject of the final section of this memorandum. The second
method, considered in this section, is to make consumers pay more of the
direct costs of the services they use by increasing the deductibles or
coinsurance payments required under their insurance plans.

Increases in enrollee coat-sharing responsibility can reduce overall medical
expenditures only if they deter some enrollees from obtaining care.
Otherwise, they merely shift expenses from the insurer to the consumer.3
The major study of the impact of cost-sharing on health care utilization and
costs was the Health Insurance Experiment (HEE) conducted between 1974
and 1982 by the RAND Corporation, under contract to the Health Care
Financing Administration. The HIE randomly assigned 7,700 enrollees to a
variety of health insurance plans, including a plan that included no cost-
sharing (the 'free plan) and plans requiring coinsurance payments ranging
from 25 to 95 percent (subject to overall limits on out-of-pocket expenditures).

'Deductibles have other behavioral effects that may also produce cost
savings. Enrollees whose costs during a year exceed the deductible by only a
small margin may not go to the trouble of filing a claim. Other enrollees
who are careless in record-keeping may be unable to document all of their out-
of-pocket expenditures and may therefore spend more than the nominal
deductible before the insurance takes over.

,324
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The key findings of the HIE were these:4

Cost-sharing reduced the probability that individuals would seek care
for any particular medical condition. The strongest deterrent effects
occurred among the poor, especially poor children. They were at
least 40 percent less likely to obtain care for a given condition than
children in the free plan.

Cost-sharing deterred enrollees from obtaining both 'appropriate and
Inappropriate medical care. Low-income enrollees in the cost-
sharing plans were less likely to seek care for conditions for which
medical care is highly effective, as well as for conditions for which
medical care is rarely effective. Thom in the cost-sharing plans had
worse outcomes for specific conditions (such as hypertension) that
can be improved by medical treatment.

While cost-sharing prevented enrollees from initiating an episode of
medical care, it did not change the course of treatment once an
individual had entered the medical care system. Within any given
episode of care, the cost-sharing enrollees received the same services
and medications as other patients.

These findings raise several important concerns about the utility of cost-
sharing as an approach for reducing medical expenditures. First, as would be
expected, its impact is greatest on enrollees with the least income. This effect
might be modified by developing cost-sharing requirements that varied by
Income Such a system might be administratively cumbersome for employers
or insurers. It might also defeat its own purpose, since cost-sharing may not
reduce utilization unless it is financially burdensome. (The IDE enrollees in
the least burdensome coat-sharing plan actually incurred slightly higher costs
than those in the free plan.)

Second, cost-sharing may deter necessary as well as unnecessary care.
The goal of making consumers more prudent in their use of health cervices
may demand a degree of sophistication about the value of different services
that not all enrollees possess. There have been attempts to develop more
carefully targeted cost-sharing systems, to control only inappropriate
utilization or to channel utilization in particular ways. For example, a higher
coinsurance amount may be imposed for emergency room visits, in order to
prevent enrollees from using the emergency room for non-urgent care; this
approach is common in health maintenance organizations (HMOs) and has

'This summary is drawn from Lohr, Kathleen, et al. Use of Medical Care
in the RAND Health Insurance Experiment: Diagnosis and Service-Specific
Analyses in a Randomized Controlled Trial. Medical Care, v. 24, no. 9,
(Supplement) Sept. 1986. p. S74-S77; and Brook, Robert H., et al. Does Free
Care Improve Adults' Health?: Results From a Randomized Controlled Trial.
New England Journal of Medicine, v. 309, no. 23, Dec. 8, 1983. p. 1426-34.

'3 2.5
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been adopted by some State Medicaid plans. It is not certain, however, that
even such narrower measures will deter only unneceuary care.

Finally, and perhaps most important from the perspective of cost
reduction, cost-sharing may not modify the course of care once treatment has
begun, presumably because the decision-making has generally shifted from the
patient to the physician. This finding of the HIE is partly a result of the
design of the experiment. Regardless of the level of cost-sharing required,
each plan had an out-of-pocket limit, point beyond which the insurer
assumed full responsibility for all further expenses. In the absence of such
a limit, enrollee* might have been more likely to decline the services ordered
by their physicians. At the same time, however, the most severely ill would
have been subject to catastrophic financial losses.

Most medical care costs are incurred by a small minority of patients.' A
cost-sharing system without catastrophic limits will leave that minority
unprotected, while a system with limits on out-of-pocket expenses may have
a minimal effect on the total costs of care once treatment has been initiated.
The problem of controlling the costs of ongoing treatment is the subject of
the next section.

CHANGING MEDICAL PRACTICE

Because most medical care purchasing decisions are made by physicians
and other providers, rather than by the patients themselves, savings might be
achieved if unnecessary services could be eliminated through external review
of those decisions or through efforts to modify the providers' own decision-
making.

External Utilization Controls

The term "utilization controis" embraces a variety of external constraints
imposed by a payer on the volume or nature of services furnished or ordered
by providers.' These include:

"In 1978, 10 ptrcent of U.S. families accounted ff..r 67 percent of total
health expenditures. U.S. Congress. Congressional Budget Office.
Catastrophic Medical Expenses: Patterns in the Non-Elderly, Non-Poor
Population. Washingtp '1.S. Govt. Print. Off., Det 1982. p. xviii.

"These techniques sometimes referred to )), health insurers as
"managed care." Oth :strict the term "managed care" to the more
aggressive interventior he health care system represented by HMOs or
similar entities. This i. .. sense in which the term will be used later in this
report.
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Pre-admission certification for elective inpatient stays;

Concurrent review, under which patients already admitted to the
hospital are monitored to ensure the appropriateness of their
continued stay;

Voluntary or mandatory second opinions before elective surgery;

Case management, under which the payer or the payer's agent
attempts to assume control of the overall delivery of services to an
individual high-cost patient;

Various approaches for shifting the locus of care from high-cost to
low-cost settings. These include requirements that certain surgical
procedures be performed on an outpatient basis, or that diagnostic
tests ordinarily required for inpatients be conducted before the
patient is admitted to the hospital.

Utilization controls, especially pre-admission certification and concurrent
review, have become a standard feature of health insurance plans during the
1980s. They are now used in the Medicare program, in 29 State Medicaid
programs (as of 1987), and in 72 percent of employer-sponsored health plans
(as of 1988), up from 59 percent just a year earlier.' Despite the rapid
adoption of utilization control systems by both public and private payers, they
have received little systematic study, and evidence that they actually reduce
spending is limited. Pre-admission review has the strongest track record; one
controlled study found that it produced net savings for an average employee
group of 7.3 percent, with even higher savings for groups that had very high
utilization before the programs were initiated.' The evidence on 'iome of the
other approaches is less clear. For example, some studies have suggested that
voluntary second surgical opinion programs may not deter enough
unnecessary surgery to offset the costa of the second opinions themselves;
mandatory programs appear to be more successful.'

'Lindsey, Phoebe A. Medicaid Utilization Control Programs: Results of
a 1987 Study. Health Care Financing Review, v. 10, no. 4, summer 1989.

p. 79-92; and Gabel, Jon, et al. Employer-Sponsored Health Insurance in
America. Health Affairs, v. 8, no. 2, summer 1989. p. 116-128.

'Feldstein, Paul, Thomas Wickizer, and John Wheeler. Private Cost
Containment: The Effects of Utilization Review Programs on Health Care
Use and Expenditures. New England Journal of Medicine, v. 318, no. 20, May
19, 1988. p. 1310-14.

°For a review of the literature, see Ermann, Danny. Hospital Utilization
Review: Past Experience, Future Directions. Journal of Health Politics,
Policy and Law, v. 13, no. 4, winter 1988. p. 683-704.

, 327
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There are also concerns that even the most successful utilization control
approaches focus only on inpatient care and may merely shift the site in
which care is delivered without fundamentally changing medical practice.° If
a reduction in inpatient admissions is followed by an increase in outpatient
services, savings may be only temporary; soon costs may begin to rise again
as rapidly as before. One observer has argued that, because technologies that
were once available only in hospitals are now widely diffused in the
community, the hospital is no longer the appropriate focus of cost-
containment efforts. At the same time, however, utilization controls for
ambulatory services have been slow to develop. In part, this is because most
ambulatory services have relatively small prices. The administrative costs of
reviewing each service may outweigh any potential savings." Some insurers
have begun to require prior authorization for the most costly outpatient
services, such as CAT scans or other msjor diagnostic procedures. Whether
such measures are actually producing savings is not yet known.

Utilization controls face another barrier that may be even more
important than administrative costs: the subjective nature of medical
practice. Each patient is somehow unique, and external reviewers may have
difficulty overriding the clinical judgments of individual practitioners in
specific cases. This may be especially true when they is little consensus
about the most appropriate treatment for a given condition, a problem to be
discussed in the next section. In any event, some observers have contended
that a persistent physician who is prepared to appeal a denial of
authorization will often prevail. (The relative leverage of the individual
practitioner may have been enhanced by recent legal decisions subjecting
external utilization control agents to malpractice liability for denials of
necessary care.) In consequence, utilization review may function as a delaying
tactic rather than an absolute control, achieving savings only because some
physicians will not take the trouble to protest the reviewers' decisions. The
result has been termed 'rationing by inconvenience.'" Such savings as are
achieved may diminish over time as physicians become more skillful in dealing
with the system.

For this reason, some analysts have suggested that savings over a longer
term may depend on the extent to which providers 'sign on" to the concept

°For a discussion of this issue, see Institute of Medicine. Controlling
Costa and Changing Patient Care? The Role of Utilization Management.
Washington, 19S9.

"Go ldsmi Jeff C. Competition's Impact: A Report from the Front.
Health Affairs, v. 7, no. 3, summer 1988. p. 162-173.

"Grumet, Gerald W. Health Care Rationing Through Inconvenience: The
Third Party's Secret Weapon. New England Journal of Medicine, v. 321, no.
9, Aug. 31, 1989. p. 607-11.
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of eliminating unnecessary services. In tl 5 view, real utilization control will
require voluntary changes in the way physicians practice medicine.

Modifying Practice Styles

Beginning in the 1970s, studies by Wennberg and others showed that
there was substantial geographic variation in the rate of use of specifi
medical or surgical procedures. For example, the rate of tonsillectomies in
one area of New England was six times higher than the lowest rate in the
region." While some of the variation, uncovered in 'small area analysis"
might be attributable to differences in the incidence of illnese in different
populations, this explanation appeared to be insufficient to account for all the
variation; some other factors had to be at work. One hypothesis was that
physicians in different areas had different "practice styles. Each community
had its own medical culture, its own characteristic way of diagnoeing
treating particular diseases or conditions. Physicians adopted ths! practica
style of their community in the absence of firm and objective information
about which treatment approach was actually superior.

Other explanations have been offered for small area variations in medical
practice; these will be discussed further below. However, the practice style
hypothesis has won many supporters and has led to proposals for controlling
medical care costs by (a) improving knowledge of the relative efficacy of
different medical treatments and (b) disseminating this knowledge to
practitioners in the expectation that they win modify their practice styles
accordingly. The Omnibus Budget Reconciliation Act of 1989 (P.L. 101-239)
establishes a new program within the Department of Health and Human
Services for research on the effectiveness of medical treatments and the
development of practice guidelines. Not all of the proponents of this
initiative view it as a cost-containment measure. Some view it chiefly as a
possible way of improving quality of care, and therefore worth pursuing
whether or not any cost savings result. The following discussion, however,
considers only the potential of medical practice research to reduce costs.

To have a significant impact, guidelines will need to address areas of
practice on which there is real disagreement among physicians. There have
been some efforts in the past to codify elements of medical practice on which
there already existed a consensus. However, if most physicians already agree
on the best treatments, promulgating that agreement in the form of
guidelines may not have a measurable impact on medical practice. (This
appears to have been the case, for example, with 1984 consensus report on

13Wennberg, John, and Alan Gittelsohn. Variations in Medical Care
Among Small Areas, Scientific American, v. 246, Apr. 1982. p. 120-134.
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the treatment of high blood pressure.") For this reason, the treatment
research initiative will focus on conditions for which there is found to be a
wide variation in current practice. Because the Nation is just beginning to
devote significant resources to research on the outcomes of alternative medical
treatments, it may take time for researchers to reach agreement in cases
where practice variation is the result of real scientific uncertainty. The full
potential savings from this strategy might therefore be realized only over the
long term.

Assuming that future research can resolve disagreements over appropriate
treatments, there would remain the task of inducing physicians to modify
their practices voluntarily on the basis of the new findings. Some success in
changing practices has been reported when physicians have been introduced
to guidelines through structured face-to-face educational programs conducted
by respectk-d peers." Some other efforts that relied only on printed materials
to communicate practice recommendations have had disappointing results.
Providers could be aware of and even approve the recommendations without
making significant changes in practice. It is possible that some physicians
may encounter barriers in implementing even guidelines with which they
nominally agree. These may include concerns about malpractice liability, lack
of the substitute skills or the special equipment needed to follow the
guidelines, economic incentives, or pressure from patients." These barriers
might be overcome with more vigorous educational efforts. Still,
countervailing economic and professional pressures may limit the willingness
or ability of physicians to comply voluntarily with treatment guidelines.

One alternative is to use the results of outcomes research as the basis for
mandatory, rather than voluntary, guidelines--that is, as a way of
strengthening or broadening current utilization control programs. Proposals
to do so have met strong opposition from the medical community, on the
grounds that medicine cannot be reduced to a "cookboole and that to compel
physicians to comply with fixed practice rules would stifle innovation. In

"Hill, Martha N., David M. Levine, and Paul K. Whelton. Awareness,
Use, and Impact of the 1984 Joint National Committee Consensus Report on
High Blood Pressure. American Journal of Public Health, v. 78, no. 9, Sept.
1988. p. 1190-94.

"See Chusin, Mark R. Standards of Care in Medicine. Inquiry, v. 25,
no. 4, winter 1988. p. 437-453.

"Lomas, Jonathan, et al. Do Practice Guidelines Guide Practice? The
Effect of a Consensus Statement on the Practice of Physicians. New England
Journal of Medicine, v. 321, no. 19, Nov. 9, 1989. p. 1306-11; and Kosecoff,
Jacqueline, et al. Effects of the National Institutes of Health Consensus
Development Program on Physician Practice. Journal of the American Medical
Association, v. 258, no. 19, Nov. 20, 1987. p. 2708-13.
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addition, there would remain the problem of achieving sufficient savings to
offset the administrative costs of review systems.

Another option is to replace service-by-service utilization review with
general comparisons of each physician's practice patterns to those of his or
her peers. Physicians who, over time, consistently furnished or ordered more
of certain services than others in the peer group would be targeted for closer
scrutiny, to determine whether patterns of inappropriate utilization existed.
Physicians found to be outliers might be the focus of special educational
efforts in the hopes of inducing voluntary change. Continued noncompliance
might trigger requirements that individual services receive prior authorization
or could even lead to exclusion from participation in a given public or private
insurance program.

How much could be saved if all inappropriate services were eliminated?
Some studies have found very high rates of unnecessary care. For example,
Chassin et al., in a thirteen-site study, found that 17 percent of all coronary
angiographies were unnecessary; for other procedures, the rate of
inappropriate use was as high as 32 percent. They also found, however, that
the unnecessary care explained only a small fraction of variations in
utilization across geographic areas. If none of the inappropriate
angiographies had been performed, the area with the highest use of this
procedure would still have had more than twice the number of angiographies
as the lowest-use area. The authors suggest that other factors must play a
part in this difference: disease incidence, differences in the point at which
primary care physicians decide to refer patients to specialists, or cultural or
social differences in the stage at which patients sought care." Another multi-
site study has found that, while practice style may explain differences in
utilization of certain specific procedures, it does not explain overall differences
in per capita use of medical care in different areas. At the aggregate level,
standard socioeconomic factors could explain much of the difference in use
and intensity of services.'5

These preliminary studies suggest that there could be underutilization of
services in some areas, while there is overutilization of the same services in
other areas. Treatment research could pinpoint, not only cases in which
unnecessary services could be eliminated, but also cases in which patients
have had insufficient access (whether physical or financial) to necessary care.
It is for this reason that some proponents of outcomes research liave
emphasized its potential impact on quality, rather than its potential fr.. cost

17Chassin, Mark R., et al. Does Inappropriate Use Explain Geographic
Variations in the Use of Health Care Services? Journal of the American
Medical Association, v. 258, no. 18, Nov. 13, 1987. p. 2533-2537.

'Tolland, Sherman, and Milan Stano. Sources of Small Area VpAriations
in the Use of Medical Care. Journal of Health Economics, v.-9', no. 1, Mar.
1989. p. 85-107.
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savings. Precisely because there is uncertainty about the relative efficacy of
many treatments, it may be too early to say whether optimal medical
treatment would involve more or fewer services than are currently furnished.

SUPPLY CONTROLS

If utilization controls or practice guidelines succeed in limiting
unnecessary care, the full potential savings from any reduction in the number
of services delivered may be realized only if there is a proportionate reduction
in the resources used to provide those services. For example, changes in
medical practice in the late 1970. and early 1980. led to a decline in
inpatient hospital admiuions without a corresponding reduction in hospital
capacity. The result in many areas has been underutilized facilities spreading
their fixed costs across a declining number of patients; while there are fewer
patients, the cost for each patient rises because the unused capacity must still
be paid for.

In addition, the existence of exceu capacity may generate continuing
pressures to find some new way of using that capacity and restoring
utilization to its previous levels." The view that the use of medical services
could rise to fill any underused resources led to what was perhaps the
dominant approach to cost containment in the 1970s: health planning, the
regulation of facility construction and other capital expenditures.

In 1964, New York became the first State to establish a certificate-of-
need (CON) program, under which proposals to build a new facility or expand
an existing one had to be approved by a government agency. Other States
followed, and a 1972 amendment to the Social Security Act provided that
facilities in those States proceeding with construction without obtaining a
CON could be denied Medicare and Medicaid reimbursement for their capital
expenditures. Finally, the Health Planning and Resources Development Act
in 1974 required all States to establish similar programs. This requirement
was repealed in 1986, along with all Federal support for State health
planning programs. States may continue to operate programs on their own;
39 States and the District of Columbia still do so. However, Medicare
reimburesment is no longer contingent on State approval of capital

"The view that hospital admissions rise in proportion to hospital bed
capacity was originally advanced by Milton Roemer, in Bed Supply and

ospital Utilization: A Natural Experiment. Hospitals, v. 35, no. 21, Nov.
I, .1961. p. 36-42; Some more recent studies have concluded that the relation
betvn supply and utilization may not be as straightforward as "Roemer's
law" wow.' Auggest. Brewer, W. Ross, and Mary Ant., Freedman. Causes and
Implications ocVariation in Hospital Utilization. Journal of Public Health
Policy, v. 3, no. 4, Dec. 1982. p. 445-454.
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expenditures, and a number of States have now limited their reviews to
nursing home construction."

Several factors contributed to the reversal of policy on health planning.
In part, it fell victim to the general preference for market sr opposed to
regulatory solutions during the early 1980a. From a Federal perspective, the
adoption in 1983 of Medicare's prospective payment system (PPS) for
inpatient hospital services was expected to offer a different way of limiting
health care resources; this approach is discussed further in the next section."
Underlying this shift, however, were claims that health planning had been
tried and bad failed, largely because of conflicting political pressures. In
many areas, the oversupply of facilities was such that savings would have
required, not just limits on new construction, but closure or consolidation of
existing facilities. Few States were able to overcome the political resistance
to such closures. Attempts to limit duplication of services or the spread of
new technologies often faced similar barriers; attempts to plan for the
rational distribution of resources on a regional basis had to confront
providers' fears of losing to competitors and individual communities' desirec
for the most up-to-date facilities."

CON programs did have some successes, particularly in constraining the
growth in nursing home beds. Because State Medicaid programs are the
major source of payment for nursing home care, States had a strong motive
to overcome the political barriers to supply constraint. In at least some
States, the CON process was explicitly seen as a Medicaid cost-containment
measure; the determination of the number of nursing home beds needed was
related to the maximum number of patients the State was prepared to cover."
Even in this case, however, any savings were achieved by holding growth in
bed supply below the rate of growth in the aged population. States generally
did not close down existing capacity.

"American Hospital Asoociation. State Issues Forum. State Health
Planning Report. Chicago, July 1989.

2IThe inclusion of capital expenditures in PPS payments has been
repeatedly postponed. . 'nspitals are instead paid for Medicare capital expenses
on a reasonable cost basis, subject to a fixed percentage discount (15 percent
beginning Jan. 1, 1990).

"For an overview of the barriers to health planning, see Brown, Lawrence
D. Common Sense Meets implementation: Certificate-of-Need Regulation in
the States. Journal of Health Politics, Policy and Law, v. 8, no. 3, fall 1983.
p. 480-494. (Hereafter cited as Common Sense Meets Implementation.)

"Feder, Judith, and William Scanlon. Regulating the Bed Supply in
Nursing Homes. Milbank Quarterly, v. 58, no. 1, 1980. p. 54-88.
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Recent concern about the rate of medical care cost increases has led to
some calls for a revival of health planning, and it is conceivable that these
concerns might eventually be sufficient to overcome the political boniers faced
by health planners in the past. However, not all of the problems with health
planning are political ones. Effective planning may require a fuller
understanding of the workings of the health care system than is currently
available. That system is a dynamic on*, and decisions that seemed sensible
in the late 1970. have sometimes had unpredictable effects. For example,
most planning programs focussed on institutional services in hoepitals and
nursing homes, because thee* were the major sources of expenditure, and did
little to control the capital expenditures of community-based physicians or
clinics. The resulting growth in the availability of high-technology facilities
outside hospitals is one of the reasons that recent reductions in inpatient
utilization have been offset by increased outpatient costs. (Some States are
now applying uniform rules across settings.)

Moreover, a community's needs may change unpredictably. New York
was more successful than most States in controlling inpatient bed supply; it
was one of the few States in which hospital closures occurred on a planned
basis. While the number of community hospital beds nationally dropped 1.1
percent between 1977 and 1987, the number in New York dropped 9.9
percent.34 New demands on these facilities in the 1980s, such as the
appearance of AIDS (acquired immune deficiency syndrome) and the rise in
drug-related problems, have led to serious overcrowding in some New York
hospitals. The reported crisis in New York illustrates one of the potential
constraints on the planning process. On the one hand, it may be necessary
to maintain enough excess capacity to meet unforeseen needs or random
fluctuations in demand. On the other hand, this excess capacity is costly to
maintain and may itself generate demand. If the supply of a given kind of
service is sufficient that no one ever has to stand in line for it, then the
savings from health planning may be limited.

The fullest potential savings from health planning would require a more
controversial step: limiting the supply of health resources to the point at
which patients may have to wait for some period to obtain needed but non-
emergency services. The result is ''queueing,* the delays in surgery or high-
cost diagnostic procedures that are alleged to occur to some extent in Canada
and to a greater extent in the United Kingdom. The degree to which
queueing actually occurs in either country's health system has often been
debated by those who favor or oppose adoption of a similar system here.
Some people say that essential care may be unavailable, while others argue
that resource limits merely oblige providers to set priorities and avoid
unnecessary services.

uAmerican Hospital Association. Hospital Statistics, 1978 and 1988
editions.
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Whatever the extent to which resources have been limited elsewhere,
rationing of supply in the United States might raise concerns that are not
as significant in countries where the entire population participates in a single
insurance program. In those countries, everyone is in the same queue, and
one's place in line is chiefly determined by the urgency or duration of one's
need. (There are exceptions: one can step out of line in the United Kingdom
by finding a private provider, and there are anecdotal accounts that some
Canadians with sufficient resources may seek cars in the United States.)
When queueing has occurred in the United States, however, places in line
may have been determined by financial resources.

The facilities in New York reporting the greatest overcrowding have been
those serving the poor and the uninsured. Similar effects may have resulted
from health planning's major success, the control of nursing home bed supply.
Because Medicaid payment is generally less than that available from private
patients, nursing homes in areas with limited bed supply and high occupancy
rates have an incentive to accept a private-pay patient when a vacancy occurs,
while Medicaid beneficiaries may be unable to find a place. In 28 States,
Medicaid administrators report that beneficiaries awaiting hospital discharge
had difficulty finding a nursing home bed.24 While supply constraints are not
the only factors limiting access to care for low-income Americans, they may
exacerbate existing problems. The acceptability of health planning as a cost
control strategy may, then, depend in part on the extent to which supply
limitations are accompanied by efforts to make distribution of limited
resources more equitable.

One other issue should be raised in the context of a discussion of health
resources: the debate over the possible oversupply of physicians and the
potential consequences of physician supply on health care costa. In 1980, the
Graduate Medical Education National Advisory Committee (GMENAC)
reported that the United States would have a surplus of 150,000 physicians
by the year 2000.28 The extent of the potential surplus has since been the
subject of continuing debate. There are questions about the extent to which
technology and the aging of the population could increase demand, or the
adoption of utilization controls or managed care could decrease it. The

uFor a fuller discussion of this problem, see U.S. Library of Congress.
Congressional Research Service. Medicaid Source Book: Background Data
and Analysis. Report prepared for the House Committee on Energy and
Commerce. Washington, Nov. 1988. (Committee print 100-AA) p. 467-83.
(Hereafter cited as Congressional Research Service, Medicaid Source Book.)

'Graduate Medical Education National Advisory Committee. Report to
the Secretary, U.S. Department of Health and Human Services. Washington,
1980.
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number of medical school admissions could decline, or physicians might spend
more of their time on administrative activities and less on patient care?'

Even less clear than the extent of the future surplus is its possible effect
on medical costs. Observations that per capita use of physician services
increases in geographic areas with a high ratio of physicians to population
have led to the hypothesis of "physician-induced demand. Just as excess
hospital bed capacity may generate more hoopital stays, this theory holds that
a surplus of physicians all attempting to maintain their incomes would lead
in the absence of any controlsto excess delivery of services. Repeated
efforts to demonstrate this have been inconclusive.' It is not clear that
physicians actually modify their medical practice in order to maintain a
target income." Still, if the projected surplus does in fact appear, there

might be greater pressures on physicians to increase the number of services
they furnish to each patient. Some people believe that it may eventually be
necessary to consider reducing the supply of physicians (or curtailing their
working hours).

This has actually been attempted in one Canadian province, British
Columbia. A physician who wants to participate in the health program that
covers all citizens of the province must have a billing account, and since 1985
the number of accounts has been limited (limits vary by specialty and
geographic area). A physician who fails to obtain a billing number cannot
earn a living as a physician. Critics of the system contend, however, that
British Columbia is merely exporting its physician surplus to other provinces
or to the United States.' Given the political problems health planners in the
United States have experienced in trying to close hospitals, it seems unlikely
that British Columbia's efforts could be reproduced here, with government
regulators telling new medical school graduates to find some other profession.
However, there are proposals to achieve the same goal through private means.
Some of the more ambitious "managed care agendas discussed in the final

27For contrasting views on these issues, see Schwartz, William B., Frank
A. Sloan, and Daniel N. Mendelson. Why There Will Be Little or No
Physician Surplus between Now and the Year WOO. New England Journal
of Medicine, v. 318, no. 14, Apr. 7, 1988. p. 892-897; Schloss, Ernest P.
Beyond GMENACAnother Physician Shortage from 2010 to 2030? New
England Journal of Medicine, v. 318, no. 14, Apr. 7, 1988. p. 920-922.

'See Rossiter, Louis F., and Gail R. Wilensky. A Reexamination of the
Use of Physician Services: .The Role of Physician-Initiated Demand. Inquiry,
v. 20, no. 2, summer 1983. p. 162-72; Langwell, Kathryn M., and Lyle M.
Nelson. Physician Payment Systems: A Review of History, Alternatives and
Evidence. Medical Care Review, v. 43, no. 1, spring 1986. P. 5-58.

'Barer, Morris L. Regulating Physician Supply: The Evolution of
British Columbia's Bill 41. Journal of Health Politics, Policy, and Law. v. 13,
no. 1, spring 1988. p. 1-25.
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section of this report contemplate enrollment of the entire population in
health maintenance organizations (HMO.) or other structured delivery
systems that would match their resources to the needs of the enrolled
population; this approach would potentially reduce employment opportunities
for physicians."

REIMBURSEMENT REFORM

Propoeals for reimbursement reform begin with the premise that
traditional payment systems, under which providers receive their full costs or
charges for whatever services they choose to furnish, encourage inefficiency
and the delivery of unnecessary care.

The simplest type of reform is for payers to set fixed prices for defined
units of service, such as a day of inpatient care or a physician office visit.
However, this approach may not reduce costs if providers are able to modify
the volume or nature of the services they provide to make up for the lost
revenue on individual services. For this resaon, the focus of reimbursement
reform proposals is on developing pricing mechanisms that give providers
incentives to control both volume and unit cost.

This is generally accomplished by redefining the commodity the insurer
is purchasing. Instead of paying for individual units of service, the insurer
makes one payment for an episode of care (as in Medicare's prospective
payment system, PPS), for overall treatment of a patient during a given time
period (capitation), or for treatment of an entire population (as in Canada's
global budgeting system for hospitals). These approaches may be seen as
aligned on an ascending scale depending on the degree of aggregation of the
unit being purchased, with per-case payment at the low end and payment for
an entire patient population at the other. In all cases, however, the aim is
to define in advance the total amount of resources the provider may consume
in furnishing treatment to a patient or group of patients.

Per-case payment and capitation give the provider an incentive to
perform more efficiently in treating individual patients, either reducing the
cost of producing each unit of service or reducing the number of units
furnished to each patient. These approaches may therefore be seen as
alternatives to external utilization controls. Global budgeting defines the
total resources available for treating all patients, and may be seen as an

'°For example, Alain Enthoven has characterized the "buy right" scheme
advanced by Walter McClure as requiring that "good-quality, efficient doctors
prosper while others are induced to retire." Enthoven, Alain C. Managed
Competition in Health Care and the Unfinished Agenda. Health Care
Financing Review, 1986 Annual Supplement. p. 105-119.
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alternative to health planning.31 Reimbursement controls have the same goals
as direct regulation of medical practice and supply, but shift the responsibility
for decision-making from the third-party payer or the government to the
actual providers of care. In order to live within the established rates or
budgets, the providers must be self-regulating; they must make the same sorts
of treatment and resource allocation decisions that would otherwise have been
imposed externally.

As the Medicare program has demonstrated, it is possible for a single
payer with sufficient market power to adopt such reimbursement changes on
its own.32 The effects of this unilateral approach in a pluralistic system are
uncertain. While some providers may be driven to improve their efficiency,
others may instead respond to shortfalls in reimbursement from one payer by
raising charges to other groups, those without the niarket power to dictate
prices. The possibility of "cost-shifting" may mean that savings for one
purchaser are not translated into real reductions in total system expenditures.

In a sufficiently competitive market, the providers' ability to engage in
this *cost-shifting" may be limited. A hospital may face, not only payment
limits under Medicare and Medicaid, but pressure from private insurers or
employer groups to grant price discounts in order to be assured of an
adequate market share. Characteristics other than efficiency may determine
a provider's success in the face of these competing demands. For example, a
suburban non-teaching hospital with few uninsured patients may be at a
relative advantage as compared to a center city teaching facility with a heavy
uncompensated care load. Individual purchasers who reduce their costs by
favoring the suburban hospital may leave the society to find some other
means of subsidizing essential facilities that are handicapped in price
competition.

A system in which multiple payers negotiate individually with providers
may, then, lead either to cost-shifting or to a situation in which price
concerns override other societal goals, such as medical education and charity

'In practice, the Canadian system uses both global budgeting and health
planning. However, some of the rate regulation systems in the United States
have explicitly superseded the health planning system. A facility that has
obtained a certificate of need for expansion may proceed only if the rate
commission approves the necessary increase in capital costs. For a discussion
of the interplay of planning and rate regulation, see Brown, Common Sense
Meets Implementation.

32As the Medicaid experience has shown, adoption of payment restraints
by a payer with too small a market share may reduce acess for the payer's
enrollees. For example, low reimbursement rates are the major reason
physicians decline to participate in the Medicaid program. See Congressional
Research Service, Medicaid Source Book, p. 448-454.
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care. For this reason, some people argue that real efficiencycan be achieved
only if all payers are paying under the same rules.

Uniform ratesetting is common in other industrialized nations, both those
with single-payer health insurance systems (as in Canada) and those where
many different entities provide insurance (as in West Germany). The
experience in the United States is limited to experiments in a few States
beginning in the 1970e. Federal waivers of Medicare and Medicaid rules made
it poesible for those tion payers to participate in the programs on
demonstration basis, while State laws compelled participation by private
insurers and individual payers, resulting in an %II-payee system. Medicaid
law now permit. any State to include Medicaid in such a system, and
Medicare may be included if the State can show that its system controls costs
as effectively as PPS. However, full "all-payee systems continue only in
Maryland and in part of New York State. Several other States operate
'partial-payee systems that include all payers except Medicare.0 These
systems have generally used the price aggregation approaches described above.
That is, they. either establish a rate for total treatment of a case (as under
PPS) or they establish a total budget for a hospital during a year, setting
prices for the hospital in such a way as to achieve a target revenue amount.

It hes been shown that, in 6 States with ratesetting systems, annual
increases in cost per admission were consistently 3 to 4 percentage points
below the national average from 1976 to 1984. During the same period,
however, other States saw a drop in admissions per capita, while admissions
in the ratesetting States were stable. As a result, the difference in growth in
per capita rates of spending was not so striking: per capita costs rose at an
annual rate of 11.5 percent a year in the ratesetting States and 1 3 percent a
year in other States.34 In addition, the ratesetting States had much higher
costs at the outset than most other States. Some observers have questioned
whether ratesetting could have achieved comparable savings in areas where
costs were lower to begin with"

Evidence from other countries with universal ratesetting systems suggests
that greater savings may be possible. In Canada, where the provinces
establish global budgets for each hospital, hospital expenditures per capita

"Maine's system takes hospitals' Medicare revenues into account when
determining what the hospitals may charge other payers, thus achieving
overall budgetary control without direct Medicare participation. This approach
has recently survived a legal challenge by hospitals.

'iSchramm, Carl J., Steven C. Renn, and Brian Biles. New Perspectives
on State Rate-Setting. Health Affairs, v. 5, no. 3, fall 1986. p. 22-33.

'Eby, Charles L., and Donald R. Cohodes. What Do We Know About
Rate-Setting? Journal of Health Politics, Policy, and Law, v. 10, no. 2,
summer 1985. p. 299-327.
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were one-third lower than in the United States in 1985. (Similar systems in
other industrial nations have been less successful)" As admission rates are
not markedly lower, there is considerable uncertainty about the sources of the
difference. Some of the saving may be in administrative costa, simply because
the hospitals do not need to meet the paperwork requirements of multiple
payers. The rest of the difference is often attributed to differences in the
intensity of the services furnished to each patient. Whether these differences
reflect 'underservice" in Canada or "overservice' in the United States is the
subject of continuing debate."

In a sense, the statistical evidence may be beside the point. An all-payer
system could in theory fix its prices at any level, with the potential
consequence of reduced access or quality if the prices are set too low. The
available data may thus be taken as indicating, not the savings that could
hypothetically be achieved, but the savings that were politically feasible in
specific States during a specific period. Continuing pressure by consumers
and providers for the adoption of new medical technologies may limit the
ability of ratesetting systems to restrain expenditure growth over the long
term. Even in Canada, overall medical expenditures outpaced inflation by 2.9
percent a year in the period 1980-87, almost the same as the 3.0 percent
annual rate observed in the United States in the same years.' The ultimate
efficacy of reimbursement controls may depend, in the same way that the
success of health planning depends, on the political will to constrain health
care consumption.

That political will might in turn depend on perceptions of the impact of
reimbursement controls on the quality of care. The effect of Medicare's
prospective payment system, for example, has been argued continuously since
its implementation in 1983. One of the immediate responses of hospitals to
the incentives of the new system was to shorten the average length of stay in
the hospital for each Medicare patient (although average length of stay had
already been dropping for several years). Opponents of the new system have

contended that patients were being discharged "quicker and sicker,"
transferred to their own homes or to nursing homes at a stage in their
recovery when they still required hospital-level care. Because of a lack of
satisfactory measures of medical care outcomes for large populations, evidence

on this issue remains largely anecdotal. Still, the possibility that there has
been a deterioration in quality of care for at least some Medicare patients

"Organisation for Economic Co-Operation and Development. Financing
and Delivering Health Care: A Comparative Analysis of OECD Countries.
Paris, 1987. (OECD Social Policy Studies No. 4.) p. 63.

"For a variety of views on this subject, see the series of articles on
Canada's hospital system in Health Affairs, v. 7, no. 5, winter 1988.

19

"Schieber and Poullier, International Health Care Expenditure Trends:
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since the implementation of PPS cannot be ruled out. The hospitals
themselves argue that current payment levels are insufficient to maintain
adequate quality. At the same time, the Administration and the Prospective
Payment Assessment Commission (the independent commission that reviews
PPS) have argued that hospitals are still not operating at peak efficiency and
that further payment restraint is needed to provide continued incentives forcost reduction.*

This debate illustrates one potential dilemma in the strategy of achieving
savings by relying on the political process to limit the financial resources
available to providers. On the one hand, legislators driven by budgetary
concerns may continue to ratchet down spending limits until they have clear
evidence that quality has been seriously affected. On the other hand,
provider or constituent pressure may lead them to relax those limits before
the providers have done everything possible to improve their efficiency.
Because no one knows the ideal amount to spend on medical care, somepeople say that this process can never achieve equilibrium and that cost
control efforts should instead depend on the process through which other
sectors of the economy achieve *correct" spending levels: the free market.
Proposals for encouraging competition in health care represent the last of thestrategies to be reviewed in this report.

COMPETITION

The idea of reducing health care costs by promoting competition in the
health care marketplace was first advanced in the 1970s. Some analysts,arguing that such initiatives as rate regulation, health planning, and
utilization review had been compromised by political interference, contended
that the free market was better equipped to control costs than Government
was. By the early 1980s, this view had wide currency and had become the
official policy of the Reagan Administration. Since then, there has been acontinuing debate between advocates of competition and those who favored
further regulatory interventions by Government. The debate has been
complicated by a lack of agreement over what "competition" consists of. Whatis the health care market? Who are the purchasers, and what are they
buying?

In a simple market, hospitals and physicians would compete directly forthe individual consumer's dollar. The consumer would pick the best valuesjust as he or she does when buying any other commodity. As was suggested

*U.S. Prospective Payment Assessment Commission. Report andRecommendations to the Secretary, U.S. Department of Health and Human
Services. Washington, U.S. Govt. Print. Oft, Mar. 1989; For a recent review
of hospital cost responses to PPS, see Sheingold, Steven H. The First ThreeYears of PPS: Impact on Medicare Costs. Health Affairs, v. 8, no. 3, fall1989. p. 191-204.
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in the discussion of cost-sharing, it is not clear that consumers are capable of
making such evaluations; moreover, many purchasing decisions are made by
physicians on their patients' behalf, rather than directly by consumers.
Finally, because few people can afford the costa of care for a major illness,
most of the consumer's dollar is spent on health insurance, not on medical
care itself. As was suggested earlier, this is true even when the insurance
plan imposes cost-sharing requirements on enrollees, because most health care
costs are incurred by a relatively small number of high-cost cases. For this
reason, most proponents of competition are really talking about price
competition among insurers, and only indirectly among providers.

If the insurer is--as traditional health insurance plans werea passive
payer for services obtained by policyholders, there is little room for serious
price competition. The only element of cost that the insurer can control is its
own administrative cost. Competition, if any, may turn on such non-price
factors as reputation or the insurer's ability to screen out high-risk
applicants.'

Competition among insurers can result in real cost savings only if the
insurers have some influence on the costs of health care itself. In this model,
insurers compete to offer lower prices by acting aa prudent purchasers,
proxies for the rational consumer. The insurers are selling a new product, no
longer simply insurance, but 'Insured health care." To some extent, this new
insurance market has already arrived. As was suggested earlier, most
insurance plans, both public and private, have adopted some utilization
control measures. Very few insurers are still passive bill-payers.

Once all insurers have adopted these basic cost control measures, further
competition would presumably require more aggressive interventions by

insurers in the health care system. Proponents of competition contemplate a
marketplace in which insurers develop structured delivery systems, with the
highest profits going to those whose networks are most efficient. The
prototype for these systems is the }IMO. More recently, some insurers have
been experimenting with hybrid programs, such as ''point-of-service plans,"
that are less structured and provide somewhat greater flexibility to enrollees.

"Alain Enthoven has summarized the alternatives to price competition:
"(Sielection of preferred risks, market segmentation, product differentiation
that raises the costs of comparing products, discontinuity in coverage, refusal
to insure certain individuals or exclusion of coverage for treatment of
preexisting mediccl conditions, biased information regarding coverage and
quality, and erection of entry barriers (that is, to new competitorsr
Enthoven, Alain C. Managed Competition of Alternative Delivery Systems.
Journal of Health Politics, Policy and Law, v. 13, no. 2, p. 305-321.
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Health Maintenance Organizations

A health maintenance organization (HMO) is a form of health insurer;
like any other insurer, it accepts financial responsibility for a defined set of
health care benefits in return for a fixed monthly per capita premium.
Unlike other insurers, HMOs directly provide or arrange for health care
services, through affiliated physicians, hospitals, and other providers. The
enrollees covered by the HMO agree to obtain all services, except emergency
and out-of-area care, from or with the authorization of the HMO or its
affiliated providers. The HMO has no liability to pay for unauthorized non-
urgent care obtained outside the organization. Ordinarily, the enrollee's point
of entry .into the system is through a single primary care provider, who
functions as a 'gatekeeper; determining when a patient may see a specialist
or be admitted to the hospital. The HMO exerts further administrative
controls on use of services through authorization mechanisms and/or
treatment protocols. HMOs also use a variety of other cost-saving techniques,
such as negotiated discounts with providers and payment mechanisms that
place individual providers at risk for the costs of the services they furnish or
order.

The particular cost-saving techniques adopted by HMOs and other
'managed care plans are not fundamentally different from the regulatory
approaches described in the preceding sections. An HMO imposes external
utilization review on its participating providers and may develop practice
guidelines or protocols. Staff or group practice model HMOs (those that
employ physicians on a full-time basis) impose supply constraints, limiting
available resources to those needed by their membership. Individual practice
associations (IPAs, whose physicians practice in their own offices and see a
mix of HMO and non-HMO patients) use payment methods that create
financial incentives to control utilization, such as capitation or expenditure
targets.

One additional cost-saving approach that was once unique to HMOs is
"gatekeeping." Under a gatekeeping approach, a patient receives all non-
emergency care from, or with the authorization of, a single primary care
provider. The provider thus functions as a "gatekeeper,' preventing the
enrollee from independently accessing specialists or other services and
presumably managing the overall care of the patient. The extent to which
gatekeeping produces savings over and above those provided by the other
cost-saving techniques adopted by HMOs is uncertain. The results of one
experiment, the SAFECO health plan operated by United HealthCare in the
early 1980s, suggest that gatekeeping alone has little effect on overall cost.
While primary care providers reduced the number of referrals to specialists,
they were unable to control the behavior of the specialists once a referral had
occurred. There was no meaningful reduction in hospital admissions, 70
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percent of which were controlled by the specialists." Greater success hal
been reported by some State Medicaid programs, which have established
"primary care cue management" programs for segments of their covered
populations. Gatekeeping reduced such inappropriate behaviors as the use of
emergency rooms for primary care. However, the utilization patterns
addressed by these programs may be characteristic of Medicaid beneficiaries
in the inner city and not of other groups; it is not clear that equivalent
savings could be achieved with a general population. There is some evidence
that most patients' care is already 'managed' by their primary care
physicians, at lesat to the extent that it is managed under formal gatekeeping
arrangements.°

Aside from the uncertain effects of gatekeeping, managed care depends on
the same kinds of interventions in medical care practice, supply, and financing
that might otherwise be attempted on a regulatory basis. The difference is
that, instead of relying on the political process to make decisions about the
allocation of health care resources, managed care privatizes these decisions.
The choice among alternative cost control methodsand the stringency with
which these methods will be applied--will be made by the free market. The
fundamental contention of proponents of the competitive approach is that
the market can impose discipline on the health care system that cannot be
imposed through external regulation.

This contention rests on two key assumptions: first, that buyers will, all
other things being equal, select the most cost-effective plan; second, that
managed care offers greater cost-saving potential than the various regulatory
controls described earlier.

One critical factor has made it difficult to generalize about the efficacy
of HMOs as a cost-saving approach: the problem of "biased selection" in
systems that allow a choice between a conventional health insurance plan and
an HMO. Numerous studies of such "dual choice" employer group plans have
shown that the members of the group choosing the HMO option used fewer
health services before their enrollment than persons who chose an
conventional plan. Similar patterns have been observed in Medicare HMO

'Moore, Stephen, Diane Martin, and William Richardson. Does the
Primary-Care Gatekeeper Control the Costs of Health Care? Lessons from the
SAFECO Experience. New England Journal of Medicine, v. 309, no. 22, Dec.
1, 1983. p. 1400-1404; For the extent to which specialty referrals may
determine overall costs, see Glean, John K., Frank H. Lawler, and Mark S.
Hoerl. Physician Referral. in a Competitive Environment: An Estimate of
the Economic Impact o: Referral. Journal of the American Medical
Association, v. 258, no. 14 :Jet. 9, 1987. p. 1920-9.3.

°Dietrich, A.J., et al. Do Primary Physicians Actually Manage Their
Patients' Fee-for-Service Care? Journal of the American Medical Association,
v. 259, no. 21, June 3, 1988. p. 3145-49.
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enrollment." This does not necessarily mean that HMO enrollees were
healthier. Studies using self-reported condition and similar limited measures
of health status have found no difference between HMO and indemnity
enrollees. It may be, then, that HMO enrollees are simply less prone to seek
health service*, regardless of their condition."

In groups that have no HMO option but do offer a choice between high-
and low-option plans the common *election pattern is for the higher users of
services to choose the more comprehensive plan." In most group health
programs offering a choice between HMOs and conventional plans, the HMO
options offer more comprehensive coverage, with less enrollee cost-sharing,
than even a high-option conventional plan. That higher users of services still
prefer the conventional plan suggests that non-financial aspects of HMOs
affect the decision, such as limited choice of providers, bureaucratic
constraints on treatment, or waiting time for non-urgent care. There is
stronger evidence of biased selection for staff and group model HMOs, the
most restrictive, than for 1PAs, which are less likely to disrupt enrollees'
traditional ways of obtaining medical care.

Possible solutions to the problem of selection bias will be discussed
further below. One immediate consequence, however, is that the differences
between the populations in HMOs and conventional plane have made it
difficult to determine whether HMOs are actually more efficient than other
insurers. Only one major study has corrected adequately for this problem.
In a second component of the RAND Health Insurance Experiment (HEE)
cited earlier, enrollees were randomly assigned to the Group Health
Cooperative of Puget Sound and an equally comprehensive conventional plan;
neither plan required cost-sharing. This arrangement allowed comparisons of
efficiency with identical benefits and pop. lions with comparable health
needs. The results strongly confirmed the cost-saving potential of the HMO.
The HMO enrollees had 40 percent fewer hospital admissions; their use of
ambulatory services was about the same as that of the conventional enrollees.
Overall, costs for the HMO group were estimated to be 28 percent lower than

"For a review of the evidence, see U.S. General Accounting Office.
Medicare: Increase in HMO Reimbursement Would Eliminate Potential
Savings. Report to the Chairman, Subcommittee on Health, House Committee
on Ways and Means. Washington, Nov. 1989. (GAO/HRD-90-381

"He Binger, Fred J. Selection Bias in Health Maintenance Organizations:
Analysis of Recent Evidence. Health Care Financing Review, v. 9, no. 2,
winter 1987. p. 55-63.

"Broyles, Robert W., and Michael D. Rosko. The Demand for Health
Insurance and Health Care: A Review of the Empirical Literature. Medical
Care Review, v. 45, no. 2, fall 1988. p. 291-338.
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for the control group." There were no perceived effects on quality; measures
of health outcomes were generally the same for both groups!'

While the ME findings are persuasive, two factors may limit the general
applicability of the results. First, the study wu conducted in the late 1970s;
the comparison plan was the passive bill-payer prevalent in the insurance
industry in that period, with no utilization control mechanisms. The more
recent adoption by conventional plans of some of the cost-control measures
once associated only with HMOs may mean that the difference in efficiency
between the two types of plan has narrowed.

Second, the HMO used in the Health Insurance Experiment was a highly
structured group-practice plan with many years of operating experience.
Much of the growth in the industry in recent years has involved a different
type of HMO, the individual practice association (IPA), which contracts with
independent physicians who see a mix of HMO enrollees and other kinds of
patients. There is evidence that these more loosely structured HMOs have
not achieved savings comparable to those observed in the HIE." Physicians
may not modify their styles of practice in treating HMO enrollees if those
enrollees constitute only a small share of their practice. In addition, some
people believe that HMOs cannot impose cost-consciousness on practitioners
who have not "signed on" to the concept of more efficient and less resource-
intensive practice. Because so little is still known about the relative efficacy
of different medical practices, external utilization controls may not be able to
override individual physicians' judgment in many cases. The greater success
of the "closed panel" plan, whose physicians treat HMO enrollees exclusively,
has been attributed by some observers to the possibility that these plans
attract physicians who are temperamentally more prone to conservative
medical practice.

Because closed panel plans maintain their own medical facilities, they
require greater start-up funding than IPAs. Federal funds were available to
develop such plans in the 1970s, but new plane must now rely on private

"Manning, Willard G., et al. A Controlled Trial of the Effect of a Prepaid
Group Practice on Use of Services. New England Journal of Medicine, v. 310,
no. 23, June 7, 1984. p. 1505-10.

°Ware, John E., Jr., et al. Comparison of Health Outcomes at a Health
Maintenance Organisation With Those of Fee-for-Service Care. Lancet, May
3, 1986. p. 1017-22. One group, low-income HMO enrollees with existing
health problems, had poorer outcomes, possibly tr.,ause of difficulty dealing
with the HMO's internal bureaucracy.

"For the most recent findings, see Hillman, Alan, Mark Pauly, and Joseph
Kerstein. How Do Financial Incentives Affect Physicians' Clinical Decisions
and the Financial Performance of Health Maintenance Organizations? New
England Journal of Medicine, v. 321, no. 2, July 13, 1989. p. 86-92.
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investment. Investors have favored IPAs, not only because they require less
capital, but also because the wider selection of physicians makes them more
attractive to consumers. This attraction may, however, be purchased at the
price of reduced efficiency.

Finally, while some types of HMOs or similar organizations may be able
to reduce costs relative to conventional plans, it is not clear that they have
so far reduced growth in health care costa. Data from 1961 through 1981
suggest that HMOs may instead achieve a one-time saving, after which costs
rise at the same rate as those for other insurance programs. One explanation
that has been offered is that providers in HMOs are as likely as other
providers to use new medical technologies!' More recent data suggest that
HMO premium increases have continued to resemble thoee of conventional
insurance plans. The average HMO premium increase during 1988 was 17.2
percent, very close to the 19 percent increase for all employer coverage cited
at the beginning of this report."

That HMO cost increase* have paralleled those of other insurers does not
necessarily mean that HMOs have reached the limit of their cost-saving
potential. Because competition among health insurers was relatively limited
until recent years, many HMOs may not have faced the market pressures that
could induce them to achieve greater savings. The next section reviews
proposals to strengthen competition.

Competition and Consumer Choice

The competitive strategy depends on the willingness of consumers to
choose the most cost-effective plans. As was suggested earlier, the consumers
most likely to incur high costs may be least likely to choose the most efficient
option. The problem of biased selection might persist even if conventional
insurance plans were to disappear and consumers were able to choose only
among managed care options. (Some industry analysts believe this will occur
in the near future, chiefly because employers will refuse to offer conventional
plans.) It is posaible that the most costly patients, given a choice among
competing managed care plans, would choose the plan that was least
restrictive and potentially least able to achieve cost savings. The most
efficient plans might continue to enroll the healthiest patients, for whom only
limited savings are possible.

"Newhouse, Joseph P., et al. Are Fee-for-Service Costs Increasing Faster
Than HMO Costa? Medical Care, v. 23, no. 8, Aug. 1985. p. 960-66.

nnterStudy. The Bottom Line: HMO Premiums and Profitability, 1988-
1989. Excelsior, Minn., 1989. Staff and group model HMOs generally had
lower increases, possibly confirming their greater efficiency. However, these
HMOs also tend to be older than IPAs; age of the HMO was also a
determinant of the rate of increase.
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Some people believe that biased selection is largely attributable to the
fact that consumers are economically sheltered from the cost of their choice
of plan, because most of the premium is paid by the employer. Various
schemes have been advanced to make the employee more cost-conscious. For
example, the employer's contribution mieit be tied to the cost of the least
expensive offering, with the employee bearing the full cost of the difference
between that plan and other more expensive optiona.

However, selection bias can occur even when the choice of the more
expensive plan has real financial consequences for the enrollee. Under the
Federal Employees Health Benefits Program (FEHBP), the monthly employee
share of premium costs in 1990 ranges from $20.54 in the leut expensive
high-option HMO to $234.07 in the most costly high-option conventional plan,
a difference of $213.53 per month." Under one possible fixed contribution
scheme, the Federal share of both plans would be set equal to the full cost of
the HMO ($82.16); the employee share would then be zero for the HMO and
$265.29 for the conventional plan. If some Federal employees or annuitants
are already willing to pay 11 times as much as others in order to obtain the
conventional plan, it is not clear that even this change would cause all of
them to shift to the HMO. For at least some subset of enrollees, the
preference for unrestricted coverage is apparently sufficient to override even
strong financial incentives.

One possible solution to the problem of enrollee self-selection is to
abandon multiple choices and oblige all members of a covered group to enter
a single plan, one selected by the employer or other buyer from among
competing plans. Assuming that employers disregarded their own personal
plan preferences and chose the least costly option, this approach would
theoretically lead to competition among plans on the basis of efficiency.
However, both employers and HMOs have been hesitant to enter into
arrangements under which enrollees are unwillingly locked into a highly
restrictive plan. For this reason, there have evolved arrangements even less
restrictive than IPAs, known as open-ended or point-of-service plans.

The predecessor of these plans is the preferred provider organization
(PPO). PPOs negotiate discounted rates with certain providers. Enrollees
are given a financial incentive, in the form of reduced deductible or
coinsurance requirements, to obtain care from providers participating in the
PPO network. However, payment will be made under the plan for services
furnished by any provider. PPOs thus differ from HMOs, which deny
payment altogether for unauthorized non-emergent care provided by providers
outside the HMO network. While some PPOs have adopted managed care
techniques, such as the use of gatekeepers, most of the savings from a PPO

'The conventional plan is national, while HMOs are offered only in
specific locations. The comparison presented here applies only in one area
(Tampa, Florida) and represents the extreme of variation in the FEHBP
system.
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are expected to result from encouraging enrollees to use the participating
providers.

The newer, open-ended plans are hybrids, combining some features of
HMOs and PPOs. Typically, the plan operates a structured health care
system comparable to that of an IPA-model HMO. Enrollees are expected to
access the system through a primary care gatekeeper and obtain services from
other network providers upon referral by the gatekeeper. Like an HMO, the
plan also imposes external utilization controls and negotiates price discounts
with providers. As in a PPO, enrollees are free to use non-network providers
for covered services, but must pay higher cost-sharing amounts if they choose
to do so. Enrollees are also subject to higher cost-sharing if they use
specialists within the network without the authorization of the gatekeeper.

Open-ended plans have been adopted by some employers as the single
plan available to their workers, replacing systems in which the workers had
a choice between conventional and HMO options. Their attraction has been
that they overcome the possible selection bias in dual choice systems by
enrolling all employees in an HMO-like program. At the same time, they can
reduce the employee resistance that would probably greet a proposal for
universal HMO enrollment, because they offer employees the safety valve of
being able to choose non-plan providers.

Officials of some major insurers that have experimented with open-ended
plans in multiple markets report that the plans appear to be reducing the
rate of health care cost increases, relative to the increases for their
conventional offerings in the same markets." Because these plans began
operations only very recently, the data required for an objective evaluation
are not yet available. Even PPOs, which have existed for a decade, have
never been the subject of a controlled study. Some preliminary findings,
however, suggest that the safety valve that makes PPOs attractive is
potentially a serious weakness, one which may carry over to the newer hybrid
plans.

One recent study of a PPO found that enrollees used the PPO's
providers for preventive care and minor illnesses, but went outside the
network about half the time for specialty care, major surgery, and
hospitalization without surgery." One study found a similar pattern among
PPO enrollees who were actually employees of one of the providers in the

"Personal communication with officials of Prudential and CIGNA.

"Wouters, Annemarie, and James Hester. Patient Choice of Providers in
a Preferred Provider Organization. Medical Care, v. 26, no. 3, Mar. 1988.
p. 240-255. The results may not be fully representative, because the PPO
studied was somewhat skewed towards primary care providers.
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PPO network!' While these findings are not definitive, they suggest a
dilemma that may be common to both PPOs and the newer types of managed
care plans. If the price for going out of plan is not punitive, enrollees may
obtain much of their care outside the network; if the price is set high enough
to deter outside utilization, the plan may lose its relative attractiveness.

Both solutions to the biased selection problem, higher premiums for the
non-HMO plan or higher cost-sharing for using non-HMO providers, may
then face the same potential barrier: the highest-risk enrollees, those for
whom the greatest potential savings presumably exist, may be willing to pay
much more out-of-pocket to retain free choice of providers and avoid
bureaucratic restrictions. While the problem might be overcome by making
the cost of unrestricted health care prohibitive, this solution may be
foreclosed by the potential strain on labor relations (or, in the case of public
programs, political resistance).

One other solution that has been proposed is to go to the roots of
consumer resistance to managed care, the concern about quality. Some
analysts argue that, because consumers have little information about the
relative quality of different medical care providers, they must rely on "signal?
of quality sent out by various providers, such as the use of elaborate
technology or aggressive medical treatment styles. If the persons with the
highest expectation of requiring medical services will accept financial sacrifices
to avoid managed care programs, this may be because they cannot evaluate
the care offered by such programs, and wish to remain free to seek out the
providers who more actively signal quality. This preference might be
overcome if consumers had reliable data on the actual quality of the care
furnished by different providers or provider systems such as HMOs.

This view has led to such proposals as the "buy right" plan advanced by
Walter McClure of the Center for Policy Studies in Minnesota. Under this
plan, a community would collect and make available to consumers uniform
data on patient outcomes from all providers. Consumers would then be in a
position to determine whether the higher cost providers were actually
furnishing superior care and could thus make rational purchasing decisions.
The proposal assumes that the community can agree on objective measures of
quality. Past efforts to develop uniform bases of comparison have been
controversial. For example, the annual release by the Health Care Financing
Administration of mortality data for Medicare beneficiaries in hospitals has
been criticized on the grounds that numerous factors other than relative

ehr, Paula, et al. Use of a Preferred Provider by Employees of the
Preferred Provider. Health Services Research, v. 23, no. 4, Oct. 1988. p. 537-
554.

"For an elaboration of this theory, see Robinson, James C. Hospital
Quality Competition and the Economics of Imperfect Information. Milbank
Quarterly, v. 66, no. 3, 1988. p. 465-81.
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proficiency can affect the death rates of hospital patients. Highly specialized
facilities may be treating the most seriously ill patients; facilities serving a
low-income population may find that more of their patients have delayed
medical treatment beyond the point at which they could be helped. Full
implementation of the 'buy right' strategy might have to wait until research
can provide acceptable standardized outcome measures.

Assuming that those measures can be developed, how would competition
then work? Consumers would be fully informed about the relative price and
quality of competing health plans, and would thus be equipped to make
medical care purchasing decisions in the same way that they decide about
other purchases. Proponents of competition argue that the power of the
market would then compel all providers to make steady improvements in both
quality and efficiency. However, if the health care market could be induced
to evolve in the same way as other markets, it is not necessarily the case that
the end product would be a single class of providers uniformly striving to
achieve the same goals. The health care market could instead be segmented
in the way that the markets for other goods and services are; there might be
economy and luxury health plans just as there are economy and luxury
automobiles. Improving the information available to health care consumers
might mean only that buyers would be better able to distinguish between the
two, not that the distinction would cease to exist. Whether Americans are
prepared to accept the same price/quality tradeoffs in buying medical care
that they do in buying other products is an open question.

35'
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Health Care Refornu Managed Competition

gEMMARI

Congress is considering a range of
proposals to control growth in health
spending. One receiving wide attention is
managed competition, under which consum-
ers would choose from among competing
health plans and would be given financial
incentives to select the most coet-effective.
Plans using this approach have been intro-
duced in Congress by the House Conserva-
tive Democratic Forum and by Senator
Bingamsn, and President-elect Clinton has
indicated that managed competition will
play a part in his health reform package.

Proponents of competition contend
that the favorable tax treatment of health
benefits and other factors have encouraged
workers to choose inefficient health plans.
They would change financial incentives to
make consumers more prudent purchasers.
To insure that purchasers could assess the
price and quality of different plans, an
intermediary, the health insurance purchas-
ing cooperative (111PC), would be estab-
lished between the consumer and the com-
peting health plans. By selecting qualified
plans, standardizing benefits, and providing
quality information, the HIPC would 'man-
age the market. In most propoaals, 111PC
participation would be required for all
purchasers in an area or for defined sub-
groups (such as small employers and/or
individuals buying coverage on their own).
Several different insurers would arrange
with the HTPC to offer health benefit plans.
Each individual or family participating in
the HIPC would select from among the
different plans offered. In order to facili-
tate consumer choice, the HIPC would
collect and disseminate information on the
quality and costs of the participating plans.

01.01143

Through tax system changes, families
would be given an incentive to choose the
least costly plan offered through the HIPC
and meeting specified benefit and quality
standards. The expectation is that many
people will opt for "managed care plans,
such as health maintenance organizations,
which arrange for covered services through
affiliated provider networks and seek to
provide care with maximum efficiency.

Perhaps the key issue in evaluating
managed competition is its ability to
achieve savings. There is evidence that
tightly structured HMOs can cut costs over
the short term, although they do not ap-
pear to reduce long-term spending growth.
Competition proponents say that market
pressure will produce greater savings.
However, it is not certain that most con-
sumers would select highly restrictive HMO
plans (nor would such plans be available
immediately in many areas). Some propos-
als would have a regulatory back-up avail-
able (such as limits on premium increases)
if competition failed to achieve savings.

Some people raise concern, that com-
petitive pressure could lead plans to deny
necessary services, or that lower-income
people could be forced into a basic plan,
while others could buy coverage offering
higher quality care. Finally, limits on tax
benefits are central to the concept of giving
consumers incentives to be prudent pur-
chasers. For workers now receiving more
costly health benefits, however, these limits
would mean a tax increase or a reduction in
benefits. Debate over this component is
likely to be a mejor issue in consideration
of the competitive approach.

Reprinted from Health Care Reform: Managed Competition; Issue Brief, by
Mark Merlis. Washington, Congressional Research Service, Updated Regularly.
13 p.

Congressional Research Service The Library of Congress
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Most Recent Developments

Preliminarj versions af Preisident,elect Clinton's health care reforni plan
would iuilude maragediompetition approach, along with some form of spending

BACKGROUND AND ANALYSIS

Congress I. considering a wide range of proposals to control the growth in health
care spending. Many focus on particular factors thought to contribute to rising costs;
for example, there are numerous plans for administrative simplification or for reforming
the malpractice liability system. Other proposals, however, call for a more fundamental
restructuring of the way medical care is paid for. One option now receiving
considerable attention is managed competition, under which consumers would choose
from among a variety of competing health plans and would be given financial incentives
to select the most cost-effective.

President-elect Clinton has indicated that managed competition will play a part
in his health care reform proposal; the Bush Administration's proposal also included
elements of this approach. A number of bills incorporating the concept were introduced
in the 102nd Congress, including H.R. 5936 (Cooper)/S. 3299 (Boren), the House
Conservative Democratic Forum proposal, and S. 3300 (Bingaman). Widely discussed
managed competition proposals have also been advanced by a private ad-hoc
organization known as the Jackson Hole Group and by California Insurance
Commissioner John Garamendi.

The managed competition option is commonly discussed in the context of proposals
to provide or assure access to universal health coverage. Managed competition schemes
have been incorporated in bills providing for universal public coverage, for mandated
employer coverage, or for individual purchase of private insurance with public subsidies.
Thus, there is no necessary connection between the selection of this cost containment
approach and the preferred approach to guaranteeing access. It is important, then, to
distinguish between the access/financing component of a proposal how people will get
basic coverage and how the coverage will be paid for and the cost containment
component. This brief will focus chiefly on managed competition as it might be
implemented in the current health system, with its mix of public coverage and private
coverage paid for by employers and individuals. The summaries of specific proposals
will describe how managed competition has been combined with different
access/financing approaches.

Evolution of the Concept

Managed competition proposals begin with the premise that the market for health
services is not truly competitive and that strengthening market competition would lead
to greater efficiency and quality. Because most services are covered by insurance,
consumers have no reason to consider the costs or efficacy of the care they obtain. In
addition, consumers are largely sheltered from the costa of insurance itself. Most people
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are covered through employment, and the employer's contribution to hlalth benefit
plans is excluded from workers' income for tax purposes.

Some economists have long argued that the key to controlling health care costs is
to limit or eliminate the favorable tax treatment of health benefits, thus encourating
workers to choose less costly insurance. In the classic view, represented by such
proposals as the Heritage Foundation plan, consumers would shift to plans with higher
deductible and coinsurance payments. As they began to pay more of their medical bills
directly, theymould become more prudent purchasers of services, avoiding overpriced
or ineffective care. (For a description of the Heritage Foundation plan and other tax-
based propooals, see Health Care Refonn: Tax System Approaches, CRS Iseue Brief
93002.) One objection to this approach has always been that consumers were not
actually in a position to act as prudent purchssers. They cannot evaluate whether a
given lab test or operation is appropriate and so defer to the judgment of their
physician. For many patients, greater cost-sharing might merely shift costs from the
insurer to the consumer without reducing overall vending. In addition, most medical
care is consumed by a small number of individuals with catastrophic costs. Assuming
that any insurance plan would still have mome limit on individuals' out-of-pocket
spending, increased front-end deductible and coinsurance costs might have no effect on
this spending.

Early competition proposals, in the 1970s, sought to address these problems by
shifting the focus from greater consumer cost-sharing to greater incentives for efficiency
on the part of insurance plans. Workers would still be encouraged to buy less costly
coverage by reducing tax-favored employer payments. But the least costly coverage
would be the plan that managed care most effectively, not the plan with the highest
cost-sharing. The prototype for this approach was the health maintenance organization
(HMO).

An HMO is a form of health insurer. Like other insurers, it accepts financial
responsibility for a defined set of health care benefits in return for a fixed monthly per
capita premium paid by or on behalf of each enrolled member. Unlike other insurers,
liMOs directly provide or arrange for health care services, through affiliated physicians,
hospitals, and other providers, instead of simply paying bills. The enrollees covered by
the HMO agree to obtain all services, except emergency and out-of-area care, from or
with the authorization of the HMO or its affiliated providers. An HMO attempts to
reduce costa by managing enrollees' use of services. It may reduce unnecessary
hospitalizations, diagnostic tests, or specialty referrals, either through programs to
review the use of services or by giving participating physicians a financial stake in the
cost of the services they order. It may also select low-cost providers of services or
negotiate diacounted rates from providers.

Federal start-up assistance for HMOs in the 1970s, along with the belief of many
employers that HMOs could reduce their health benefit costs, led to rapid growth in the
industry. In 1970, there were 26 HMOs or comparable prepaid plans in the United
States, with a total enrollment of 2.9 million. By 1990, according to the Group Health
Association of America (GHAA), there were 569 HMOs reporting a total enrollment of
36.5 million.

Beginning in the early 1980s, other types of "managed care" plans have developed.
These include preferred provider organizationi (PPOs) and 'open-ended" or ''point-of-
service HMOs. As in traditional HMOs, these arrangements provide covered services
through provider networks. Enrollees are given financial incentives to use services
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within the plan's provider network, but still receive some coverage even if they decide
to obtain care from outside providers. These arrangements may be more attractive to
consumers who wish to retain some freedom of choice of providers, and they have
grown even faster than HMOs in recent years. According to the Health Insurance
Arsociation of America (HIAA), PPOs and point-of-service plans accounted for 18% of
enrollees in employer group health plans in 1990, compared to 20% in HMOs. Most
indemnity or 'fee-for-service' plans, which allow unlimited choice of providers, have also
adopted at least some techniques associated with managed care, such as pre-admission
approval of elective hospital stays. Only 5% of employees in 1990 were still in plans
with no utilization management. (Although soms insurers speak of conventional plans
with some utilization management as "managed care,' the phrase is more commonly
limited to plans with some form of affiliated provider network.)

The dramatic increase in the use of managed care has not been accompanied by
any apparent slowdown in the growth of national health spending. Managed
competition advocates contend that this problem reflects the continuing ineffectiveness
of the market. Because the tax law still favors more costly coverage, consumers have
a limited incentive to choose a more efficient plan. The confusing variety of available
benefit packages makes price comparison difficult, and consumers lack reliable
information on the quality of different plans. In addition, many insurers may compete,
not on the basis of efficiency, but on the basis of their ability to screen out high-risk
applicants and enroll low-cost patients.

Another key problem has been 'biased selection." Many persons are resistant to
the restrictions inherent in HMOs; they want to choose their own doctor. As a result,
younger and healthier people may tend to choose HMOs, while the older and sicker
ones stay with conventional indemnity coverage and continue to incur high costs. This
means, not only that costly patients fail to receive managed care, but also that HMOs
may be under less pressure to operate efficiently than they would be if they served a
fully representative population.

The current managed competition proposals seek to address many of the structural
problems of the market by introducing an intermediary, often termed a health
insurance purchasing corporation (HIPC), between the consumer and the
competing health plane. By selecting qualified plans, standardizing benefits, and
providing quality information, the HIPC would manage the market, ensuring consumers
a real choice among plans competing on the basis of quality and efficiency. (Note that
the phrase 'managed competition' refers to this feature of the proposals, managing or
regulating the market, rather than to the use of 'managed care" plans.)

Despite this refinement in competition proposals, the basic mechanism for
promoting competition is unchanged: consumers would be required (through tax system
changes or other means) to bear the entire cost of choosing any but the least costly
health plan meeting minimum standards. From the perspective of many workers, this
means taking a benefit they now perceive as free access to employer-paid indemnity
coverage -- and charging them for it. Debate over this key component is likely to be a
major issue in congressional consideration of the competitive approach.

Basic Model

Purchasers of health insurance coverage, whether employers or individuals, would
join together in a WC. The HIPC could be organized by the purchasers themselves
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in a voluntary association. However, mott proposals would require HIPC participation
for all purchasers in the HIPC's geographic area or for defined subgroups (suchas small
employers and/or individuals buying coverage on their own). Several different entities
(insurers or insurer/provider networks) would arrange with the HIPC to offer health
benefit plans to HIM participants. The HIPC might enter into agreements with any
insurer that met minimum quality and fmancial standards, or it might be given the
power to limit the number of participating insurers.

The HIPC (or a State or national board) would defme a basic plan, the minimum
scope of benefits that must be provided by all participating innirers. Insurers might
be allowed to offer plans with benefits beyond the minimum, such as prescription drug
coverage or a reduced deductible. Or they might all be required to offer the same plan,
with plans differing only in coverage of non-essential 'amenities; such as payment for
a private room in a hospital. Plans would then differ chiefly in their arrangements
with providers. Some would be HMOs, others would be PPOs or other less restrictive
managed care plans, and there might still be an indemnity option allowing unrestricted
choice of providers.

Each individual or family participating in the IHPC would select fromamong the
different plans offered. This individual selection would occur even if the consumer was
part of an employer group and the employer paid for coverage; the individual, not the
employer, would chooee the plan. If the individual changed jobs, moving from one
employer to another in the aame HIPC, the individual could remain enrolled in the
same plan. An individual could change plane at given intervals, such as once a year.

Each plan would agree to accept every individual who selected it; no one could be
excluded on medical or other grounds, nor could rates vary on the basis of health status
or similar characteristics. Individuals would enroll in their selected plan through the
HIPC; in most proposals, a plan could not market directly to individuals. (This feature
is intended to prevent plans from screening out high-risk applicants and to reduce
administrative coats.) In order to facilitate consumer choice among plans, the HIPC
would collect and dimeminate comparative information on the quality and costs of the
participating plans. Ability to furnish this data would be a key factor in a plan's
eligibility for HIPC participation.

Most proposals also attempt to address the problem of biased selection through
some form of risk adjustment. The HIPC would reduce premium payments for plans
found to have lower-risk populations and increase payments for plans withhigher-risk
enrollees. The mechanisms for doing so are discusred below.

Through bidding or some other process, the HIPC would establish the lowest
premium rate offered by any participating insurer for a plan providing at least the
minimum required benefits. This would then become the base price for HIPC coverage.
Employers would be discouraged (through changes in the tax code) or forbidden to
contribute more than this amount towards employees' coverage. If individuals were
eligble for some form of public subsidy, whether direct or in the form of tax credits or
deductions, the maximum subsidy would be set equal to the base price. Any consumer
could join the least costly plan for the base price. If the consumer wished to join a
more expensive plan, he or she would pay the entire difference between that plan's
premium and the base price, without any employer or public assistance. All consumers
would thus be given financial incentive to select a less costly plan. Those with very
low incomes might have no choice but to enroll in the minimum plan, although some
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proposals include mechanisms that would distribute low-income enrollees among several
plans.

Implementation Issues and Options

Actual implementation of the managed competition concept raises numerous
issues. The following is a summary of a few of them and is not meant to be exhaustive.

HIPC. The Bush Administration proposal and some others have called for
voluntary HIPC formation, for example by organizations of small businesses. There
might be multiple WPCs in a single area, and any purchaser could decide whether to
buy coverage through HII C or deal with an insurer directly. At least three concerns
have been raised about this approach. First, there might be many small HMCo, none
of which had sufficient bargaining power to get the best prices from competing insurers.
Second, no one would enter a HIPC who could obtain a better price outside the HIPC;
HIPCs might attract only high-risk groups or individuals. Third, and in consequence,
HIPCs would face the same pressures insurers do now, to screen out high risk
applicants and keep their prices low. (The best-known prototype voluntary H1PC,
Cleveland's Council of Small Enterprises (COSE), excludes some high risk groups.)

Thus many proposals instead call for a single Bin in a geographic area, such as
part of a State. (Determining the size of the area requires balancing the need for
reasonably uniform costs against the need for a large enough HIPC to operate
effectively.) HIPC participation by at least some classes of purchasers would be
mandatory. For example, businesses up to a certain size might be required to purchase
coverage through the area HIPC, while larger employers could buy coverage outside it
or self insure (pay employees' claims directly instead of paying premiums to a insurer).
Some argue that larger firms have the resources to do their own plan evaluation and
bargaining without the HIPC. In addition, firms operating in multiple HIPC areas
would prefer to offer uniform benefits rather than deal through multiple HIPCs. There
is a question whether firms not required to join the HIPC could be allowed do so
voluntarily. Some would exclude them on the grounds that only firms with above-
average coats would do so, thus driving up HIPC premiums and, in effect, compelling
small firms to subsidize high risk larger firms.

Accountable health plans. HIPC participation would be limited to what are
frequently termed accountable health plans (AHPs), those that meet certain minimum
standards. Some proposals would have a Federal board develop the standards and
certify eligible plans, while others would leave this function te the H1PC. ABPs would
have to demonstrate solvency arid comply with standards for non-discrimination in
enrollment and rating. At least at the outset, AHPs would not have to be HMOs or
other managed care plans, although managed competition proponents assume that these
types of plans are most likely to survive the preuures of the market. Instead, AlIPs
would have to furnish information, specified by the Federal board or the HIPC, relating
to use and costs of services and outcomes of medical care. This information is central
to the HIPC's function of furnishing comparative cost/quality data to consumers. The
nature of this information has not been fully specified, and it is not clear that many
plans (whether HMO or indemnity) could currently furnish the detailed data
contemplated. Proponents of managed competition expect that data standards would
become more stringent over time; ultimately smaller insurers would be unable to meet
them, leading to greater industry concentration.
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A key issue is whether the HIPC must accept any plan meeting AHP standards,
or whether it may exercise discretion and select a limited number of plans. Arguments
for a limited number of plans include the potential for economies of scale, easier
comparisons for consumers, and perhaps allowing the HIPC to deal with quality issues
and other emerging problems more rapidly and informally than would be possible in a
system with more plans and a stricter regulatory structure. However, proposals that
mandate HIPC participation by some or all employers and perhaps by Medicaid
beneficiaries and individual purchasers could mean that no insurer could operate in
an area if it was not selected by the HIPC. Some people estimate that as many as 3,000
separate entities now sell health insurance in the U.S. There is likely to be
considerable resistance to giving HIPCs discretionary powers to put all but five or six
of these out of business. Instead HIPCs might be required to operate in a formal, quasi-
governmental fashion, with market concentration occurring gradually as
competitive preuures grew tighter.

Defining benefits. Managed competition requires both the definition of a basic
benefit package and a decision about what sorts of benefits may be offered over and
above the basic package.

Defining this package is an important issue, since the package would constitute
not only the minimum available for all participants but also the maximum for which
employer contributions or public subsidies would be provided. A basic plan that would
be affordable for individuals or small employers could represent a significant reduction
in benefits for employees of larger firms with generous benefit plans. On the other
hand, the scope of the basic plan would also determine the amount of new Federal
revenues available from limiting the tax exclusion for employer benefits; a package less
generous than current employee benefits would raise more money.

In most proposals, the basic package would also constitute the 'free" plan for
current Medicaid beneficiaries and new low-income populations receiving assistance in
buying coverage. Too restrictive a basic package could deprive the poor of access to
needed services; some proposals would include free supplemental benefits for persons
below a given income threshold.

Whatever the basic plan consists of, there is also the issue of what may be offered
over and above the basic plan (with any additional expenses to be borne by the
consumer). As noted earlier, some propoeals would require an AHP to sell the basic
plan and nothing else, on the grounds that benefit variations make price comparison
difficult, and that some benefit packages could be designed by insurers to attract low-
risk enrollees and deter high-risk ones. Under these propcsals, variation among plans
would be limited to "amenities. This term is ill-defined; amenities could conceivably
include, not just personal comfort items, but also greater access to medical technology,
shorter waiting times for services, and higher quality care. The result could be the
evolution of different levels of access and quality for different income groups. This
issue is considered further below.

Finally, there is the question of whether individuals purchasing basic coverage
through the HIPC could separately purchase supplemental coverage, for example to
meet deductible and coinsurance requirements under the basic plan. While the
competitive approach would not necessarily rule out individuals' buying additional
coverage with their own after-tax dollars, persons with supplemental coverage might
use more services under the basic plan than persons without this coverage (because
they would not have the deterrent of cost-sharing). Price comparisons among basic
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plans might be distorted if some plans' enrollees were obtaining care financed through
supplemental coverage.

Risk adjustment. A. noted earlier, most proposals call for some form of risk
adjustment to correct for biased selection, including both self-selection (preference of
high-risk patients for certain plans) and "skimming' (deliberate measures by plans to
attract low-risk enrollees). The HIPC would collect premiums due to each plan
(including employer, public, and/or individual contributions) and would then adjust the
amount to reflect the actual level of risk represented by each plan's population. This
is meant to ensure that plans compete on the basis of efficiency, rather than on their
ability to attract low-coet enrollees.

Risk adjurtment requires measures that can reliably predict the relative need for
health services of the membership of different plans on the basis of readily collectible
information about member characteristics. The simplest meseures are demographic
characterietics such as age and sex. There have also been experiments with the use of
other kinds of data, including a review of past diagnoses or services received and
queetionnaires on self-perceived health etatus. At an individual level, age and sex have
been found to predict only 1-4% of differences inlealth utilization. Systems using
diagnosis or service data do only somewhat better, predicting up to 8% of utilization;
however, moet have been teeted on Medicare populations and might not function as well
for younger populations with less chronic illness. Some proponents of managed
competition contend that, if HIPC areas are large enough and there are only a few
AliPs in each HIPC, plan populations may be large enough that even relatively crude
measures (such as age, sex, and a brief health questionnaire) would permit adequate
plan comparison.

Plan capacity. A central concept of managed competition is that every individual
in the HIPC can choose the most efficient plan for the base price or can pay more for
a less efficient plan. However, the plans that are hypothetically most efficient staff
and group model HMOs also have a limited short-term capacity to accept new
members, because they must develop new facilities and hire additional personnel when
their enrollment grows. This could mean that many HIPC participants would not in
fact have the option of joining the lowest cost plan. If, for example, the District of
Columbia Medicaid program bought coverage through the local HIPC and the low-
bidding plan was one of the group model HMOs, there might be 100,000 beneficiaries
seeking to join an HMO that could accept only 5,000 or 10,000, because all other
options would require out-of-pocket payment. This is an extreme case, but it is possible
that there will be always be areas in which the lowest cost plan cannot accept everyone
who wishes to join it. Participants might then be allowed to join the next least costly
plan without additional out-of-pocket costs (snd so on until there were enough base
price slots for everyone who wanted one). However, this solution would weaken price
competition and could limit potential savings until capacity problems could be solved.

Imperfect competition. Many parts of the country still have no HMOs or other
network plans, and there are areas in which development of competing provider
networks may not be feasible (for example, rural town with a single physician). Some
proposals define these "areas of imperfect competition," thooe that may be temporarily
or permanently unable to eupport true competition among plans and whose populations
are likely to continue in traditional indemnity coverage. Over time, there might be
relatively few euch areas. As of 1989, however, there were still 12 States in which
fewer than 5% of the insured population was in HMOs. Pending development of
competing plans, some proposals would use other cost controls in them area., such as
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price or premium regulation. This solution, however, moves from a competitive to a
regulatory approach, and raises the problem of deciding just when an area has sufficient
competition to shift back from the regulatory to the market approach to cost control.

Income tiering. Managed competition proponents argue that the power of the
market would compel all plans to make steady improvements in both quality and
efficiency. However, if the health care market could be induced to evolve in the same
way as other markets, it is not necessarily the case that the end product would be a
single clam* of plans uniformly striving to achieve the same goals. The health care
market might inirtead be segmented in the way that the markets for other goods and
services are: there might be economy and luxury health plans, with different levels of
access and quality, just as there are economy and luxury automobiles. Access to care
varies by income level in the current system; so long as everyone was assured basic
coverage of adequate quality, it might not be a concern that access disparities would
continue in a competitive system. However, some proposals do seek to reduce the
possibility that there might develop low-income and high-income health plans.

One proposal for limiting tiering is to require that every plan accept a specified
number of low-income persons at the base rate; this would require some system for
deciding who would be allowed into the higher-priced plan and who would be required
to accept the free plan. An alternative, included in the Garamendi plan, is to place a
dollar or percentage limit on the amount by which any plan's premium could exceed the
base rate. This would limit the range of quality differences among plans.

Major Proposals

Jackson Hole Group. The Jackson Hole Group is an informal group of health
policy experts and other interested parties led by Paul Ellwood, Alain Enthoven, and
Lynn Etheredge; the group's health reform proposal was first issued in 1991. Under
the general oversight of a National Health Board, each State would designate one or
more HIPCs that would contract with Accountable Health Partnerships (AHPs). AIIPs
would be provider or provider-insurer networks that were approved by the national
board and that (a) weed to provide a uniform benefit package approved by the board
to all firms or individuals and (b) provided outcome data specified by the board to allow
comparison of quality among AHPs.

All employers would be required to contribute to the cost of health benefits for
full-time employees and pay a payroll tax on behalf of part-time employees. Firms with
fewer than 100 employees would obtain coverage through the HIPC; larger firms could
deal with AHPs on their own. The current exclusion of health benefits from employees'
income would not apply to non-AHP plans or to any employer contributions in excess
of the lowest price offered by an AHP through the area HIPC for the standard benefit
package. Employees wishing a more coatly plan would pay the difference themselves.
Part-time workers and others not obtaining coverage through their employer would
obtain coverage through the IEEPC. The State would pay the premium for the lowest-
cost plan on behalf of Medicaid beneficiaries and would subsidize all or part of the
premiums for other low-income persons. Eventually Medicare would also purchase
coverage through H1PCs.

Conservative Democratic Forum (CDF). The CDF plan, introduced in the
102nd Congress as H.R. 5936 (Cooper), is conceptually similar to the Jackson Hole
proposal, but differs in several key details. Employers would not be required to furnish
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health coverage. Small employers (those with up to 1,000, or at State option up to
10,000 employees) who chooe to offer coverage would have to purchame through the
WPC. Employer contribution/. in excess of the lowest AHP price would not become
taxable income to the employs., but the employer would be aubject to 34% excise tax
on excess contributions or ah,r contributions to a non-AHP plan. (Self-insured plans
could continue to operate if tt.ey met AHP standards.) Basic plan costs would be fully
deductible for individuals. Medicaid would be phased out, with the acute care
component replaced by Federal premium and cost-sharing subsidies for low-income
persons covered through HIPCs; States would be reaponsible for long-term care.
Financing for low-income sc,beidies would include the excise tax on excess contributions
and elimination of the usirrent ceiling on wages subject to the Medicare payroll tax.

Senator Bingaman. Senator Bingaman introduced three managed competition
bills in the 102nd Congress: S. 2675, S. 3165, and S. 3300. The last of these is the most
comprehensive. It would create an HIPC/AHP structure comparable to that in the
Jackson Hole and CDF proposals. All US. residents would be eligible for coverage
through State-established HIPC programs. Federal contributiona to the State programs
would cover an average of 75% of the cost of coverage, with the remainder financed
through individual premiums (subsidized for low-income persons) and optional employer
contributions. The Federal grants would be.subject to budget limits based on projected
national average per capita costs for AHP coverage; States not able to provide coverage
within the limits would have to supply additional resources. No employer could offer
a plan outside the IilPC; current self-insured plans could be offered through the HIPC
but apparently could not be restricted to the employer's own workers.

Garamendl plan. In February 1992, California Insurance Commissioner John
Garamendi proposed a universal coverage plan to be implemented at the State level.
The California legislature approved legislation to plan for implementation of the
proposal; this leeslation was vetoed by Governor Wilson. Under the Garamencli plan,
the State would establish one HIPC for each geographic area; virtually all persons in
the State would obtain uniform coverage through the HIPC. Medicaid and perhaps
Medicare would be incorporated in the system if Federal waivers could be secured. The
State would pay the premium for the lowest-priced plan on behalf of all residents, with
the costs to be funded through employer and employee payroll taxes. The State
contribution could not exceed per capita revenues from the payroll tax; this would in
effect cap the premium for the low-price plan. Individuals choosing a higher-priced plan
would pay the excess premium themselves. However, there would be at least two health
plans available for no additional premium, and there would be a limit on the amount
by which any plan's premium could exceed the base price. (One novel feature of the
plan, not directly related to managed competition, is "24-hour coverage.' Health
payments by aources other than health insurance, such as workers' compensation or
automobile insurance, would be folded into the health plan.)

Fee-for-service default proposals. Some proposals would extend coverage to
all US. residents through a universal public program (whether Federal or State), but
would give enrollees the option of selecting a managed care alternative. These include
H.R. 5514 (Dingell/Waxman) and S. 1446 (Kerrey) in the 102nd Congress. Coverage in
the standard fee-for-service plan would be free; managed care plans would also be free,
but could offer more extensive benefits or reduced cost-sharing. This way of
incorporating managed care is more or less the inverse of competitive proposals, in
which benefits do not vary among plans and enrollees must pay extra for a fee-for-
service plan.
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Potential Savings

Overall savings. Managed competition in the sense of a regulated market with
strong consumer incentives to choose cost-effective plans and adequate information for
evaluating those options has never been tried. Most large employers have offered two
or more choices of health plans for many years, and some (like the Federal Employees
Health Benefits Program, FEHBP) have offered a wide menu of fee-for-service, HMO,
and other managed care plans, with significant differences in required employee cost
sharing depending on choice of plan. However, few of these multiple choice systems
meet all the criteria specified by managed competition advocates as necessary for
program success. Employer contributions are not necessarily fixed at the con of the
lowest-priced plan, benefits under different choices are not uniform, reliable quality
information is not made available to enrollees, and no corrections are made for biased
selection. Medicare and many State Medicaid programs have also offered choices
between traditional coverage and HMO enrollment; however, beneficiaries have had
little or no financial incentive to accept the restrictions of ITMO coverage. (Some States
have mandated Medicaid HMO enrollment for some beneficiaries, instead of using the
competitive approach.)

In short, there is little experience to indicate whether the market restructuring
proposed by supporters of managed competition would in fact induce most consumers
voluntarily to select HMOs or other hypothetically more cost-effective health plans, or
whether many would pay larger premiums to retain freedom of choice of providers.
Assuming, however, that consumers would in fact select some form of managed care
plan, would these choices result in overall cost savings? Evidence on the efficacy of
HMOs and other managed care plans has been reviewed at length elsewhere, most
recently by the Congressional Budget Office (CBO) (see For Additional Reading). The
following is a brief summary of what is known.

Staff and group model HMOs those that employ or contract with physicians
who exclusively treat HMO enrollees in BMO-operated facilities have been
shown in the past to achieve savings of up to 25% relative to completely
uncontrolled indemnity plane. As noted earlier, most indemnity plans now
use at least pre-adraission review of inpatient stays. For this and other
reasons, CBO estimates that staff and group model HMOs might now save
15% compared to indemnity plans. Individual practice associations (IPAs),
which contract with physicians who treat both HMO and non-HMO enrollees
in their own offices, achieve much smaller savings.

Newer forms of managed care plans, including PPOs and point-of-service
plans, have not been systematically evaluated. Some insurers and employers
have reported savings from these plans. Their savings potential may vary,
depending on whether they rely solely on negotiated provider discounts to
reduce costa or also engage in active management of care. Discount
arrangements can produce savings for a particular purchaser; however, if the
providers make up for the discounts by raising charges to other purchasers,
there may be no system-wide savings. Plans that also include utilization
review or similar measures may have a greater net effect.

HMOs appear to achieve a one-time savings, relative to fee-for-service plans,
but may not reduce long-term growth in health care costs. For example, over
the period 1970 to 1990 per member revenues of the Kaiser Foundation
Health Plans, the largest and one of the best-established HMOs, rose at an
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annual rate of 11.5%. National per capita spending for services equivalent to
thoee offered by Raiser rose at an annual rate of 10.6%.

Some people say that the apparent failure of HMOs to achieve ongoing savings in
the current market is the result of "shadow pricing': because the HMOs do not face real
competition they need only keep their prices just below those of the indemnity plans,
and have not faced pressure to operate as efficiently as they could. An alternative view
is that over time HMOs face the same cost pressures as other insurers, in particular
provider and consumer demand for the adoption of new medical technologies.

Federal budget savings. Whatever the potential of managed competition or
managed care to control overall health spending, Congress is necesoarily concerned with
any proposal's short- and long-term impact on the Federal budget, for two reasons.
First, spending on Medicare and Medicaid is among the fastest growing components of
the budget; there ix a consensus that control in this sector is central to any plan for
deficit reduction. Second, virtually every proposal for extending coverage to the
currently uninsured population requires at least some new Federal spending, whether
in the form of direct subsidies or tax assistance for the private purchase of insurance
or in the form of publicly provided coverage. Many in Congress would prefer to fund
this new spending through offsetting savings in the health sector, rather than through
new taxes, increased deficits, or diversion of resources from other government programs.

Thus, while controlling costs for employers and individuals is an important
objective, it may be unlikely that a plan can be adopted unless it also generates
measurable savings for the Federal Government. These savings can take two basic
forms:

Control of direct spending for Medi.:are, MedicaiA, and other health programs
(such as the Federal Employees Health Benefits Program).

Control of tax expenditures; that is, reducing the loss of Federal revenues
resulting from tax-favored health spending, chiefly on employee benefits.

Most proposals would temporarily or permanently exempt Medicare beneficiaries
from participation in a managed competition system, at least in part because
beneficiaries, many of whom may have long-standing ties with particular physicians or
other providers, are likely to resist a change to new health systems. On the other hand,
most proposals would eliminate the acute care component of Medicaid, replacing it with
some form of subsidy to help current beneficiaries and other low-income persons buy
coverage through a HIPC. Assuming that current beneficiaries would receive a full
premium subsidy for the basic plan, along with waiver of any cost-sharing
requirements, it is not certain what net Federal savings would result. As suggested
earlier, capacity problems make it unlikely that all beneficiaries could be promptly
shifted to the most efficient managed care arrangements. Even if they could, savings
might be limited, because Medicaid in most States is already paying providers less than
their actual costs or usual charges. CB0 has estimated that enrollment of all Medicaid
beneficiaries in staff or group model HMOs would have saved a maximum of $3.5 billion
in 1990 (or about $2 billion in Federal funds).

For the most part, then, Federal savings would have to take the form of reduced
tax expenditures. C130 projects a Federal 1992 revenue loss of $39.8 billion from the
exclusion of employer-paid health insurance from employees' income. Aasuming that
the least costly HIPC in every area would be 15% below typical current plan premiums -

CRS-11

363



360

11393008 01-06-93

- the maximum CHO savings ettimate for staffigroup HMOs maximum potential new
revenues from taxing excess employer contributions would be about $6 billion. The
actual amount would be somewhat less, because most employers are not now
contributing the full costs of employee coverage and becaume some excess contributions
might be converted to other forms of nontaxable fringe benefits.

Budget control option.. The maximum savings assumptions from managed
competition emu= that the entire population would promptly join the most efficient
types of managed care plans. As a practical matter, this is not an immediate option for
most of the population. Staff/group model HMOs or similarly closely organized plans
are unavailable in many areas and will take time (and capital) to develop; where they
exist, time will be needed to expand capacity. Because there is growing pressure to
achieve some immediate control over health spending, some people who believe that
competition is ultimately the best approach are now endorsing regulatory spending
limits as a sort of interim or fallback measure. Discussion of this option is just
beginning, and few detailed proposals yet exist So far, at least three approaches have
been suggested:

Rate of increase limits for premiums. No insurer could raise premiums
beyond a specified maximum annual increase.

Absolute per capita premium limits. No insurer could charge more than a
specified maximum amount for a defined basic package of benefits.

Budget targets. A desired rate of growth in national health spending would
be established as a benchmark. Only if managed competition failed to achieve
the desired savings would the budget target be enforced (through premium
regulation or direct regulation of provider prices).

The Garamendi plan (and any plan with a defined revenue source) would limit
costa in a different way. The amount collected in payroll taxes defines the amount
available to pay for the least costly AHP. Thus the State contribution for HIPC
coverage cannot rise faster than wages. (However, if insurers cannot hold their cost
increases at this level, there might be no 'free plan available, or the minimum benefits
might have to be curtailed.)

FOR ADDITIONAL READING
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Prescription Drug Prices:
Should The Federal Government Regulate Them?

SUMMARY

A sharp escalation in the rate of
increase in prescription drug pricer since
the early 1980s, coupled with the high and
rising initial prices charged by manufactur-
ers for new breakthrough drugs in recent
years, sparked a lively debate in the 102nd
Congress over whether the Federal Govern-
ment should regulate prescription drug
prices.

The price increases, which have led to
a twofold rise in the Consumer Price Index
for Prescription Drugs since 1983, appear
to have contributed to a large increase in
pharmaceutical industry profits. During
the 1970s, when drug prices rose less than
the general price level, the drug industry
earned an average return on stockholders'
equity (after taxes) of 18.4%. But in the
1980s, when drug prices rose faster than
the general price level, the industry's re-
turn rose to 21.2%.

No single factor accounts for this
increase in drug price inflation. Rather, the
explanation lies in the dynamic interplay of
a host of factors, some of which took root
before the 1980s. By most authoritative
accounts, the key ones have been a progres-
sive shortening of the period when a drug-
maker can expect to earn monopoly profits
on a drug and continuing increases in the
cost of developing, testing, and marketing
new innovative drugs. One effect of these
trends has been to step up the pressure on
pharmaceutical firms to squeeze as much
profit as possible from a drug while it is
protected by a patent.

01-0/-93

Those who favor Federal regulation of
prescription drug prices say prices should
be controlled because the recent surge in
prices has severely strained the budgets of
the biggest users of prescription drugs --
the elderly and the chronically ill -- and
because the pharmaceutical industry has
used most of the higher profits generated
by the price increases to develop duplicative

or 'me-toci medications and to under-
take costly marketing campaigns.

Opponents of Government regulation of
prescription drug prices counter that any
restrictions on the ability of pharmaceutical
firms to set their prices would undercut the
most potent incentive for investment in
new drug development: the prospect of
earning a return on investment consistent
with the high costs and risks involved in
such an enterprise. They also point out
that even with the rapid climb in drug
prices in recent years many drug therapies
are still much cheaper than alternative
treatments, such as surgery and psycho-
therapy.

A number of bills to restrain prescrip-
tion drug prices were introduced in the
102nd Congress. Some were intended to
offset the higher drug costs for Federal
agencies and health insurance programs
which are related to a 1990 Federal law
mandating drug price rebates under the
Medicaid program. None of the bills, how-
ever, would have imposed comprehensive
controls on the prices manufacturers could
charge.

Reprinted from Prescription Drug Prices: Should the Federal Government
Regulate Them; Issue Brief, by Gary Guenther. Washington, Congressional
Research Service, Updated Regularly. 13 p.

Congressional Research Service The Library of Congress

365

*tT,.



362

IB92097 01-07-93

ISSUE DEFINMON

Sharp increases in the prices for a wide range of branded (or brand-name)
prescription drugs since the early 1980s, coupled with the high and rising initial prices
charged for a number of innovative drugs in recent years, sparked a heated debate in
the 102nd Congress over controlling drug prices. A number of bills to restrain drug
price inflation especially as it affected Federal spending on prescription drugs were
introduced. The crux of the issue for that and the next Congress lies in striking a
balance between the importance of allowing pharmaceutical firms sufficient financial
incentive to keep supplying existing drugs and investing in the development of new,
more effective ones, and the insistence of most people especially the elderly and
chronically ill on having unlimited and affordable access to needed medicines.

BACKGROUND AND ANALYSIS

Unlike the 1970s, prescription drug prices have risen much faster than the general
price level since 1980 (see table 1). Between 1980 and 1985, the Consumer Price Index
(CPI) for prescription drugs, which is a gauge of price change for these drugs at the
retail level, went up at an average annual rate of 10.6%, compared to 5.5% for the CPI
for all items; and from 1985 to 1991, the CPI for prescription drugs increased at an
average annual rate of 8.9%, compared to 4.0% for the overall CPI. Also unlike the
1970s, prescription drug prices have gone up faster than the overall cost to consumers
of medical care since the early 1980s. Largely as a result, the share of total U.S.
spending on health care accounted for by producer sales of prescription drugs increased
from 4.5% in 1980 to an estimated 5.5% in 1990.

Since the 1970s prescription drug prices have also risen faster than consumer
incomes: from 1980 to 1991, the CPI for prescription drugs went up at an average
annual rate of 9.6%, compared to 6.2% for U.S. per-capita disposable income, measured
in current dollars. This disparity suggests that the average consumer has had to give
up an increasing share of his or her income to buy needed drugs.

It appears that the vast share of the increase in. prescription drug prices over the
past decade is due to price hikes for branded drugs both those still protected by a
patent (i.e., single-eource drugs) and those whose patent has expired (i.e., multiple-
source originator or innovator drugs). According to a 1990 study by Joseph Thomas
and Stephen Schondelmeyer of the School of Pharmacy at Purdue University, a retail
price index they constructed for 104 of the most commonly prescribed drugs for the
elderly rose at an average annual rate of 7.2% from December 1981 to December 1988.
By contrast, the price index for all single-source drugs in the sample rose at rate of
7.4%; that for all multiple-source originator drugs, at a rate of 8.4%; and that for all
generic drugs, at a rate of 2.7%. Generic drugs, which are the biochemical equivalent
of branded drugs, tend to be much lower in price for two reasons. One is that, largely
se a result of the Drug Price Competition and Patent Term Restoration Act of 1984
(P.L. 98-417), it costs far less to bring generic drugs to the market; and the second is
that there are no patent barriers to entering the market for these drugs.
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TABLE 1. Change in U.S. Disposable Personal Income, General Price
Level, and Prescription Drug Prices: 1980 to 1991

(Noma Change fran Previous Yesr)

Disposable
Per-Capita
Personal
Lame

CM

Consumer
Price lade:
(CPA for All
Dans (1182-

114.400)

CPI for
Medical

Care
(1982-

94-100)

CPI for Pre-
scription Drags
(198244-100)

(%)

1980 101 13.5 9.6 9.2

1981 102 10.3 10.7 11.4

1982 5.6 8.2 11.6 11.6

1983 6.5 3.2 8.7 11.0

1984 9.7 4.3 6.2 9.6

1985 5.7 3.6 6.9 9.5

1986 5.4 1.8 7.5 8.6

1987 4.1 9.6 6.6 8.0

1988 9.6 4.1 6.5 7.9

1989 5.8 4.8 7.7 8.7

1990 6.0 5.4 9.0 10.0

1991 2.3 4.2 8.7 9.9

Sources: U.S. Department of Commerce, Bureau of Economic Analysis; and U.S. Department
of Labor, Bureau of Labor Statistics.

Drug Price Increases and Pharmaceutical Industry Profits
The escalation in drug prices over the past decade has helped boost the

profitability of the pharmaceutical industry. From 1970 to 1980, when the general rate
of inflation was 81% higher than the rate of drug price inflation, the average return on
sales (after taxes) in the drug industry came to 10.5% and the average return on
stockholders' equity (after taxes) to 18.4%. However, from 1980 to 1990, when
prescription drug prices increased more than twice as fast as the general price level, the
drug industry earned an average after-tax return on sales of 13.0%, and an average
after-tax return on equity of 21.2% (see Table 2). In 1991, the industry's return on
sales was 15.2%, and its return on equity 26.0%. This increase in profitability also
reflects the efforts by many U.S. pharmaceutical firms since the early 1980s to cut their
operating costs, especially by exploiting the economies of scale in marketing and
research and development (R&D) made possible by a spate of mergers and joint
ventures.
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Traditionally, the drug industry has earned a higher return on investment than
most other industries. For example, during the 1970s, the average after-tax return on
stockholders' equity was 18.4% in the drug industry, compared with 12.8% for all
manufacturing industries. The escalation in drug price inflation since the early 1980s
has helped widen the gap. From 1980 to 1990, the average after-tax return on equity
for the drug industry was 21.1%, and for manufacturing 11.9%. While many factors
account for the relatively high profitability of the drug industry, two of the more
important are the patent protection given new drugs, and the high risk of failure in
commercializing drug compounds synthesized in the laboratory, which predisposes
investors to reek above-normal returns on their equity investments in pharmaceutical
firms.

TABLE 2. Profitability of the US. Manufacturing Sector
and the Pharmaceutical Industry: 1980 to 1991

Return on Stockholders'
Equity. After Texas 1%)

Net Income. After Taxes
(1980=100)

Year Drugs Manufacturing Drugs* Manufacturing

1980 19.9 14.0 100.0 100.0

1981 16.9 13.7 99.7 108.8

1982 19.7 9.3 119.0 76.2

1983 20.3 10.6 132.5 92.0

1984 24.2 12.4 143.2 115.6

1985 15.2 10.1 143 0 94.3

1986 22.9 9.6 159.2 88.8

1987 17.4 12.7 192.5 124.0

1988 30.4 16.0 235.6 166.0

1989 28.0 13.7 265.7 146.3

1990 27.1 10.7 335.5 118.9

1991 26.0 6.5 380.3 72.9

This index is based on the combined net income in each year of the following companies: Abbott
Laboratories!, American Home Products Corp., Bristol-Myers Squibb Co., Johneon & Johnson, Eli Lilly &
Co., Merck & Co., Pfizer Inc., Schering-Plough Corp., SmithKline Beecham Corp., Syntex Corp., Upjohn
Co., and Warner-Lambert Co.

Sources: Standard & Poor's Corp. Industry Surveys. Health Care: Basic Analysis (various issues);
and U.S. Department of Commerce, Bureau of the Census. Quarterly Finencial Report (various issues).
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Prescription Drug Price Increases
and the Elderly and Chronically Ill

Much of the furor over recent prescription drug price hikes has focused on their
impact on the elderly and the chronically ill. There is reason to believe that these
groups bear a disproportionately large share of the rise in prescription drug prices and
are suffering great hardships as a result.

The elderly we the largest users of prescription drugs among major age groups.
According to a 1990 study by the School of Pharmacy at Purdue University, those age
65 and over represented 12.4% of the population in 1988 but accounted for 34.3% of
retail spending on prescription drugs. And the US. Bureau of Labor Statistics reports
that in 1989, the average American consumer spent $240 on drugs both prescription
and over-the-counter but the average person age 65 or over spent $428.
Furthermore, the incomes of the elderly tend to be much lower than other adults, and
they are much more likely to pay the full cost of prescription drugs. According to
figures compiled by the US. Bureau of the Census, the median income in 1990 for
households whose chief owner or renter was 65 years of age or older was about one-half
the level for all other households: $16,855 versus $33,920. And a 1990 report by
Thomas and Schondelmeyer of the School of Pharmacy at Purdue University found that
in 1988 households whose reference person was 65 years or older spent "almost three
times as much" of their own money for p:escription drugs as all other households. The
Health Care Financing Administration reports that for Americans of all ages, out-of-
pocket funds accounted for 55%, private health insurance for 26%, and public health
care programs mostly Medicaid for about 19% of retail prescription drug purchases
in 1990.

Drug Price Increases: Underlying Causes

No single factor explains the escalation in prescription drug price inflation since
the early 1980s. Rather, it appears that the explanation lies in the dynamic interplay
of a number of trends, many of which started before the 1980s. Six in particular have
exerted a powerful influence over recent pricing patterns:

(1) the increased vulnerability of sellers of branded prescription drugs to
competition from cheaper generic substitutes as a result of the Drug Price
Competition and Patent Term Restoration Act of 1984;

(2) moves by increasing numbers of large buyers of and third-party payers for
prescription drugs to set maximum reimbursement levels for certain classes of
drugs and to restrict coverage of drug expenses to a list of approved drugs, many
of which are generic substitutions;

(3) an apparent sharp rise in the cost of developing and gaining marketing
approval for new drugs since the late 1970s;

(4) the growing reliance of pharmaceutical firms on costly marketing campaigns
mainly directed at physicians but increasingly at consumers as a vehicle for

protecting or expanding market share;
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(5) a slowdown in the rate of growth in domestic demand for prescription drugs
during the 1980s; and

(6) a steady but gradual erosion of the period when a new, pioneering drug faces
no competition from other patented drugs offering comparable therapeutic
benefits.

In combination, these forces have increased the pressure on the pharmaceutical
industry to obtain as much profit as poesible from drugs during the period they are
protected by a patent. The industry has sought to do this largely by aggressively
increasing prices for existing drugs and charging high initial prices for newly approved
drugi. As a result of the Drug Price Competition and Patent Term Restoration Act of
1984, the effective patent life of a drug developed after 1984 can stretch to a maximum
of 14 years out of a possible 17 years. Arguably, by raising prices for patented drugs
rapidly, pharmaceutical firms are trying to achieve three aims at once: (1) recouping
their huge investments in developing and marketing drugs; (2) raising the'even larger
sums of money needed to search for new highly successful drugs; and (3) insuring that
stockholders receive an adequate return on their investments. Because the demand for
many prescription drugs tends to respond little (if at all) to changes in price and makers
of patented drugs face little or no effective competition for those drugs, an increase in
the price of such a drug is likely to raise the producer's operating profits.

Arguments in Favor of Regulating Prescription Drug Prices

Many critics of recent pricing trends in the pharmaceutical industry favor
imposing some kind of Federal regulation on the ability of manufacturers to set their
own prices. Four arguments commonly are advanced to support this position.

1. Price Increases Have Made Many Needed Drugv too Costly for the Largest
Groups of Users: This argument addresses the social welfare or equity effects of drug
price increases. Critics claim that two of the largest groups ofusers of prescription
drugs namely, the chronically ill and the elderly are least able to afford the recent
climbs in prices, as well as the high initial prices being charged for a hoot of
breakthrough drugs. Compared to the average working adult, their incomes are likely
to be lower and their purchases of prescription drugs less likely to be covered by public
or private health insurance. Critics also point out that continued rapid increases in
drug prices eventually will hurt all consumers by forcing public and private health
insurers to raise premiums and copaymenta. Price controls, it is argued, are needed to
insure that everyone has unrestricted, timely, and affordable access to the drugs they
require.

2. Price Increases Have Been Intended Mainly to Boost Profits: Critics charge
that the sharp hikes in drug prices over the past decade have been intended primarily
to boost the profits of pharmaceutical firms, not to cover increases in the cost of
developing, testing, and marketing new drugs as some industry executives maintain.
To hack this charge, they cite the large increases in pharmaceutical industry profits in
the 1980. (see table 2). (It is worth noting tbat as a matter of standard accounting
practice these increases allow for the industry's spending on R&D and marketing,
which is considered a current coat of doing busineu and thus is deducted from total
revenues in computing net income.)
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3. Profiti From Higher Prices Have Been Used to Develop and Market *Me-
Too" Drugs: A third argument raised by some proponents of Government regulation
of prescription drug prices concerns what the pharmaceutical industry has done with
its increase in profits. They contend that the vast share of new prescription drugs
introduced in the United States is intended to compete with existing drugs in a given
therapeutic class. At a bearing held by the Senate Special Committee on Aging in July
1989, Senator Pryor stated that 'Tor every breakthrough product they invent, American
drug companies bring 24 drugs to the market that provide little or no therapeutic gain
over already-marketed drugs." Moreover, these same critics accuse pharmaceutical firms
of plowing moat of their profits into augmenting their marketing and sales efforts.
Therefore, it is argued, unless the Federal Government restricts the ability of producers
to raise prescription drug prices, the industry will pour ever larger sums of money into
developing and marketing so-called 'me-too' drugs.

4. US. Consumers Subsidize Pharmaceutical R&D for Most Other Nations:
Some contend that prescription drug prices should be controlled so that American
consumers no longer are forced to pay for a disproportionate share of worldwide
pharmaceutical R&D and marketing. In the view of these critics, the fundamental
reason for this tendency is that the United States remains the only major national
market where sellers of prescription drugs are free to set their own prices. As a result,
it is argued, drug prices tend to be higher in the United States than other major
geographic markets. One effect of these disparities is that U.S. consumers subsidize the
research and marketing done by the pharmaceutical industry in major national markets
where prices are controlled, especially Canada, Japan, and the European Community
(EC).

Arguments Against Regulating Prescription Drug Prices

Opponents of Federal price controls on prescription drugs -- especially brand-name
ones raise at least four arguments in defense of their position.

1. Pharmaceutical Innovation Is Costly and Risky: This argument concerns the
substantial costs and risks associated with brineng new drugs to the market. Various
studies have estimated that these costs have risen substantially since the early 1960s.
Accorc ing to a 1990 study by the Center for the Study of Drug Development at Tufts
University, the pre-tax average total cost of developing and gaining FDA approval for
a new drug is $231 million (in 1987 dollars); this estimate includes both the opportuni-
ty costs of the money tied up in developing new drug compounds both those that fail
and those that succeed and the direct costs to companies of compounds that fail to
win FDA approval. In addition, the odds against commercializing a new drug compound
are very large: industry estimates of the chances of successfully commercializing a
compound synthesised in a research laboratory range from one in four thousand to one
in ten thousand.

Opponents of Federal regulation of prescription drug prices argue that price
controls would be likely to keep drug companies from earning a return on their
investments in research and development that is consistent with the huge costs and
riskr they must bear. And if this were to happen over a long period, it is feared,
pharmaceutical firms eventually would respond by slashing their spending on R&D.
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Sustained cutbacks in R&D spending, it is claimed, would eventually diminish the flow
of new breakthrough drup from the laboratory to the marketplace.

2. Drug Therapy Is Often Much Cheaper Than Alternative Treatments:
Opponents of price controls on prescription drup also argue that such controls could
prove counterproductive in the long run. The reason is that innovations in drug
therapy can and do lower the Nation's bill for health care. The Pharmaceutical
Manufacturers Association (PMA) maintains that despite the price increases and the
high initial prices for many new breakthrough drugs approved since the early 1980s,
prescription drup continue to offer the most cost-effective of the available therapies
(including surgery or psychotherapy) for a number of disorders. For example, it points
out in the 1991 edition of its Statistical Fact Book that the cost of using drugs to treat
ulcers runs from $200 to $500 a year, but the coat of ulcer surgery ranges from $7,200
to $14,500. Moreover, a 1990 study by the Battelle Medical Technology and Policy
Research Center which was sponsored by the Schering-Plough Corporation --
estimated that between 1990 and 2016, expected advances in drug therapy for heart
disease alone could save $211 billion in health care costs and prevent five million deaths
and another nine million new cases.

3. Competition I. the Most Efficient Way to Restrain Drug Prices: A third
argument against regulating prescription drug prices is that unfettered competition, not
Government regulation, is the most efficient way in the long run to restrain price
increases and push them down to the level of lowest average cost. And opponents of
such regulation contend that the pharmaceutical industry has long been highly
competitive. According to data compiled by the U.S. Bureau of the Census, the four
largest U.S. makers of pharmaceutical preparations accounted for 22%, the eight largest
for 36%, the twenty largest for 65%, and the fifty largest for 88% of U.S. shipments in
1987, the most recent year for which figures are available. These figures suggest that
the structure of the industry is not perfectly competitive. More specifically, it can be
subdivided into two levels: at one level are clusters of firms (innovative and generic)
competing in the same class of drugs by selling products that may differ in price or
therapeutic effects or both, and at the other level are firms selling patented drugs and
earning monopoly profits.

4. Prim Control' Would Undermine the Competitiveness of US
Pharmaceutical Firms: Some opponents of regulating prescription drug prices
contend that controlling prices will weaken the international competitiveness of U.S.-
based pharmaceutical firms. Controls will lead to lower prices in the long run, and
lower prices would alio lead to lower revenues in the long run as the demand for drugs
is insensitive to price changes. If revenues fall or rise more slowly, companies would
have less money to invest in R&D, all other things being equal. Cuts in R&D spending
carry a high risk of slowing the rate of introduction of new drugs, and new drugs are
the mainspring for growth in the pharmaceutical business. In a 1991 report on the
international competitiveneu of the US. pharmaceutical industry, the U.S. Internation-
al Trade Commission concluded that the *high degree of competitiveness' shown by the
industry during the 1980. can be traced to its stunning success in developing new
products that generated huge revenues throughout the world from 1975 to 1989.
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Drug Price Rebates Under Medicaid

Since 1938 the Federal Government has regulated the safety of drugs sold in the
United States, and since 1962 it has required that all new drugs meet certain stringent
standards of efficacy before they can be approved for use. But until the Omnibus
Budget Reconciliation Act of 1990 (OBRA 90, P.L. 101-508) was signed into law on Nov.
5, 1990, the Federal Government made no effort to force drug firms to reduce their
prices in any of the markets they sell in.

The Federal role in phartuaceutical industry pricing changed markedly on Jan. 1,
1991. Beginning that day, companies selling prescription drugs to Medicaid recipients
have had to give State Medicaid programs the same deep discounts sometimes as
much as 60% off the average wholesale price they traditionally offered other large
buyers, such as VA hospitals and health maintenance organizations (HMOs). These
discounts take the form of periodic rebates by manufacturers for prescription drugs
dispensed to Medicaid beneficiaries at retail pharmacies in all States. The new rules
on drug reimbursement, which were a provision of OBRA 90, are intended to reduce
Federal and State payments for prescription drugs under Medicaid, which amounted to
$4.4 billion in fiscal year (FY) 1990. In late 1990, the Congressional Budget Office
estimated that the rebates could save the Federal Government $1.9 billion and State
governments $1.4 billion in Medicaid expenditures from FY1991 through FY1996.

Although sales under Medicaid represent between 12% and 15% of the U.S. market
for prescription drugs, most industry executives strongly opposed the rebate program.
They feared that the rebates would pave the way for similar Government limits on the
prices charged for drugs dispensed under Medicare, which accounts for around 19% of
the domestic market for pharmaceutical preparations, and eventually for drugs
purchased under private health insurance plans.

Some pharmaceutical firms responded to the Medicaid rebates by reducing or
eliminating the deep discounts they had been offering certain large buyers, including
hospital chains, public health clinics, HMOs, and VA hospitals. In testimony at a
hearing held by the House Veterans' Affairs Subcommittee on Hospitals and Health
Care on Sept. 11, 1991, Anthony Principi, the Deputy Secretary of the Department of
Veterans Affairs, stated that his agency expected to pay an additional $60 million for
drugs in FY1991 because of the price increases sparked by the Medicaid rebates. Apart
from angering supporters of the Medicaid rebates in the Congress, the efforts of the
pharmaceutical industry to offset the effects of the rebates on sales spurred the
introduction of a number of bills in the 102nd Congress to lower and contain the cost
to various Federal agencies and programs and federally assisted entities of purchasing
prescription drugs.

Proposals in the 102nd Congress
to Control Drug Prices

A number of bills to either restrain prescription drug price rises or lower the
cost of prescription drugs to certain Federal agencies and health care programs were
introduced in the 102nd Congress. A few were considered by the House and the
Senate, and one H.R. 5193 was enacted. None of the initiatives were intended
to restrict prescription drug prices at the retail level.

CRS-8



370

IB92097 01-07-93

Of the bills considered but not enacted, one of the most controversial was S.
2000, introduced by Senator Pryor. Among other things, S. 2000 (along with' its
counterparts in the House: H.R. 4490 and H.R. 4594) sought to rein in drug price
inflation by reducing (according to a complicated formula) the Federal income tax
credit manufacturer can earn under section 936 of the Internal Revenue Code of
1986 if it raises its prices for patented or generic drugs more than the increase in
the overall Consumer Price Index. S. 2000 and its House counterparts never were
reported out of the committees to which they were initially referred, but a modified
version of S. 2000 was debated in the Senate in early March 1992 as a floor amend-
ment to H.R. On Mar. 11, 1992, the amendment was rejected by a vote of 61-
36.

The bill that was enacted, H.R.. 5193 The Veterans Health Care Act of 1992
P.L. 102-685, combines elements from a number of other legislative proposals,
including H.R. 2890 and S. 2575. Title VI of the Act sets limits on the prices that
manufacturers can charge for drugs sold to various Federal agencies (including the
Veterans Administration) and alters the minimum rebates for prescription drugs
under the Medicaid program. The Act contains the following provisions on drug
pricing:

the prices paid for drugs by the Indian Health Service, the VA, the Public
Health Service (PHS), and clinics and hospitals receiving Federal assistance
under the Public Health Service Act or the prices charged through the FSS
cannot be used to calculate the "best prices" for the Medicaid drug price
rebates, as of Oct. 1, 1992;

drug firms must make all their drugs available for purchase through the
FSS;

drug firms are required to offer specified federally assisted clinics and
hospitals (e.g., a migrant health center) at least the same discounts they
must give State Medicaid programs;

beginning Jan. 1, 1993, drugs purchased by the VA, the Defense Depart-
ment, and the PHS through the FSS or the vA depot contracting system
must be sold at minimum discount of 24% below the non-Federal average
manufacturers' price; and

the minimum Medicaid rebates for single-source drugs and multiple-source
innovative drugs become 15.7% from Oct. 1, 1992 to Dec. 31, 1993; 15.4%
in calendar year 1994; 15.2% in calendar year 1995; and 15.1% in every
year thereafter.

Outlook in the 103rd Congress

In part because of pledges made by President-elect Clinton during the election
campaign to enact legislation that restrains increases in the coat of health care,
many think the iesue of regulating prescription drug prices (especially the prices
charged outside Federal programs) is likely to receive considerable attention early in
the 103rd Congress. Indeed, discussions about price controls reportedly are already
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taking place between representatives of the pharmaceutical industry and officials of
the Clinton Administration transition team. Many concerns are likely to color
whatever congressional debate on the issue occurs. Some of the more pressing and
problematic ones are (1) the likely impact of price controls on new drug development
in the United State*, (2) the link between drug pricing and the uncommonly high
profits earned by drug firms, (3) the tendency of major pharmaceutical firms to
spend more on advertising and promotion than on research and development, (4) the
role of federally funded research in the discovery and pricing of new innovative
drugs, and (5) the benefits to the pharmaceutical industry of existing Federal tax
laws.

LEGISLATION

P.L. 102-585, H.R. 5193
Veterans Health Care Act of 1992. Improves the delivery of health care to

eligible veterans. Also limits the prices that can be charged for prescription drugs
procured by the Veterans Administration (VA), Defense Department, and Public
Health Service entities through the Federal Supply Schedule or VA contracting
depots. Passed House by voice vote, Aug. 4, 1992 (H.Rept. 102-714, Part 1). Passed
by Senate, amended, Oct 1, 1992. House amended the Senate amendment, Oct. 7,
1992. Senate agreed to the House amendment to the Senate amendment, Oct. 8,
1992. Signed into law Nov. 4, 1992.

H.R. 2890 (Montgomery)
Requires the Secretary of Veterans Affairs to renegotiate the prices paid for

drugs and biologicals so they do not exceed the prices paid by the Veterans Adminis-
tration on Sept. 1, 1990, adjusted by expected changes in medical care costa. Also
excludes the prices of prescription drugs purchased by the Federal Government from
the formula for determining Medicaid drug rebates, as of Oct. 1, 1991. Introduced
July 15, 1991; referred to Committees on Veterans Affairs; and Energy and
Commerce. Reported by Veterans Affairs Committee Nov. 25, 1991 (H.Rept. 102-
384, Part I). Reported by Energy and Commerce Committee, amended, Sept. 22,
1992 (H.Rept. 102-384, Part ID.

ER. 3405 (Wyden)
Public Health Clinic Prudent Pharmaceutical Purchasing Act. Amends Title III

of the Public Health Service Act to require manufacturers of prescription drugs,
over-the-counter drugs, and birth control devices to give rebates to clinics receiving
financial assistance under this Act. Introduced Sept. 24, 1991; referred to
Committee on Energy and Commerce.

$823 (Stark)
Medication Price Control Act of 1991. Amends the Internal Revenue Code of

1986 to disallow the Federal income tax credit for research and development
expenses for any research related to the development of medications that duplicate
in medical importance or therapeutic usage one or more drugs already on the
market, and for manufacturers who charge excessive prices for new drugs.
Introduced Nov. 11, 1991; referred to Committee on Ways and Means.
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H.R. 4490 (Dorgan)
Prescription Drug Cost Containment Act of 1992. Restrains prescription drug

price increases by reducing a drug manufacturer's Federal income tax credits for
income earned in Puerto Rico and other U.S. possessions if it raises its prices for
patented and former patented drugs more than the increase in the Consumer Price
Index. Introduced Mar. 18, 1992; referred to Committees on Ways and Means; and
Energy and Commerce.

H.R. 4594 (Glickman)
BasiCare Health Access and Cost Control Act. Establishes universal access to

health care and controls cost of health care by standardizing private health insur-
ance. Restrains drug price increases by reducing the Federal income tax credit for
income earned in Puerto Rico and other U.S. possessions owed to drug
manufacturers who raise their prices more than the increase in the Consumer Price
Index. Introduced Mar. 26, 1992; referred to Committees on Energy and Commerce;
Ways and Means; the Judiciary; and Rules.

H.R. 5558 (Stark)
Patented Medicine Prices Review Board Act of 1992. Establishes in the Food

and Drug Administration a board to regulate the prices of patented prescription
drugs. Introduced July 2, 1992; referred to Committees on the Judiciary; and
Energy and Commerce.

H.R. 5614 (Slattery)
Medicaid Prescription Drug Amendments Act of 1992. Amends Title XIX of the

Social Security Act to abolish the existing "best-price' mechanism to determine
rebates for outpatient drugs under Medicaid. Also requires drug manufacturers to
offer discounts to the Department of Veterans Affairs. Introduced July 9, 1992;
referred to Committee on Energy and Commerce.

S. 1729 (Kennedy)
Public Health Clinic Prudent Pharmaceutical Purchasing Act. Bars clinics

funded under the Public Health Service Act from purchasing prescription drugs,
over-the-counter drugs, birth control devices, and vaccines from manufacturers who
have not entered into agreements with the Secretary of Health and Human Services
giving certain discounts. Specifies that the discounts given these clinics should not
be used by the Secretary of Health and Human Services in calculating a new "best
prize' for determining Medicaid drug rebates. Introduced Sept. 19, 1991; referred to
Committee on Labor and Human Resources. Reported Mar. 3, 1992 (S. Rept. 102-
259).

S. 2000 (Pryor)
Prescription Drug Cost Containment Act of 1991. Restrains prescription drug

price increases by reducing a drug manufacturer's Federal income tax credit for
income earned in Puerto Rico and other U.S. possessions if it increases its prices
more than the rise in the Consumer Price Index. Also establishes a Prescription
Drug Policy Review Commission, which would report to Congress on a number of
issues, including the feasibility of creating a drug price review board in the United
States, modelled after the one used by Canada since 1987. Introduced Nov. 21, 1991;
referred to Committee on Finance.
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S. 2575 (Cranirton)
Veterans Health Programs Improvement Act of 1992. Requires drug

manufacturers to enter into pricing agreements with the Department of Veterans
Affairs, the Department of Defense, and the Public Health Service. Establishes
minimum discounts for drugs purchased by the Department of Veterans Affairs.
Also authorizes the Secretary of Veterans Affairs to purchase prescription drugs and
biologicals for all Federal health care programs. Introduced Apr. 9, 1992; referred to
Committee on Veterans. Reported, amended, Sept. 15, 1992 (S.Rept. 102-401).

S. 2950 (CW60
Amends Title XIX of the Social Security Act to repeal the use of "best price in

determining rebates for prescription drugs under Medicaid, and to raise the
discounts used to determine the rebates. Introduced July 2, 1992; referred to
Committee on Finance.
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Executive Summary
Reprinted from Health Care Spending Control: the Experience of France,
Germany, and Japan. Washington, General Accounting Office, 1991. p.

PurPose
For two decades, the growth of health care spending in the United
States has outpaced the growth of the rest of the economya pattern
with troubling consequences for business, consumers, and government.
Persistent pressures caused by rising spending have called forth various
remedies, but success in containing spending has been elusive! Conse-
quently, policymakers and analysts have sought insights from the expe-
rience of industrialized countries that appear to control spending growth
better, provide universal access to health care, enjoy better health, and
spend a smaller share of their national income on health care.

The Ranking Minority Member, Senate Special Committee on Aging
asked GAO to report on the lessons that the United States can draw from
industrialized countries that spend less on health care. The Chairmen of
the Senate Governmental Affairs Committee and the Senarc speci
Committee on Aging later joined in this request. In respoAse, this repor Z
(1) describes how three of these countriesFrance, Ge many, and
Japanorganize their health insurance systems, achie re universal cov-
erage, and regulate payments to providers; (2) describes the policies
used in each country to contain spending for physician and hospital
care; and (3) determines whether these policies were effective in moder-
ating the rise in health spending.

Background
A rapid escalation in spending and a noticeable narrowing of access
characterize the recent experience of the US. health care system.
Between 1970 and 1990, the share of national income spent on health
care grew by more than half: from 7.3 percent of gross national product
(GNP) in 1970 to 12.3 percent in 1990; projections to the year 2000 imply
a share that would most likely exceed 16 percent. Notwithstanding the
high and rising level of spending, more people lack ready access to
health care. Between 1979 and 1987, the number of Americans without
health insurance rose by a fourthfrom 29.9 million to 37.4 million.

Other industrialized countries have had more success than the United
States in controlling health care spending while also providing health /
insurance to virtually all their citizens. For example, France, Germany,
and Japan each spends a significantly smaller share of its national
Income on health care than does the United States (see fig. 1). The lower
spending in these countries has not meant less access to basic health
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services or deterioration in broad measures of health status, such as life
expectancy and infant mortality.

novo 1: Hoeft C. Spending as
Pore of Gross Doroalic Product (1149)

Pirrone
13

15

/
This study examines the policies that have been used in France, Ger-
many, and Japan to control health care spending. In conducting this
analysis, GAO obtained data on health expenditures and health status,
reviewed literature on each country's health care system, and inter-
viewed experts from the United States and from each of the comities
reviewed. nAo also analyzed the likely effects of various spending con-
trol policies and statistically estimated the effects of several policies'
effectiveness. Our statistical analysis was limited to France and Ger-
many for technical reasons.,

Results in Brief France, Germany, and Japan achieve near-universal health insurance
coverage within health care systems that share three major traits with
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the US. system: (I) medical care is provided by private physicians and
by both private and public hospitals, and patients have free choice of
physician; (2) most people receive health insurance coverage through
their workplace; and (3) health insurance is provided by multiple third-
party insurers.

These similarities to the US. system coexist with several notable differ-
ences that follow from the far-reaching regulations used to guarantee
coverage. First, insurerswho are predominantly non-profitare
required to provide minimum coverage that includes a wide range of
health care benefits. Second, insurance enrollment is compulsory (with
minor exceptions) for all residents, and they have little or no choice of
insurers. Third, workplace-based insurance is fmanced not by premiums
that reflect each individual group's expected costs of care, but largely
by employer and employee payroll contributions that reflect the average
cost of a larger cross section of the population.

In addition to mandating insurance coverage, all three countries stand-
ardize reimbursement rates for almost all physicians and hospitals and
set ceilings (price controls) on these rates., Virtually all payers must,
when reimbursing providers, abide by the standardized rates. Reim-
bursement rates are not promulgated by the government unilaterally,
but emerge from formal or informal negotiations between physicians,
hospitals, third-party payers, and (in France and Japan) the
government.

Budget controlspolicies that augment price controls by setting limits
on overall spending for hospital care or for physician servicescan
moderate spending growth, particularly when they are enforced. Each
country sets limits on overall health spending as national goals, but only
France and Germany have added policies with teeth to achieve compli-
ance with the limits. GAO estimated that French budget controls, between
1984 and 1987, reduced real (inflation-adjusted) hospital spending by as
much as 9 percent, compared with what would have been spent had
price controls alone been used. Likewise, ono estimated that for physi-
cian care services, German budget controls reduced real spending by as
much as 17 percent between 1977 and 1987, compared with what would
have been spent without the budget controls. By contrast, overall
spending limits on German hospitals did not reduce spending growth;
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these limits were not, however, accompanied by a mechanism to achieve
compliance.

The budget controls that successfully moderated spending growth in
France and Germany are not a panacea for concerns about spending.
Budget controls have not relieved all pressures on spending, in part
because these controls have not been applied to all segments of the
health care industry. Moreover, budget controls do not assure high-
quality care or efficient delivery of services. In light of these concerns,
both France and Germany are exploring modifications and supplements
to their current strategies for controlling the rise in health spending.

GAO's Analysis

Three Countries' Health
Care Systems Retain
Private Medicine, Patient
Choice

In France, Germany, and Japan, as in the United States, patients gener-
ally can choose their own physician; outpatient services are provided by
private physicians; and inpatient care is provided In both private and
public hospitals. Physicians who provide outpatient services are paid on
a fee-for-service basisas are most U.S physicians. (Unlike in the
United States, however, physicians who deliver inpatient care are often
employed by a hospital on a salaried basis.)

Countries Provide All
Residents With Health
Insurance Through
Regulated Multipayer
Systems

Each country guarantees virtually all their residents health insurance
that offers a broad minimum level of benefits. Near-universal coverage
is achieved by making enrollment for health insurance compulsory, with
few exceptions, and virtually automatic. Health insurance is provided
through a diverse mix of third-party payers that emerged from each
country's particular social institutions and political history. Independent
action by each payer is limited due to national regulation of enrollment,
benefits, premiums, and reimbursement of providers.

Broad Package of Benefits
Is Mandated

The mandated package of health benefits covers a wide range of ser-
vices. Benefits generally include coverage for physician services, hos-
pital care, laboratory tests, prescription drugs, and some dental and
optical care. Patients in all three countries do not pay deductibles for
health care services; copayments for physician and hospital care range
from nominal amounts in Germany to as much as 20 to 30 percent of
regulated fees In France and Japan.
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Insurance Financed by
Payroll-Based
Contributions From
Employer and Employee

Workplace-based insurance in France, Germany, and Japan is largely
financed by mandatory payroll conbibutions from bothemployees and

employers. In contrast to private insurance fmancing in the United
States, which generally reflects each individual group's expected costs

of care, these mandatory contributions reflect the averagecost of a
larger cross section of the population than typically used by US.
insurers in calculating premiums. (In France and Japan, payroll-based
fmancing is supplenamted by subsidies from general tax revenues.)

Countries Set National
Limits on Spending and
Require Uniform Payment
Rates

Each country has national procedures for setting limits on health care

spending and for determining standardized reimbursement rates for
providers. Generally, a government agency or other authorized body
sets broad targets for all or some components of health care spending.
The targets may serve as guidelines or they may be binding. National

laws also require that payers reimburse providers according to rates
that are, for the most part, uniform; a given service isusually reim-

bursed at the same rate, regardless of payer.

Each country also has a formal process for setting payment rates for
physicians and hospitals. The health care system's majorstake-
holdersthird-party payers, physicians and hospitals, and (in France
and Japan) the governmentparticipate in this rate-setting process. In

France and Germany, the rates are set in formal negotiations. In Japan,
they are set by the government in consultation with a body that repre-
sents insurers and health care providers.

Countries Adopt Direct
Controls on Prices and
Overall Spending

64-300 0 93 13

Seeking to moderate the rise in health care spending, all three countries
have imposed direct controls on health care prices and overall spending.

These controls are comprehensiveapplying to the entire health care
industry or to a major health care sector. By use of standardized pay-
ments. mandated coverage, and mandated benefits, the three countries
have alleviated a potential problem with direct controls, known as cost
shifting (that is, providers offset both the cost of charity care and the
lower reimbursement from some patients' insurers by raising charges to

other, more generous insurers).
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Budget Controls With
Teeth Work Better Than
Price Controls at
Containing Spending

Hospital Spending in France and
Germany

Physician Care Spending in
Germany
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France and Germany implemented budget controls that were subject to
different degrees of enforcement Germany, starting in the late 1970s;
France in the mid-1980s. These controls supplemented or replaced price
controls that were already in place. Both countries set annual targets to
limit total spending on hospital services, and Germany set targets and,
later, caps to limit total spending on outpatient physician services. ono's
econometric analyses confirm that stringent enforcement mattes budget
controls more effective.

Spending limits restrained hospital spending in France but not in Ger-
many. Beginning in 1984, the French government replaced its fuced daily
rates for hospital care with targets for total public hospital spending. To
enhance compliance with the targets, the government participates in
budget negotiations with each individual public hospital. ono estimates
that between 1984 and 1987, the targets reduced French spending on
hospitals by about 9 percent below what would have been spent had
price controls remained in place. By contrast, Germany in 1985 estab-
lished targets for total hospital spending, but did not design the means
to enforce them. GAO found no statistical evidence that the existence of
targets affected German spending for total hospital services between
1985 and 1987.

Stringent enforcement enhanced the effectiveness of Germany's budget
controls on physician spending. In 1978, Germany complemented its
existing price controls with spending targets (though not with a formal
enforcement mechanism). In 1986, however, Germany replaced targets
with caps that were binding. GAO estimates that between 1977 and 1987,
Germany's use of budget controls reduced inflation-adjusted spending
by as much as 17 percent below what would have been spent on physi-
cian care under price controls alone. In addition, GAO found that caps
reduced the rate of spending growth more than targets. Spending
growth in the physician sector averaged 2 percent annually under caps .
compared with 7 percent annually under targets; caps account for part,
but not all, of this difference.

Countries Seek Additional
Policies to Better Restrain
Spending, Assure Quality,
and Enhance Efficiency

In the countries reviewed, budget controls that suuassfully tempered
the pace of spending growth have not relieved all pressures on spending
nor have they attempted to address concerns about the quality and effi-
ciency of health care. Increased spending can be attributed, in part, to
sectors not controlled through budgets, such as physician services in
France or prescription drugs in all three countries. Continued pressure
to increase health care spending in the future is also expected, as the
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elderly's share of the population rises further and new, expensive med-
ical treatments are introduced.

In addition, the continued tightening of budget controls may. over time,
both create political pressures for a relaxation of the controls and make
a health care system less able to provide high-quality services. In
France, new proposals for stronger budget controls recently sparked
widespread protests by physicians. In Germany, some controls on physi-
cian spending were relaxed in mid-1991 due to pressure applied by phy-
sicians. With respect to quality. GAO found no evidence in the countries
reviewed of a decline in broad measures of health statis during the rela-
tively brief period that budget controls were in effect. Experts in
France, however, believe that tight hospital budgets there are discour-
aging hospital maintenance and the development of innovative prom-
dures. In other countries that have used budget controls for longer
periods than France and Germany, some shortages of services have
appeared, indicating the potential for problems in the long run.

Health care experts in these three countries are exploring policies that
enhance ef ricient delivery and better assure quality. For example,
efforts are being made in France and Germany to develop a prospective
payment system for hospitalsfollowing the same general principles
used in the US. Medicare program since 1883that offers incentives
for more efficient delivery of hospital care. Germany is developing pro-
grams that enhance quality by increasing physician monitoring, formal-
ting quality assurance procedures, and increasing the coordination of
inpatient and outpatient services.

Recommendations GAO is not making recommendations in this report

Agency Comments GAO did not solicit agency comments.
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Catastrophic Health Insurance: Medicare

agitatai
Catastrophic medical costs are broadly defined as large unpredictable health care

expenses; these are usually associated with a major illness or serious injury. The
absence of catastrophic health insurants protection for the elderly was the subject of
concern for several years. During the 130th Congress, a number of proposals were
considered to expand protection for the aged through the Medicare program. The
Medicare Catastrophic Coverage Act of 1988 (MCCA, P.L. 100-360) was signed into
law on July 1, 1988. This measure placed an upper limit on beneficiary liability in
connection with covered Medicare services. It also established 1: new catastrophic
prescription drug program. The measure did not include protection against long-term
institutional care expenditures in the benefit package.

MCCA removed coinsurance and number-of-day limitations on hospital care; a
beneficiary needing hospital care would pay only one inpatient deductible per year.
The law modified the skilled nursing facility benefit and expanded benefits for home
health and hospice care. The law established a maximum out-of-pocket limit (the
"catastrophic cap") on beneficiary liability for cost-sharing charges in connection with
physicians' and other Part B services. Beginning in 1991, the law authorized
Medicare coverage for catastrophic outpatient prescription drug expenses. MCCA was
to be financed through a combination of (1) an increase in the monthly Part B
premium for all Part B enrollees, and (2) a new supplemental premium which was
to be mandatory for all Part A enrollees with Federal tax liability (about 41% of the
elderly in 1989). MCCA also contained several Medicaid provisions.

Many elderly complained about the supplemental premium; many also questioned
the need for the new benefits. Further, concerns were raised regarding the rapid
increase in estimated MCCA costs. During 1989, Congress considered ways to modify
MCCA. Such modifications included developing a plan retaining a portion of the
MCCA benefits, while reducing or eliminating the supplemental premium. However,
a consensus could not be reached.

Thus, on Nov. 22, 1989, the House and Senate cleared the Medicare Catastrophic
Coverage Repeal Act of 1989 (H.R. 3607), for the President's signature; it was signed
into law Dec. 13 (P.L. 101-234 . The Act repeals the Medicare catastrophic provisions
included in MCCA; however, it retains the Medicaid provisions.

On Nov, 6, 1990, the President signed into law the Omnibus Budget
Reconciliation Act of 1990 (OBRA 1990; P.L. 101-508.) This legislation restored two
benefits which had been added by MCCA and removed by the repeal law coverage
of mammography screening services and expansion of hospice benefits. OBRA 1990
also strengthens standards relating to Medicare supplemental health insurance
(medigap) policies.

Reprinted from Catastrophic Health Insurance: Medicare; Issue Brief, by
Jennifer O'Sullivan. Washington, Congressional Research Service, 1990. 16 p.
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ISSUE DEFINITION

Catastrophic medical costs are broadly defined as large unpredictable health care
expenses; these are usually associated with a major illness or serious injury. Further,
these expenses must be the liability of the individual or family-, that is, they are not
covered by so-called third parties, either private insurance or public programs.
Congress passed the Medicare Catastrophic Coverage Act of 1988 (MCCA), which
provided protection against some catastrophic costs for the elderly. After enactment,
a number of issues were raised about MCCA. Of particular concern was the
financing mechanism. Critics also focused on the increases in MCCA estimated costs.
On Nov. 22, 1989, the House and Senate cleared the Medicare CatastrophicCoverage
Repeal Act of 1989 CI.R. 3607) for the President's signature; the measure was signed
into law (P.L. 101-234) on Dec. 13, 1989.

BACKGROUND AND ANALYSIS

Insurance Coverage for the Aged

Medicare Coverage

Aged persons who face catastrophic health expenses do so because of gaps in
their insurance coverage. Almost the entire aged population (between 95 and 96%
cr 30 million persons) are covered under Medicare; in addition,the program covers 3
million disabled persons. Medicare's benefits, which are the same throughout the
country, are targeted toward meeting the acute health care needs of the elderly.
Prior to 1989, limits were placed on the number of coveted days of hospital care and
continue to be placed on skilled nursing facility care. (The hospital limits will be
restored in 1990.) Further, the program has placed no upper limit on cost sharing
charges in connection with covered program services.

Overall, Medicare covers about half of the aged's health care costa. The
program's benefit package excludes prescription drugs, routine eye examinations,
eyeglasses, hearing aids, dental care, dentures, and most preventive care. The major
gap in the Medicare benefit package is coverage of long-term-care services. Nursing
home coverage is limited to short-term post-hospital stays in skillednursing facilities
(SNFs). Ps a result, Medicare covers less than 2% of the nursing home costs of the
aged. Home health care is covered only when a beneficiary can be shown to need
intermittent skilled nursing care or physical or speech therapy. Many chronically ill
persons do not need skilled care to remain in their homes, but rather, need custodial
care and assistance with daily routines; home health services for these persons are
not covered by Medicare.

Other Insurance Protection

The majority of Medicare beneficiaries have had some insurance protection in
addition to Medicare coverage. The largest group is that with Mtdigap coverage.
Medigap is the term used to describe individually purchased policies designed to
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supplement Medicare's coverage. Approximately 39% of the noninstitutionalized
Medicare population purchased private health insurance policies in 1987, most of
which could be classified as Medigap. The principal protection offered by the majority
of these policies is coverage of Medicare's cost sharing charges; some policies may
offer coverage of additional services. Few policies offer protection against the costs
of long-term institutional care potentially the most costly service item.

Regulation of insurance, including health insurance, is generally a State
responsibility. However, in the 1970s there were a series of reports on marketing
and sales abuses with respect to health policies sold to the elderly. Congress therefore
approved a voluntary certification program in 1980. Under the program, ticies that
wished to be certified as Medigap policies had to meet or exceed standards set forth
in a model regulation approved by the National Association of Insurance
Commissioners (NAIC). The voluntary program applied only in States that failed to
establish equivalent or more stringent programs. Almost all States established their
own programs. (See MCCA summary; summary of MCCA repeal, and OBRA 1990 for
Medigap provisions.)

Approximately 29% of the noninstitutinnalized Medicare population has
employer-based health insurance coverage which may be paid in whole or part
by their employers. Employer-sponsored plans are not covered by the NAIC rules.
(See MCCA sumn-7v and summary of MCCA repeal for maintenance of effort
provision.)

Some low-income aged and disabled Medicare beneficiaries are also covered by
the Federal-State Medicaid program. However, many of the aged do not become
eligible for Medicaid benefits until after they become instituti,:nalized and reduce
their incomes and resources to the Medicaid standard through their expenditures on
health care. Medicaid beneficiaries are effectively protected against the costs
associated with covered program services.

Prior to MCCA, an estimated 20% of the Medicare population had no other
health insurance coverage. According to DIMS, this figure included over 2 million
poor and 6 million near-poor elderly not covered by Medicaid.

Enactment of MCCA

President Reagan submitted the Administration proposal for catastrophic
coverage for the Medicare population on Feb. 24, 1987. It was seen by many in
Congress as defining the minimum parameters of a Medicare expansion bill. The
final law differed considerably from the original Administration plan. The major
benefit expansion included in the law was the new catastrophic prescription drug
coverage.

Financing was a key issue during Congressional consideration of MCCA. Given
the Federal budget deficit, it was decided that any program expansions could not rely
on general revenue financing. Therefore another mechanism had to be developed.
It was determined that, first, the legislation must provide the revenues for any
benefit expansions. Second, expanded benefits had to be paid for by the beneficiaries
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themselves. As the legislation was developed, there was concern that many
beneficiaries would be unable to afford the cost of the improved benefits, if the cost
were to be spread equally across oil beneficiaries. The law therefore provided that
those with a greater ability to pay (as evidenced by Federal tax liability) would
shoulder a larger portion of the costs. On the other hand, State Medicaid programs
would be required to phase in coverage of Part B premium payments (and other
Medicare cost-sharing charges) for those with incomes below the poverty line.

Summary of MCCA

The Medicare Catastrophic Coverage Act of 1988 was given final approval by
Congress June 8, 1988, and signed into law as P.L. 100-360 July 1, 1988. The
following are highlights of the major provisions. (For a detailed summary see CRS
Report 89-165 EPW, Medicare Catastrophic Coverage Act of 1988.) The hospital and
SNF benefit expansions were effective Jan. 1, 1989; the remaining benefit provisions
(except drugs) were to be effective Jan. 1, 1990. The catastrophic prescription drug
benefit was to be effective Jan. 1, 1991.

Part A (Hospital Insurance) Benefits

Part A provides coverage for inpatient hospital services, skilled nursing facility
(SNF) services, home health care, and hospice services. Prior to the enactment of
MCCA, long-term hospital stays were subject to significant coinsurance charges.
Further a beneficiary could potentially exhaust all benefits; however, a very small
percentage actually did so. MCCA made the following Part A changes:

Inpatient Hospital Services. Specified a maximum of one hospital deductible
per year ($560 in 1989) and eliminated the day limits, coinsurance charges, and spell
of illness provisions.

Skilled Nursing Facility Services. Required daily coinsurance payments for
the first 8 days equal to 20% of the national average Medicare reasonable cost for
SNF cr.re 425.50/day in 1989); eliminated coinsurence charges for 21st-100th days;
providod coverage for up to 150 days and eliminated prior hospitalization
requirement.

Home Health Services. Expanded the 'intermittent" skilled nursing care
definition so that "daily" care was defined as 7 days a week for up to 38 days (instead
of 5 days a week for up to 2 or 3 weeks).

Hospice Services. Provided that the 210 day lifetime limit could be extended.

Part B (Supplementary Medical Insurance) Benefits

Beneficiaries enrolled in Part B pay a monthly premium ($31.90 a month in
1989). They are also liable for certain charges in connection with their use of
physicians and other services covered under the program. All beneficiaries are liable
for the $75 deductible and 20% coinsurance charges. In addition, where a physician
or other provider does not accept "assignment" (i.e., agree to accept Medicare's
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determination of the 'reaeonable charge' amount as payment in full for covered
services), the beneficiary is liable for the difference between Medicare's reasonable
charge amount and the physician's actual charge. (This is sometimes referred to as
the 'balance billed' amount.) The following are the Part B changes which were made
by MCCA.

Limitation on Out-of-Pocket Expenses. Established maximum
out-of-pocket limit (the 'catastrophic cap') on beneficiary liability for Part B
coat-sharing charges after which Medicare would pay 100% of the approved amount
(Balance billing charges would not count toward the cap; nor would Medicare pay
these charges once the beneficiary hit the cap.) The limit was set at $1,370 for 1990;
it was to be indexed so that a constant 7% of beneficiaries would be eligible for this
catastrophic benefit each year.

Mammography Screening. Established a new Medicare benefit. Screenings
for women over 65 would be covered every other year, subject to a maximum payment
per screening of $50 in 1990 (indexed in future years).

Respite Care. Provided covs.ege for in-home care for a chronically dependent
individual for up to 80 hours per year. The benefit was to be available only for
persons who met either the catastrophic cap or the outpatient prescription drug cap.

Catastrophic Prescription Drug Benefits

MCCA established, effective Jan. 1, 1990, a limited prescription drug benefit for
home intravenous (IV) drugs and immunosuppressive drugs furnished after the first
year following a transplant (they are already covered in the first year). The
deductible was to be $550 in 1990; the coinsurance was to be 20% for home IV drugs
and 50% for isteunosuppressives. Beginning Jan. 1, 1991, catastrophic prescription
drug coverage was to be available for all outpatient prescription drugs, subject to a
$600 deductible and 50% coinsurance charges. The deductible was slated to go to
$652 in 1992 and be indexed in future years so that 16.8% of beneficiaries would
reach the deductible each year. The coinsurance was slated to be lowered to 40% in
1992 and 20% in 1993.

Financing

The new benefits were to be financed through a combination of (1) an increase
in the monthly Part B premium for all Part B enrollees, and (2) a new supplemental
premium which was to be mandatory for all those entitled to Part A who had Federal
tax liability of $150 or more.

Part B Premium. The additional monthly Part B premium was set in the
statute through 1993. The additional monthly amount was set at $4 in 1989, $4.90
in 1990, $7.40 in 1991, $9.20 in 1992, and $10.20 in 1993.

Supplemental Premium. The supplemental premium (to be collected in
conjunction with the Federal income tax) was to be based on Federal tax liability (i.e.,
amount of taxes owed). The supplemental premium was in effect a surtax. The
surtax rate was to be 15% in 1989, 25% in 1990, 26% in 1991, 27% in 1992, and 28%
in 1993. The maximum annual premium per enrollee was $800 in 1989, rising to
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$1,050 in 1993. It was estimated that the approximate income levels at which the
maximum premium amounts would be reached were $40,000 for a single return and
$80,000 for a couple.

Other Provisions

Medigap Policies. MCCA amended procedures for Federal certification of
Medigap policies. It provided that if the National Association of Insurance
Commissioners (NAIC) revised its standards prior to Oct. 1, 1988, such revised
standards would apply as the standard for certification. The NAIC met this deadline.
Policies sold before enactment, but still in effect on Jan. 1, 1989, were deemed not
to duplicate Medicare's new benefits if they complied with the NAIC model transition
rule; this rule required insurers to notify beneficiaries of policy and premium changes
and to make appropriate premium adjustments in their policies.

Maintenance of Effort. Any employer who provides health benefits to an
employee or retired former employee (including State and local employees) that
duplicate at least 50% of the new or improved Part A or Part B benefits would have
to provide additional benefits or refunds that totalled at least the actuarial value of
the duplicative benefits. The provision was to be effective with respect to Part A
benefits in 1989 and Part B benefits in 1990 except that an extension was provided
to cover current collective bargaining agreements.

Federal Employees. MCCA required the Director of the Office of Personnel
Management (OPM) to reduce, effective Jan. 1, 1989, the rates charged to
Medicare-eligible individuals participating in the Federal Employee Health Benefits
Program (FEHBP) to reflect the amounts that would have been paid by those plans
except for the enactment of this bill. The reduction was $3.10 per month in 1989.
OPM was also required to conduct a study of changes to FEHBP that might required
to incorporate plans designed specifically for Medicare-eligible individuals.

Medicaid. MCCA mandated States, on a phased-in basis, to pay Medicare
premiums, deductibles and coinsurance for elderly and disabled individuals with
incomes Delow the poverty line. Also, in the case of a couple where one member is
institutionalized, the bill provided protection of a portion of the couple's income and
resources for maintenance needs of the community spouse (the so-called spousal
impoverishment provision).

Estimated Impact of MCCA

All beneficiaries had increased insurance protection as a result of the new law.
The Congressional Budget Office (CB0) estimated that when the legislation waa fully.
implemented, approximately 22% of Medicare beneficiaries eachyear would have been
entitled to higher benefit payments as a res, dt of the program expansions.

At the time of enactment, total new benefit and administrative costs were
estimated at $30.8 billion over the FY1989-93 period. This figure increased to $48.2
billion in September 1989. These costs were to be financed through the additional
Part B premium and the new supplemental premium. It was estimated that 41.2%

392

CRS-6



391

IB87106 11-29-90

of enrollees would pay the supplemental premium in 1989. Close to two-thirds of
those paying the premium would pay less than $300. An estimated 5.6% of enrollees
would pay the maximum supplemental premium in 1989.

It was estimated that approximately 30% of enrollees would pay more in new
premiums (supplemental plus the new Part B) than they would receive in new
benefits. However, all persons (including those paying the maximum supplemental
premium) would still receive more in total Medicare benefits than they would pay in
total. This was true even when you included the hospital insurance payroll tax
which was paid by these individuals (and their employers) during their working years.

MCCA Issues

Following passage of MCCA, a number of issues were raised about the scope of
the new legislation and its financing. Critics of the measure focused mainly on the
fmancing aspects. Some persons who would be liable for the new supplemental
premium (also known as the eurtax) objected to the amount they would have been
required to pay for the expanded coverage. Mort persons liable for the supplemental
premium would have averaged more in total new premium charges (supplemental plus
Part B) than the per capita value of the new benefits. Critics further objected to the
mandatory nature of the program; they felt that beneficiaries should be allowed to
make their own choices about insurance coverage.

Proponents of the measure noted that, given the Federal budget deficit, it was
decided that any program expansions could not rely on general revenu financing.
Therefore another mechanism had been chosen. All beneficiariem, except those with
incomes below the poverty line, would pay a portion of the additional costs. Higher-
income individuals would assume higher percentage of the costs. Proponents note
that even though higher-income individuals would be paying more than the value of
the new benefits, they would still be receiving a subsidy on the overall Medicare
benefits package. Further, financing Medicare through an income-related charge was
not new to Medicare. The Part A program has always been financed by an income-
related hospital insurance tax levied on current workers and their employers.

Proponents noted that the program was mandatory rather than voluntary to
help maintain a sound financial base. The mandatory base was intended to prevent
those beneficiaries who were younger, healthier, and had higher incomes from
dropping out of the program until they were older, sicker and more likely to need the
protection.

Critics noted that over three-quarters of Medicare beneficiaries already had
private and or public health insurance coverage in addition to Medicare. They
suggested that these individuals did not need, nor in many cases want, expanded
Medicare coverage. Some individuals who had their additional coverage paid for in
whole or in part by their current or former employer would have been subject to the
supplemental premium and therefore have been subject to higher total charges after
enactment of MCCA.
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Proponents of the measure stated that it represented the most significant
expansion in benefits since the enactment of Medicare in 1965. They noted that the
law was designed to fill very significant program gaps. While many enrollees had
other health insurance protection, approximately 20% of the aged had no additional
coverage. These individuals tended to be older, sicker and poorer than those who
purchased additional coverage.

Proponents noted that Medicare is more efficient to administer than private
insurance. They also noted that it may be difficult for those elderly with preexisting
conditions to obtain affordable private coverage.

Some persons suggested that persons will be paying for coverage that they will
not actually use. Proponents noted that the new legislation provided catastrophic
insurance protection. As with car insurance or homeowners insurance, not everyone
expects to avail themselves of the benefits each year. However, if the program had
been fully implemented, an estimated 22% of beneficiaries would have been entitled
to higher Medicare payments as a result of the legislation.

Some critics of the catastrophic measure questioned its focus. They suggested
that en....tment of the catastrophic proposal would, in effect, delay enactment of a
long-term-care bill. They noted that the major gap in Medicare was and continued
to be coverage of long-term-care services. Very few private insurers offer protection
against these costs. As a result, Medicaid remains the primary source of third party
financing for these expenses. Many elderly at risk of needing long-term-careservices
face the prospect of impoverishing themselves to welfare levels in order to gain
Medicaid eligibility.

Congressional Action in the 101st Congress

During the 1st Session of the 101sc Congress, both the House and Senate
conaidered a number of alternative approaches to modifying MCCA. This interest
was spurred in large part by the considerable opposition that was voiced by many
senior citizens to imposition of the supplemental premium. It was also spurred in
part by the considerable increase in estimated program costs of catastrophic benefits.
Two services accounted for most of the estimated increase the expanded skilled
nursing facility benefit and the prescription drug benefit.

On Oct. 4, 1989, the House during its consideration of the FY1990 budget
reconciliation bill approved the amendment offered by Congressmen Donnelly and
Archer by a vote of 360 to 66. This replaced the catastrophic provision approved
earlier by the Committee on Ways and Means. The House rejected the substitute
amendment offered by Congressmen Stark, Gradison, and Waxman. The
Donnelly/Archer amendment basically repealed the Medicare provisions and the
financing provisions of MCCA while retaining the Medicaid provisions.

On Oct. 6, 1989, the Senate by a vote of 99 - 0 approved S. 1726, as amended.
This legislation was introduced by Senator McCain as a free-standing measure.
(Earlier efforts by the Finance Committee to report a catastrophic agreement as part
of reconciliation were unsuccessful.) The Senate's action came after a series of

CRS-8



393

1B87106 11-29-90

amendments (including a repeal amendment) were disapproved. The Senate bill
retained the Part A thlit with the exception of the SNF benefit. It alio retained
coverage for immunosuppressives and home W drugs, mammography services, and
respite care. The Senate bill eliminated the supplemental premium end provided
beginning in 1990 for a recalculation of the Part B premium to fund the remaining
benefits.

On Nov. 8, 1989, the House passed H.R. 3607, the Medicare Catastrophic
Coverage Act of 1989. The provisions of this bill were identical to the catastrophic
provisions approved by the House as part of the reconciliation bill. Also on Nov. 8,
1989, the Senate passed its version of H.R. 3607. The Senate version was a revised
McCain bill which corrected technical errors incorporated in S. 1726. The Conferees
reported the meaeure on Nov. 19, 1989. The Conferees essentially reported the House
repeal measure with a few modifications. The Senate rejected the measure twice
returning the measure to the House; the latter body insisted on the conference
agreement. Both Houses approved the conference report with technical correction on
Nov. 22, 1989. The bill was signed into law (P.L. 101-234) on Dec. 13, 1989.

MCCA Repeal Provisions

The following summarizes the provisions of H.R. 3607 as approved by Congress.

Part A Provisions

Hospital and SNF Benefits. The expanded hospital and SNF benefits
authorized by MCCA were effective Jan. 1, 1989. P.L. 101-234 restores the prior law
provisions effective Jan. 1, 1990.

Beginning Jan. 1, 1990, hospital and SNF benefits will again be tied to the
beneficiary's "spell of illness." A spell of illness begins when a beneficiary enters a
hospital aud ends when he or she has not been an inpatient of a hospital or SNF for
60 consecutive days.

A beneficiary is entitled to 90 days of hospital care per spell of illness.' Days
1-60 are subject to one deductible ($592 in 1990). Days 61-90 are subject to a daily
coinsurance charge ($148 in 1990). Beneficiaries also have a total of 60 lifetime
reserve days available to them. A beneficiary exceeding 90 days of care during a spell
of illness may use lifetime reserve days, subject to a daily coinsurance charge ($296
in 1990). Lifetime reserve days can be used only once; any such days used by a
beneficiary prior to 1989 are subtracted from the total available.

A beneficiary is also entitled to 100 days of SNF care per spell of illness. The
three-day prior hospitalization requirement removed by MCCA has been restored.
Days 1-20 of post-hospital SNF care are not subject to beneficiary cost-sharing. Days
21-100 are subject to daily coinsurance charges ($74 in 1990).

P.L. 101-234 establishes transition provisions for persons in a hospital on Jan.
1, 1990 whose inpatient stay began prior to that date. For these individuals, January
1, 1990 is considered to be the first day of the beneficiary's spell of illness; however,
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no deductible is imposed if one was imposed for such stay in 1989. Also, if a
deductible was imposed on an inpatient stay beginning in Dtw!ember 1989, no
deductible is to be imposed for a spell of illness beginning in January 1990. Further,
no deductible is imposed on an individual whose spell of illness began prior to Jan.
1, 1990.

P.L. 101-234 also establishes transition provisions for persons in a SNF on Jan.
1, 1990 whose SNF care began prior to that date. The 100 days of SNF care are
deemed to start on Jan. 1, 1990. Thus, no coinsurance wouldbe imposed on days 1-
20; the daily $74 coinsurance charge would be imposed on days 21-100. Persons in
the SNF prior to Jan. 1, 1990 would not be subject to the prior hospitalization
requirement The prior hospitalization requirement is also waived for persona
discharged from a SNF during Dec. 1989 sna i.ifamitted in Jan. 1990 within 30 daysof discharge.

Home Health Benefits. The expanded home health benefits (see MCCA
summary) which were to become effective Jan. 1, 1990 are repealed.

Hospice Benefits. The 210 limitation is restored Jan. 1, 1990, except that it
does not apply *-) persons electing hospice benefits prior to that date.

Blood Deductible. P.L. 101-234 retains the MCCA provision. MCCA provided
that the Part A blood deductible is to be imposed on a calendar year basis; it is to
be reduced by any such deductible imposed under Part B.

Part A Premium. The vast majority of the elderly are automatically eligible for
Part A protection. Persons not automatically eligible may obtain coverage through
payment of a monthly premium ($156 in 1989.) MCCA revised the calculation of that
premium. P.L. 101-234 retains this modification.

PPS Payments. MCCA provided for transitional adjustments in PPS payments
to take into account the new law. Further, for PPS-exempt hospitals, it provided for
an adjustment in the target amvint (the annual limit on total Medicare payments
to such hospital) to take into account the additional days of care Medicare would be
covering.

P.L. 101-234 terminates the transitional adjustments for PPS and PPS-exempt
hospitals effective Jan. 1, 1990. Further, it requires the Secretary to make
appropriate adjustments in the target amount to take into account services provided
to an inpatient whose stay began before Jan. 1, 110.

Part B Provisions

The following new Part B benefits which were to become effectiNe Jan. 1, 1990
are repealed:

-- Limitation on out-of-pocket expenses (the so-called Part B cap)
Screening mammograms
Respite care
Home intravenous drug therapy services
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Catastrophic Prescription Drugs

Coverage for outpatient catastrophic prescription drugs, which was to begin on
a limited basis in 1990, is repealed.

MCCA required that physicians include the appropriate diagnosis code when
requesting Medicare payment, effective Mar. 1, 1989. This requirement is retained.

Financing

MCCA provided that the supplemental premium was to be effective for tax years
beginning after Dec. 31, 1988. P.L. 101-234 repeals this premium. While most
persons would not have paid the premium until they fded their 1989 tax returns,
some persons may have paid a portion of this as part of their estimated tax
payments. A separate refund of this amount will not be made. Repeal of the
premium results in reduced tax liability. If an individual's total 1989 tax payments
exceed total 1989 tax liability, a refund will be made when the individual files his or
her return.

MCCA also increased the monthly Part B premium by a specified amount to
fund catastrophic expenses. This add-on amount was set at $4 per month in 1989
and $4.90 per month in 1990. The additional premium is deducted from individual's
social security checks (as is the case for the basic Part B premium amount). The
additional premium is repealed effective January 1990. Due to the late passage of the
repeal leeslation, the 1990 add-on amount will be deducted for several months until
the system can be appropriately modified. Any resulting overpayment will be
refunded.

MCCA extended indefinitely the hold harmless provision. This provision prohibits
a beneficiary's check from dropping as a result of an increase in the Part B premium.
This indefinite extension is retained.

MCCA also ertablished several new trust funds and accounts. PL. 101-234
repeals the Federal Hospital Insurance Catastrophic Coverage Reserve Fund, the
Federal Catastrophic Drug Insurance Trust Fund, and the Medicare Catastrophic
Coverage Account.

MCCA required the Secretary of the Treasury to study and report to Congress
by Nov. 30, 1988 on Federal tax policies to promote the private financing of long-
term care. P.L. 101-234 delays the reporting date until May 31, 1990.

Medigap Provisions

Revised Certification Requirements. MCCA amentla4 orocedures for Federal
certification of Medigap policies to reflect enactment of catastrophic coverage. (See
above.) P.L. 101-234 amends the requirements to reflect repeal of catastrophic
coverage. P.L. 101-234 provides a period of 90 days beginning with enactment for
the NAIC to revise their model medigap regulation to improve such regulation and
otherwise to reflect benefit changes made by the new law. The revised regulation
would apply in State effective on the date the State adopts Medigap standards
equal to or more stringent than the revised regulation or one year after the date the
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NAIC fine adopts such revised regulation. If the NA1C does not revise the model
regulation within 90 days, the Secretary must promulgate revimed Federal model
'tendert]s within the aubeequent 60 day period. Those standards would become
effective on the earlier of the date the State adopts the standards equal to or more
rtringent than the revised standards or one year after the date the Secretary
promulgates the standards. After the date the revised regulation (or the revised
Federal model standards) are effective in a State, no Medigap policy may be certified
by the Secretary and no Secretarial certification may remain in effect unless the
policy meets the revised NAIC model standards (or the revised Federal model
standards.)

P.L. 101-234 defmes a transition deadline se one year after the NAIC adopts the
revised model regulation, or one year after the Secretary promulgates revieed Federal
model standards, as the case may be. Medigap policies issued after the transition
deadline must comply with the revised NAIC model regulation or the Federal model
standards to be in compliance. Medigap policies issued before the transition deadline
are deemed to be in compliance with the new standards if they comply with a
transition provision to be issued by the NAIC no later than Dec. 16, 1989 (or failing
that, by the Secretary by Jan. 1, 1990.) The NAIC transition provision ceases to
apply on the earlier of either the date the State adopts standards equal to or more
stringent than the revised NAIC model regulation (or the revised Federal model
standards, if appropriate) or the date established for States requiring leeslativeaction.

Medigap policies in effect on Jan. 1, 1990 would not meet the standards unless
each policy holder or certificate holder who is eligible for Medicare is sent a notice
by Jan. 31, 1990 explaining the changes in Medicare's benefits resulting from
catastrophic repeal legislation and how these changes affect the policy's benefits and
premium.

Continuation Provision. Special rules are established in the case of an
individual who had a Medigap supplemental policy in effect as of Dec. 31, 1988 with
an insurer (as a policy holder, or in the case of a group policy, a certificate holder)
and terminated this policy before enactment of PL. 101-234. The insurer must offer
such policy holder or certificate holder (through written notice between Dec. 15, 1989
and Jan. 30, 1990) reinstitution coverage. The individual must be offered during a
period of at least 60 days (beginning not later than Feb. 1, 1990) reinstitution
coverage, with coverage effective as of Jan. 1, 1990. The offering must be under the
terms which: (1) do not provide for any waiting period for treatment of pre-existing
conditio-ns; (2) provide for coverage which is substantially equivalent to coverage in
effect before the date of such termination; and (3) provide for classification of
premiums on terms which are at least as favorable to the policyholder or certificate
holder as the premium classification which would have applied to that person had the
coverage not been terminated. An insurer is not required to make this offer in the
case of a policyholder or certificate holder in another Medigap policy as of the date
of enactment of P.L. 101-234 if under that policy, as of Jan. 1, 1990, the individual
is not subject to a waiting period with respect to pre-existing condition.

Mectigap Premiums. In November 1989, the GAO conducted a survey of
commercial Medigap insurers to determine the expected increase in Medigap
premiums in 1990. For the 20 companies reporting, the average monthly premium
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was $58.71 in 1989. In the absence of repeal legislation, the estimated average 1990
monthly premium would be $60.10 in 1990. Repeal of MCCA would result in a 15.4
percent or $9.25 average incr o.... in the 1990 monthly premiums. This represented
increases ranging from 6.3% to 41.3% across reporting companies.

The Blue Cross and Blue Shield Association estimated the impact of repeal on
member plans. A typical nongroup Medicare product costs an estimated $50 to $55
per month in 1989. Repeal of MCCA would result in increases of $8 to $24 per
month in 1990.

Other Provisions

P.L. 101-234 repeals the following additional MCCA provisions, effective Jan.
1, 1990:

Maintenance of effort. The repeal does not apply to duplicative Part A
benefits for periods before Jan. 1, 1990. (See summary of MCCA above.)
Rate reduction for Federal annuitants.
OPM study of offering Medigap policies to Federal annuitants (This atudy
has already been issued.)
Benefits counseling and assistance demonstration project.
Case management demonstration projects.
Advisory Committee on Medicare home health claims.
Research on long-term-care services for Medicare beneficiaries.
Study of adult day health services.

The following provisions were retained:
United States Bipartisan Commission on Comprehensive Health Care (the
Pepper Commission).
Mailing of notice of Medicare benefits and information describing the
participating physician program.
Prohibition of misuse of symbols, names, or emblems in reference to Social
Security or Medicare.
Demonstration projects for chronic ventilator dependent units in hospitals.
HMO provisions relating to adjustment of contracts and changes in civil
monetary penalties with respect to certain actions.
Technical corrections to OBRA 1987.

P.L. 101-234 also requires prepaid health plans, for calendar year 1990 only, to
provide the additional Part A and Part B benefits otherwise repealed. The
adjustments in the 1990 premium rates are retained to cover the costs of these
benefits.

Medicaid

PL. 101-234 retained the Medicaid provisions of MCCA. These provisions are
as follows:

Requiring Medicaid to pay Medicare premiums and cost-sharing charges for
Medicare beneficiaries below poverty.
Spousal impoverishment provision which, in the case of the
institutionalization of one member of a couple, provides protection for a
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portion of the couple's income and resources for the maintenance needs of
the community spouse.
Requiring Medicaid coverage of pregnant women and infanta below poverty.

In November 1989, GAO conducted a survey of the impact of repeal of MCCA's
Medicare provisions on Mediceid budgets. The 37 States (and the District of
Columbia) reporting data showed a total increase in 1990 budgets of $1 billion, of
which an estimated $444 million would be State funds and $687 Federal funds.

OBRA 1990

During the second session of the 101st Congress, several measures were
introduced to restore selected benefits which had been added by MCCA and
subesquently mailed. Generally the benefits proposed for restoration were some of
the less costly. OBRA 1990 restores two benefits which wore added by MCCA and
removed under the repeal bill. Specifically, it provides coverage for biennial
mammography screenings and provides that the 210 lifetime limit for hospice services
may be extended. The law also accelerates implementation of a MCCA Medicaid
provieion by requiring States to cover, by Jan. 1, 1991, all Medicare cost-sharing
charges for Medicare beneficiaries with incomes below poverty andmeets below twice
the figure applicable under the Supplemental Security Income (SSD program. It also
adds a new provision requiring ail States, beginning Jan. 1, 1993, to cover Part B
premium charges only for Medicare beneficiaries with incomes below 110% of poverty
and sants below twice the SSI level.

The second session of the 101st Congress also examined issues related to
Medigap insurance. OBRA 1990 makes a number of modifications to the Msdigap
requirements including the following:

Simplification of Policies. Benefit options are to be simplified toprovide
for a core group of benefits, and up to a maximum of nine other groups of
defined Medigap packages. The core group is to be common to ill Medigap
benefit packages and mutt be offered by all Medigap insurers. The
simplification standards may be waived in any state that has an alternative
simplification program in effect on the date of enactment.

Uniform Policy Description. To facilitate comparisons among policies,
sellers of policies will be required to provide, before the sale of a policy, an
outline of coverage which describes the policy's benefits using a standard
form. In addition, policy benefits are to be described using uniform language,
dermitions, and format.

Prevention of Duplicate Medigap Coverage. Sellers of policies will be
required to obtain from the applicant a statement of what kind of insurance
the applicant has, the source of health insurance, and whether he or she is
entitled to Medicaid. It will be unlawful to sell or issue a duplicate policy
unless the applicant indicates that the policy replaces an misting one which
will be terminated.
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Renewability. Medigap policies must be guaranteed renewable. An issuer
may cancel or nonrenew a policy only in the case of nonpayment of
premiums or material misrepresentation.

Medical Underwriting Limitations. Medigap insurers will be required to
offer coverage to individuals, regardless of medical history, for a six-month
period after the individual is first enrolled in Part B. Insurers are to be
prohibited from discriminating in price for these policies based on the
individuars medical or health status.

Enforcement of Standards. No policy may be sold or issued unless the
policy is sold or issued in a State with an approved regulatory program or
is certified by the Secretary.

Promulgation of Standards. If the NAIC promulgates standard's to
implement the OBRA 1990 changes within 9 months of enactment, such
standards will be applied in each State for policies to be approved. The
standards will apply in the State no later than one year after promulgation
by the NAIC.

LEGISLATION

P.L. 101-234, H.R. 3607
Medicare Catastrophic Coverage Repeal Act of 1989. Includee provisions

repealing the Medicare provisions and the financing provisions of MCCA while
retaining the Medicaid provisions. Retains the modified calculation of the Part A
blood deductible and the requirement for the U.S. Bipartisan Commission on Health
Care (known as the Pepper Commission). Repeals the Part A provisions (which have
already gone into effect) at the end of 1989 and establishes transition requirements
for persons who were in hospitals or SN-Fa during 1989. Revises Medigap
requirements (including appropriate transition provisions) and includes a continuation
provision. Introduced Nov. 7, 1989; passed House Nov. 8, 1989. (Provisions identical
to catastrophic coverage repeal provisions included in House-passed H.R. 3299, the
Omnibus Budget Reconciliation Act of 1989) Passed Senate amended Nov. 8, 1989.
(Contained provisions of Senate-passed S.1726, with technical amendments.)
Conference report filed Nov. 19, 1989. Signed into law Dec. 13, 1989.

P.L.l0l-1508, H.R.8835
Omnibus Budget Reconciliation Act of 1990. Adds Medicare coverage for

screening mammography services. Provides that the 210 day lifetime limit for hospice
care may be extended. Strengthens Medigap insurance standards. Reported Oct. 15,
1990 by the Committee on the Budget. Passed House 01 t. 16, 1990. S.3205 (Sasser)
reported by the Committee on the Budget Oct. 16, 191.0; passed Senate Oct. 18,
1990. Reported by conferees Oct. 27, 1990. Conference report passed House and
Senate Oct. 27, 1990. Signed into law Nov. 5, 1990.
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CONGRESSIONAL HEARINGS. REPORTS. AND DOCUMENTS

U.S. Congress. House. Committee of Conference. Medicare Catastrophic Coverage
Act of 1988; conference report to accompany ER. 2470. May 31, 1988.
Washington, U.S. Govt. Print. Off., 1988. (100th Congress, 2d sedition. House.
Report no. 100-661)

U.S. Congress. House. Coimnittee of Conference. Medicare Catastrophic Coverage
Repeal Act of 1989; conference report to accompany H.R.3607. November 19,
1989. Washington, U.S. Govt. Print. Off., 1989. (101st Congress, 1st session.
House Report no. 101-378)
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Long-Term Care for the Elderly

SUMMARY

Paying for long-term care services has
been an issue before the Congress for a
number of years, and the 103rd Congress
will likely consider a variety of different
proposals for changing the way these ser-
vices are currently paid for. However, in
the context of large Federal budget deficits
and increasing spending under existing
entitlement programs, it is the issue of cost
that provides the central focus of the long-
term care debate. Federal and State Gov-
ernments already are spending large sums
on long-term care In 1991, Federal and
State spending 1or nursing home care --
largely througl, the Medicaid program --
was in excess .,f $32 billion; and additional
amounts were spent for home care.

Despite these large public expendi-
tures, the elderly face significant uncovered
liability for long-term care, and paying for
these services, especially nursing home care,
can impoverish many of those needing care.
The average cost of nursing home care is in
excess of $30,000 a year. Most nursing
home care is paid for by individuals out-of-
pocket or by Medicaid. Medicaid's spending
for nursing home care is driven by it- wv-
erage of persons who have become poor
after depleting their resources and income
on the cost of care. Private insurance for
kng-term care is very limited at present.
T1-.e result is that the only way people can
pay privately for this care is with their own
accumulated resources and/or income. At
the same time, very little coverage, either
through private insurance or public pro-
grams, currently exists for the home and
community-based services the elderly and
their families often prefer over institutional
care.

These financing problems are expected
to become more acute as a rapidly aging
population faces the need for long-term
care. An estimated 7.1 million elderly need

long-term care services. Of these, an esti-
mated 5.6 million elderly, or almost 80% of
the total, live in their own homes or other
community-based settings. About 1.5 mil-
lion elderly reside in nursing homes. Esti-
mates show that the number of elderly
needing long-term care may grow from 7.1
million to 13.8 million by 2030, with 5.3
million elderly persons using nursing home
care and the remaining 8.5 million residing
in the community.

Proposals to expand public financing of
long-term care services beyond the coverage
provided by a means-tested program like
Medicaid can require a large additional
commitment of funds. The prospect of
large new costs had led to debate about
what is the appropriate role for the public
and private sectors in financing expanded
long-term care coverage. Some believe that
the Federal Government should assume the
major role in financing additional long-term
care services through a new entitlement
program. Others believe that the costs of
any public sector expansion would be pro-
hibitive and that the private sector through
private insurance should take the lead.
Still others believe that combination of
public and private sector strategies is need-
ed. Congress has not yet developed a con-
sensus from these divergent viewpoints.
Competing demands from other Federal
programs, the existence of Medicaid as a
safety net program for those needing long-
term care, the emergence of a private insur-
ance market for long-term care, and uncer-
tainty about the deoand for new benefits
have all served to deter major legislative
action.

President-elect Clinton has indicated
interest in exploring, as part of his health
reform proposal, the possibility of including
home care options under the Medicare
program.

Reprinted from Long-Term Care for the Elderly: Issue Brief, by Richard J. Price
and Carol O'Shaughnessy. W Ishington, Congressional Research Service,
Updated Regularly. 11 p.

Congressional Research Service The Library of Congress
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BACKGROUND AND ANALYSIS

Definitions and Need for Long-Term Care

"Long-term care' refers to a broad range of medical, social, personal care, and
supportive s^rvices needed by individuals who have lost some capacity for self-care
because of a chronic illness or condition. Although chronic conditions occur in
individuals of all ages, their incidence, especialy ea they result in disability, increases
with age. These illnesses and conditions include heart disease, strokes, arthritis, vision
and hearing impairments, and Alzheimer's and relatad dementias.

The need for long-term care is often measured by assessing limitations in a
person's capacity to manage certain functions or activities. For example, a chronic
condition may result in dependence in certain functions that are basic for self-care, such
as bathing, dressing, toileting, getting in or out of a bed or chair, or eating. These are
referred to as limitations in "activities of daily living," or ADLs. Assistance with these
A.DLs may require hands-on assistance or direction, instruction, or supervision from
another individual.

Another set of limitations that reflect lower levels of disability are used to describe
difficulties in performing household chores and social tasks. These are referred to as
limitations in "instrumental activitier of daily living," or TADLs, and include such
functions as meal preparation, cleaning, grorery shopping, managing money, and taking
medicine.

Limitations in ADLs and IADLs can vary in severity and prevalence. Persons can
have limitations in any number of ADLs or IADLs, or both. An estimated 7.1 million
elderly persons need long-term care because of limitations in ADLs or IADLs. This is
nearly one-quarter of the Nation's elderly population. Of the total, 3.3 million elderly
persons are estimated to be severely disabled, requiring assistance with at least three
ADLs or substantial supervision due to cognitive impairment or other behavioral
problems. The remaining 3.8 million are less severely disabled.

Long-term care services are usually differentiated by the settings in which they are
provided, with services provided either in nursing homes and other institutions or in
home and community-based settings. The great majority of elderly needing long-term
care reside in the community. An estimated 5.6 million elderly, or almost 80% of the
total 7.1 million elderly needing assistance with ADLe or IADLa, live in their own
homes or other community-based settings. Only 1.5 million elderly persons reside in
nursing homes.

Paying for Long-Term Care Services

The way long-term care services are financed will remain of great interest to the
103rd Congress. The table below indicates that the Nation spent $60 billion for
nursing home ctre in 1991. Two auurces of payment -- the Medicaid program and out-
of-pocket payments -- account for 90% of this total. This pattern of payment reveals
that the elderly face significant uncovered liability for long-term care and paying for
these services can impoverish many of those needing care.
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Medicaid is the Federal-State health program for the poor. It limits coverage to
those people who are poor by welfare program standards or to those who have become
poor as the result of incurring large medical expenses. Medicaid program data show
that spending for the elderly is driven largely by its coverage of people who have
become poor as the result of depleting assets and income on the cost of nursing home
care. Many elderly people needing long-term care become eligible forMedicaid because
of the high cost of nursing home care, currently averaging in excess of $30,000 per year.
It is the impoverishing consequences of needing nursing home care that has led
policymakers over the years to try to look for alternative ways of financing this care.

National Nursing Home Expenditures, by
Source of Payment, 1991 (9 in billions)

Total Nursing Home Care Spending

Source of spending
Medicaid $28.4
Medicare 2.7
Other Federal 1.1
Other State and local .1

Out-o6pocket payments 25.8
Private insurance 0.6
Other private 1.3

Total 59.9

Source: Health Care Financing
Administration. Detail does not add to
total due to rounding.

The table also indicates that nearly all
private spending for nursing home care is
paid directly by consumers out-of-pocket.
Private insurance coverage for long-term
nursing home care is very limited, with
private insurance payments amounting to
1% of total spending for nursing home
care in 1991. (Private long-term care
insurance is discussed in additional detail
below.) This pattern of private spending
for nursing home care is also a driving
force in the long-term care debate. The
only way individuals have been able to
pay privately for expensive nursing home
care is with their own accumulated
resources and/or income. There now
exists no comprehensive, broadly
affordable system for sharing the risk of
needing nursing home care.

By far the greatest portion of long-term
care spending is for nursing home care. Very little coverage, either through public
programs or private insurance, exists for the ai...--r.-mtive home and community-based
services that the elderly and their families prefer. In 1988 (the last year for which
estimates are available), total home care spending amounted to 18 to 24% of total long-
term care spending. Spending figures do not take into account the substantial support
provided to the elderly by family and friends. Studies have found that more than 70%
of the functionally impaired elderly living in the community rely exclusively on unpaid
sources, generally family and friends, for their care. Surveys have found that eight out
of ten caregivers provide unpaid assistance averaging 4 hours a day, 7 days a week. A
large proportion of caregivers are financially disadvantaged and one in three is in
relatively poor health. Caregiving frequently competes with the demands of
employment and requires caregivers to reduce work hours, take time off without pay,
or quit their jobs.

The table also reveals that Medicare plays a very small role in financing long-term
care services. Medicare, the Federal health insurance program for the elderly and
disabled, is focused primarily on coverage of acute health care costs and was never
envisioned as providing protection for long-term care. Coverage of nursing home care,
for instance, is limited to short-term stays in certain kinds of nursing homes, referred
to as skilled nursing facilities, and only for those people who demonstrate a need for
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daily skilled nursing care following a hospitalization. Many people who require
long-terra nursing home care do not need daily skilled nursing care, and, therefore, do
not qualify for Medicare's benefit. As a result of this restriction, Medicare paid for less
than 4.5% of the Nation's expenditures for nursing home care in 1991.

For similar reasons, Medicare pays for only limited amounts of community-based
long-term care services, primarily through the program's home health benefit. To
qualify for home health services, the person must be in need of skilled nuraing care on
an intermittent basis, or physical or speech therapy. Most chronically impaired peopledo not need skilled care to remain in their homes, but rather nonmedical supportive
care and assistance with basic self-care functions and daily routines that do not require
skilled personnel.

Three other Federal programs the Social Services Block Grant (SSBG), the Older
Americans Act, and the Supplemental Security Income (SSI) program provide support
for community-based long-term care services for impaired elderly people. The SSBG
provides block grants to States for a variety of home-based services for the elderly, as
well as the disabled and children. The Older Americans Act also funds a broad range
of in-home services for the elderly. Under the SSI program, the federally administered
income assistance program for aged, blind, and disabled people, many States provide
supplemental payments to the basic SSI payment to support selected community-based
long-term care services for certain eligible people, including the frail elderly. However,
since funding available for thege three programs is limited, their ability to address the
financing problems in long term care is also limited. In addition to these Federal
programs, a number of States devote significant State funds to home and community-
based long-term care services.

Long-term care financing issues are expected to become more pressing in years to
come, given current demographic trends and projections ofutilization of long-term care
service.. Estimates show that the number of elderly needing long-term care may grow
from 7.1 million to 13.8 million by 2o0, with 5.3 million elderly persons using nursing
home care in that year and the remaining 8.5 million residing in the community.

Major Themes of Reform

Concern about long-term care financing is not new. Creation of Federal task
forces on long-term care issues, as well as Federal investment in research and
demonstration efforts to identify cost-effective "alternatives to institutional care," date
back to the late 1960s and early 1970s when payments for nursing home care began
consuming a growing proportion of Medicaid expenditures. The awareness that public
programs provided only limited support for community-based care, as well as concern
about the fragmentation and lack of coordination in Federal support for long-term care,
led to the development of a number of legislative proposals beginning in the mid-1970s.
Over the years, bills have variously proposed (1) establishing in Medicare new
comprehensive long-term care benefits; (2) consolidating certain existing benefits of the
Medicare, Medicaid, and SSBG programs into a new program of Federal support for
long-term care with uniform benefits and eligibility; and (3) providing block grants to
the States for expanded home and community-based care.
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While a number of proposals to provide for large scalereform have been considered
by Congress over the years, long-term care legislation thus far enacted has taken an
incremental approach, principally through limited expansion of existing program
support for home and community-based services. Congress has proceeded cautiouslyin expanding community-based care for a number of reasons. Federal long-term care
demonstrations have generally shown that expanded community-based services
represent new costs that are not offset by reductions in nursing home spending. In
addition, policymakers are concerned about the unpredictability of the demand for
community-based care, given the current lack of financing for these services and
resulting inadequate information about how people would use services if they were
broadly covered under a public program.

Incremental changes enacted into law have included 1981 legislation authorizing
the Secretary of the Department of Health and HumanServices (DHHS) to allow States
to broaden coverage for a range of community-baaed long-termcare services under their
Medicaid plans (known as home and community-based waiver programs). In 1982,
Congress also established a new Medicare hospice benefit that provides broad home care
coverage to terminally ill Medicare beneficiaries. In 1987, Congress gave States limited
new authority to provide in-home services for the frail elderly under the Older
Americans Act. Most recently, OBRA 90 included provisions that establish in Medicaid
a new optional benefit for home and community-based services for the frail elderly, with
spending capped at a total of $580 million for five years.

Current Legislative Issues
In the context of large Federal budget deficits and increasing spending under the

Medicare and Medicaid programs, it is the issue ofcost, above all, that has provided the
central focus of the long-term care debate. Federal and State Governments already are
spending large sums on long-term care. In 1991, Federal and State spending for
nursing home care largely through the Medicaid program was in excess of $32
billion; and additional amounts were spent for home care. Proposals to expand public
financing of long-term care services beyond the coverage provided by a means-tested
program like Medicaid can require a large additional commitment of funds. The
prospect of large new costs had led to debate, as yet unresolved, about what is the
appropriate role for the public and private sectors in financing expanded long-term carecoverage.

Public and Private Sector Strategies

Policymakers differ in their views about what public and private sector
responsibilities should be in financing long-term care. These views have been reflected
in a broad spectrum of bills that been introduced in recent Congresaes. The 103rd
Congress is likely to see similar approaches embodied in legislation introduced this year.

Those advocating a public sector solution argue that all persons at one time oranother are at risk of needing long-term care, and this risk can be most efficiently
shared by a social insurance program like Medicare that provides coverage to all persons
paying a payroll tax during their workingyears. Public sector advocates also argue that
the need for long-term care is no different from the need for medical care; the elderly
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are not expected to impoverish themselves when they need medical care and should not
be expected to do so when they need long-term care.

Private sector advocates, on the other hand, argue that the country cannot afford
the tax burden asuciated with another entitlement program like Medicare. They also
argue that, since many elderly persons need long-term care at the end of their lives, a
new public entitlement that is not means-tested like Medicaid could have the effect of
using scarce public resources to protect assets for younger generations. Those
advocating private sector solutions focus on private long-term care insurance as the
most promising option for providing greater coverage for nursing home and home care.
They propose a variety of tax incentives to individuals and employers for the purchase
of this insurance so as to encourage the growth of this relatively new market and to
help reduce the high premium costs of policies that most elderly persons cannot now
afford.

Still others advocate a partnership between the public sector and private
insurance. These persons suggest that the cost of long-term care must be shared by
both if a solution is to be found. A broad range of public-private insurance
partnerships have been proposed that would establish a larger or smaller role for
private insurance, depending on the role that the public sector would play in the
particular proposal. Proposals have ranged from partnerships where private insurance
would be limited to paying for cost-sharing charges not covered by comprehensive public
benefits to others where private insurance would provide the bue of coverage and
purchase of qualified policies would be subsidized for those persons with low to
moderate income.

Congress Ism not yet developed a consensus from these divergent viewpoints.
Competing demands from other Federal programs, the existence of Medicaid as a safety-
net program that provides access to long-term care services, an emerging private
insurance market, and the prospect of high costa and new taxes to finance new long-
term care benefits have all served to deter major legislative action.

Private Long-Term Care Insurance

Long-term care insurance is a relatively new, but rapidly growing, market. In
1986, approximately 30 insurers were selling long-term care insurance policies of some
type and an estimated 200,000 people were covered by these policies. By 1987, a DHHS
Task Force un Long-Term Care Insurance found 73 companies writing long-term care
insurance policies covering 423,000 people. As of December 1991, the Health Insurance
Association of America (HIAA) found that more than 2.4 million policies had been sold,
with 135 insurers offering coverage.

Although growth has been considerable in a short period of time, the private
insurance industry has approached this potential market with caution. Insurers are
concerned about the potential for adverse selection for this; product, where only those
people who are likely to need care actually buy insurance. In addition, they point to
the problem of induced demand for services that can be expected to be generated by the
availability of new long-term care insurance. With induced demand, individuals decide
to use more services than they otherwise would because they have insurance and/or will
shift from nonpaid to paid providers for their care. In addition, insurers are concerned
that, given the nature of many chroLic conditions, people who need long-term care will
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need it for the remainder of their lives, resulting in an open-ended liability foe the
insurance company.

As a result of these risks, insurers have designed policies that limit their liability
for paying claims. Policies are medically underwritten to exclude persons with certain
conditions or illnesses. They contain benefit restrictions that limit access to covered
care. Policies also limit the period of coverage they offer, typically to a maximum of
four or five years. In addition, most plans provide indemnity benefits that pay only a
fixed amount for each day of covered service. If these amounts are not updated for
inflation, the protection offered by the policy can be significantly eroded by the time a
person actually needs care. Today policies generally offer some form of inflation
adjustment, but only with significant increases in premium costs.

These design features of long-term care insurance raise issues about the quality
of coverage offered purchasers of policies. The insurance industry has responded to
some of these concerns by offering new products that provide broadened coverage and
fewer restrictions. In addition, the National Association of Insurance Commissioners
(NAIC) has established standards for regulating long-term care insurance that many
States have adopted at least some portion of for regulation of these products in their
jurisdictions.

However, policymakers remain concerned about the need for consistent and
uniform standards for coverage. The General Accounting Office (GAO) has reported
that, while NAIC standards for long-term care insurance have been amended annually
and have improved significantly during the past 5 years, States have lagged in adopting
the revised standards. GAO also noted that, although NAIC standards provide a
foundation for consumer protection, problems remain, including restrictive definitions
that limit access to benefits and lack of protection against loss of financial investment
in a policy. Bills have been introduced in the 103rd Congress to require long-term care
insurance policies to meet certain minimum standards established under State
regulatory programs, or in the absence of State action, by the Secretary of HHS. These
bills include H.R. 132, H.R. 438, and S. 203.

One of the key issues outstanding in the debate on the role private insurance can
play in financing long-term care is the affordability of coverage. HIAA has reported on
the premium costs of policies providing good coverage in December 1991. These policies
paid $80 a day for nursing home care and $40 a day for home health care; they had
lifetime 5% compounded inflation protection, a 20-day deductible period, and a four-year
maximum coverage period. These policies had an average annual premium in December
1991 of $1,781 when purchased at the age of 65 and $5,627 when purchased at the age
of 79. Many elderly people cannot afford these premiums.

The insurance industry bet.i.wee that affordability of premiums can be greatly
enhanced if the pool of those to whom policies are sold is expanded. The industry has
argued that the greatest potential for expanding the pool and reducing premiums lies
with employer-based group coverage. Premiums should be lower in employer-band
group coverage because younger age groups with lower levels of risk of needing
long-term care would be included, allowing insurance companies to build up reserves
to cover future payments of benefits. In addition, group coverage has lower
administrative expenses.
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According to DIAA, 288 employers offered a long-term care insurance plan to theiremployees, as of December 1991. These employer-based plans covered over 200,000employees, their spouses, retirees, parents, and parents-in-law.

But just how broad-based employer interest is in a new long-term care benefit isunclear. Many employers currently face large unfunded liabilities for retiree pensionand health benefits. Also, many employers have recently experienced fairlysubstantialincreases in premiums for their current health benefits plans. Very few employersmake contributions to the premium cost of a long-term care plan. Almost all employersrequire that the employee pay the full premium cost of coverage. In contrast, themajority of medium and large size employers pay the full premium cost of regularhealth care benefits for their employees.

One other suggestion has beenoffered for increasing the affordability and appealof long-terro care insurance. Various States have been exploring an option forencouraging people to purchase insurame
coverage according to the level of gussets theywish to protect. Under this approach, States would extend to people buying policies theprotection of Medicaid without requiring them to deplete assets as they are required todo now. Instead, people would be able to protect assets according to the amount oflong-term care insurance they purchased and obtain Medicaid coverage for care theyneeded after their private policies had ceased providing coverage. Four States(California, Connecticut, Indiana, and New York) have received DIMS approval tooperate such programs. What impact this approach will have on the premium costs andmarketability of private insurance for long-term care is unclear.

Services, Eligibility, Management, and Financing
For those bills proposing new publicly funded or subsidized long-term carebenefits, another set of issues must be resolved. These include: what services shouldbe covered; what eligibility criteria should be used for determining who should receivebenefits and how care for beneficiaries should be managed; what respective roles theFederal and State governments should play in the organization and management of theprogram; what provider reimbarsement strategies should be used; and what financingmechanisms should be used.

Covered Services. Services that are generally considered critical services forchronically impaired elderly people to remain in their homes are nonmedical supportservices, such as homemaker/home health aide services, personal care, adult day care,and services that temporarily relieve family caregivers of their responsibilities(generallyreferred to as respite care). AR recently considered bills proposingnew publicly fundedlong-term care benefits are similar in the comprehensive coverage they would providefor home care. They do so because Federal programs currently providerelatively littlesupport for home care, and these are the services most people prefer.

With regard to nursing home coverage, on the other hand, recent proposals havetaken at least two distinct approaches. Certain proposals would provide comprehensiveFederal coverage for the first months of a nursing home stay, for example, for the first3 or 6 months of a stay. These pro?osals provide what is known as 'front-end"coverage. Their emphasis is on providi ag comprehensive coverage for people during thefirst months of their stay so that ar.er they return to the community their resources
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are intact. Those people with longer stays would use private funds or private insurance
to pay for additional costs not covered by the public program.

Other proposals have been designed to offer more comprehensive Federal nursing
home coverage than the previous approach. They would provide Federal coverage
following a short stay of two or three months in a nursing home, with cost-sharing
after benefits began. Private insurance could cover these costs.

This variation in approaches reflects, in part, the concern of certain policymakers
that expanded nursing home coverage for long stays may end up protecting assets for
some nursing home residents who are never likely to return to the community. The
effect of the expanded coverage, financed with public dollars, may be to protect assets
of the elderly for children or other relatives to inherit.

Eligibility. Bills proposing publicly financed benefits have based eligibility for
long-term care benefits on a person's inability to perform ADLs, including the functions
of bathing, dressing, getting in or out of a bed or chair, or eating. Using ADLs allows
long-term care benefits to be targeted to a limited number of people, and also enables
the new benefit to be provided without regard to certain medical criteria commonly used
to establish eligibility for health benefits. Eligibility criteria for health benefits, such
as prior hospitalization or need for skilled nursing care, often have little to do with the
social service needs of a chronically impaired population and can limit access to services
needed by a long-term care population. Proposals have generally used two or three
limitations in ADLa as a threshold for eligibility, the higher number limiting eligibility
to a more disabled population and covering fewer people. (As noted above, an estimated
3.3 million elderly require assistance with three or more ADLs.)

Recently considered bills have also based eligibility on the existence of cognitive
impairments. Many people suffering from dementia or Alzheimer's disease may be
cognitively impaired, and may not have limitations in ADD:4 but require supervision to
carry out these functions.

While surveys have estimated numbers of elderly with ADL limitations, the
number of persons who would actually try to establish eligibility for new publicly
financed benefits cannot be determined with any certainty. There is very little data on
use of long-term care services in an insured environment. The great majority of elderly
rely on family and friends to provide assistance with their needs. While studies have
shown that families do not withdraw their support when expanded home and
community-based care is provided under federally sponsored demonstration projects,
information does not exist to show what demand for services would be when a program
permanently establishes new publicly financed long-term care benefits. This lack of
certainty about demand for care and resulting costs of new publicly funded benefits
have served to postpone any major action on long-term care.

Role of the States. State governments have substantial responsibility for
long-term care. Not only do States administer home and community-based services
authorized under the Medicaid, SSBG, and Older Americans Act programs, they also
have responsibility for implementation and oversight of Federal standards governing
nursing homes and home health care agencies receiving reimbursement under the
Medicaid and Medicare programs. Over the past 10-15 years, some States have made
major strides in dealing with the complexities involved in coordinating the various
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Federal home and community-based long-term care programs to overcome what they
believe is a bias in Federal funding for institutional care.

State initiatives have included development of methods to control access to
institutions through preadmission screening mechanisms; development of case
management systems to authorize and control use of community-based services
(sometimes through designation of local agencies to act as single entry points for
long-term care services); and consolidation of State administration of the various
long-term care services programs. In addition, some States have spent substantial State
dollars to support home and community-based long-term care services to be responsive
to the strong preference of the elderly for such care.

Some observers point out that a State role in the administration of an expanded
publicly funded long-term care program may compromise a uniform national benefit,
with the possibility of inconsistency in States' interpretations of Federal policies. Other
analysts and State officials argue that States already have experience in coordinating
and administering nonmedical long-term care benefits and are also in a good position
to oversee the multiplicity of local providers that would be involved in providing long-
term care.

Enacted legislation that has incrementally expanded nonmedical home and
community-based services, such as the Medicaid waiver programs and the Older
Americans Act, has built upon existing State roles. Recently considered proposals have
provided for a major role for the States in administering new benefits, and it is likely
that similar proposals will be considered by the 103rd Congress.

Role of Case Management. Case management generally refers to ways of
matching services to an individual's needs. In the context of long-term care, case
management generally includes the following components: screening and assessment
to determine an individual's eligibility and need for a given service or program;
development of a plan of care specifying the types and amounts of care to be provided;
authorization and arrangement for delivery of services; and monitoring and
reassessment of the need for services on a periodic basis.

Some State and local agencies have incorporated case management as a basic part
of their long-term care systems development. The availability of Medicaid funds under
the home and community-based waiver programs has spurred the development of case
management services; but, other sources of funds have been used by States to develop
case management ayatems, including State-only funds, SSBG, and the Older Americans
Act.

Case management is carried out in a wide variety of ways. Organizational
arrangements may range from centralized systems to those in which some case
management functions are conducted by different agencies. Case management may be
provided by many community organizations, including home health agencies, area
agencies on aging, and other social service or health agencies. In some cases where
statewide long-term care systems have been developed, one agency at the community
level has been designated to perform case management functions, thereby establishing
a single point of access to long-term care services.

CRS-9
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While there seems to be a certain degree of consensus as to the promise case
management offers as a means to control utilization of long-term care services as well
as to coordinate services, there is not yet agreement as to the most effective way to
incorporate case management functions into expanded long-term care benefits.
Proposals have designated a number of different agencies to carry out some or all of the
case-management functions.

Reimbursement. The way long-term care services are reimbursed will have a
significant impact on expenditures under any new program, Medicare currently
reimburses covered home health and nursing home services on the basis of reasonable
costs (defined by the program) that have actually been incurred for care provided to
program beneficiaries, up to specified limits. This method has been criticized on a
number of grounds, including its lack of incentives for providers to maximize efficiency
and minimize costs. Most States use, at least in part, a prospective payment method
for reimbursing nursing home care under their Medicaid programs. Prospective
payment reimbursement establishes, in advance of the time when services are provided,
payment rates for care on a per visit, per case, per month, or other basis. Many long-
term care proposals have required that reimbursement for community and/or nursing
home care be based on annual budgets, fee schedules, or some other prospectively
determined reimbursement mechanism, established by the Secretary.

Various Federal long-term care demonstrations have attempted to control
payments for expanded home and community-based care by establishing caps on
amounts that can be spent for services. Generally these have been linked to average
Medicaid payments for nursing home care in the State, on the assumption that
expanded services will serve as a substitute for institutional care and should cost less.
The National Long-Term Care Channeling Demonstration, for example, required that
average per client expenditures for expanded community-based care not exceed 60% of
the average of the State's Medicaid rates for nursing homes in the demonstration area.
Proposals have generally used some variation of this cap concept.

Financing. Bills proposing new publicly funded long-term care benefits recognize
that new revenues would be required to finance these benefits. These new revenues are
not insignificant, given the costs of proposals covering both nursing home and home
care benefits. Certain bills providing coverage for nursing home and home care
introduced in the 102nd Congress had estimated new Federal costs of $45-60 billion in
the first full year of implementation. To finance new expenditures, bills variously
propose increases in individual and corporate income taxes, increases in payroll taxes,
including elimination of the cap on income subject to the Medicare payroll tax, increases
in cigarette and alcohol taxes, and new estate taxes (on the grounds that expanded
long-term care coverage under a public program protects assets that would be inherited
by children or others). Bills that propose to provide tax incentives for the purchase of
private insurance for long-term care also require new Federal expenditures, specifically
tax expenditures that represent revenues lost to the Treasury. It is the tax burden
associated with new long-term care benefits that has discouraged Congress from action
in this area.
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LEGISLATION

HR. 132 (Collin.)
Long-Term Care Insurance Standards and Consumer Protection Act of 1993.

Establishes new Title XXI in t.he Social Security Act to require long-term care
insurance policies to meet minimum standards specified in State regulatory programs
approved by the Secretary of IIHS. In the absence of approved State programs, policies
would have to be certified by the Secretary. Requires policies to include nonforfeiture
protection and to offer the option of inflation protection. Introduced Jan. 5, 1993;
referred to Committee on Energy and Commerce.

Hit 438 (Wyden)
Long-Term Care Insurance Consumer Protection Act of 1993. Amends Title XIX

of the Social Security Act to require long-term care insurance policies to meet certain
minimum standards specified in State regulatory programs approved by the Secretary
of HHS. In the absence of approved State programs, policies would have to be certified
by the Secretary. Requires policies to include inflation and nonforfeiture protection.
Introduced Jan. 5, 1993; referred to Committee on Energy and Commerce.

S. 203 (Kennedy)
Long-Term Care Insurance Standards and Accountability Act of 1993. Amends the

Public Health Service Act to require long-term care insurance policies to meet certain
minimum standards specified in State regulatory programs approved by the Secretary
of FIHS. In the absence of approved State programs, policies would have to be certified
by the Secretary. Requires policies to include nonforfeiture protection and to offer the
option of inflation protection. Introduced Jan. 26, 1993; referred to Committee on
Labor and Human Resources.

FOR ADDITIONAL READING

U.S. Bipartisan Commission on Comprehensive Health Care, A Call for Action, Final
Report, Sept. 1990, Washington, D.C.

U.S. Congress, Congressional Budget Office, Policy Choices for Long-Term Care, June
1991, Washington, D.C.
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SUMMARY

Financing long-term care (LTC) services presents policymakers with a
dilemma because the various goals of policy that many see as desirable
are inherently inconsistent. In particular, containing the burgeoning
total costs of LTC that are anticipated under current policies conflicts
with providing better protection for LTC users against the out-of-
pocket costs of this care, broadening the range of services available,
and improving their quality.

Total LTC expenditures, and the amount that federal taxpayers
fund under current law, are projected to rise rapidly because of the ag-
ing of the baby-boom generation, imprcvements in life expectancy, and
rates of price increase for LTC services that exceed general inflation.
Although medical research may be able to reduce future care require-
ments by finding ways to prevent the need for care, the policy dilemma
will remain.

Some observers--"fiscal critics" of the present system--consider
that both the level and expected growth rate of federal LTC costs are
unacceptably high and that the private sector should therefore play a
larger role in financing LTC services. Other observers--"performance
critics" of the present system--consider that the system provides too
little financial protection for people who need extended and, in many
cases, very costly LTC services. They also want a broader range and
higher quality of services to be available. Yet policy changes Viat
would expand access to services and reduce the financial burden on in-
dividuals requiring them would in general increase total expenditures.
Most changes would also raise federal outlaysperhaps by billions of
dollars annually--beyond the increases projected under current law.

BACKGROUND

Long-term care services are rehabilitative, medical, and supportive
social services of various kinds for people who have functional limita-

Reprinted from Policy Choices for Long-Term Care. Washington, Congressional
Budget Office, 1991. p. ix-xxii.
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tions or chronic health conditions and who need ongoing health care or
assistance with normal activities of daily living. These services in-
clude nursing home care and a range of home- and community-based
(H&CB) services.

Although most people who need LTC receive it in the form of
unpaid care from family members and friends, paid services are a big
business that amounted to nearly $58 billion in fiscal year 1988 (see
Summary Table 1). As the baby-boom generation ages, the LTC busi-
ness will grow (see Summary Figure 1 for projected use of the principal
torm of care). Governments already pay half the total cost, mainly
through the Medicaid program, and face the prospect of rapid growth
in spending under current policy. Moreover, the prospects for avoiding
the projected increases in federal outlays are bleak because the most
effective mechanisms for doing so are already in place: individuals are
now required to exhaust most of their own resources before receiving
publicly subsidized care, the range of subsidized services is narrowly
defined, and the states are already required to share in the costs of the
Medicaid programs that they administer.

Complicating the challenge for policymakers is that the nature of
the alleged problem of access to services in the current system is
unclear. Despite anecdotal accounts of shortcomings in available LTC,
there is little reliable quantitative evidence from nationwide studies
showing that significant numbers of people fail to receive needed
assistance. This dearth of evidence could imply that no real problem
with shortages of LTC or unmet needs for LIC exists; it might, on the
other hand, simply reflect a lack of consensus on what constitutes a
"shortage" or on what is "needed" or "adequate" care. Finally, con-
cerns about access might be of a quite different kind--reflecting, for in-
stance, dissatisfaction with the financial terms on which access is cur-
rently available, or subjective evaluations of the scale, appropriate-
ness, quality, or flexibility of care under the present system. Regard-
less of the nature of the access problem, however, a clear trade-off
exists between modifying the LTC system to reduce individuals'
financial vulnerability and the public and private costs of doing so.

4
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SUMMARY TABLE 1. ESTIMATED TOTAL SPENDING ON LONG-
TERM CARE SERVICES BY TYPE OF
SERVICE AND SOURCE OF PAYMENT,
FISCAL YEAR 1988 (In billions of dollars)

Payment Source
Nursing

Home Cares

Home- and
Community-
Based Careb Total

Total 44.3 13.6 57.8

Federal 13.3 5.0 18.3
Medicare 0.9 2.4 3.3
Medicaid 11.5 1.3 12.9
VA and otherc 0.9 1.2 2.2

State and Local 9.5 2.6 12.1
Medicaid 9.4 1.1 10.5
Otherd e 1.5 1.6

Private 21.5 6.0 27.5
Out-of-pocket 20.2 5.1 25.3
Health insurance f 0.2 0.2
Others 1.3 0.7 1.9

SOURCE- Congressional Budget Office calculations based on estimates from Actuarial Research
Corporation

NOTE VA = Department of Veterans Affairs.

Nursing home care includes services provided in skilled nursing facilities. Intermediate care
facilities, combinations of skilled and intermediate nursing facilities, intermediate care facilities for
mentally retarded people, and noncertified facilities providing some nursing care.

b Home. and community.based care includes nursing care, speech therapy, physical therapy. occu-
pational therapy. services provided by home health aides and homemakera, medical social aervices.
home-delivered and center-based meals, adult day care, senior centers, and transportation services.

c Federal paymenta for home- and community-I:seed care services are also provided under the Older
Americans Act and OK Social Services Block Grant.

d Other state funding includes Medicaid-related payments for which there wail no federal matching
and funding from state general revenues

e Less than $50 million.

f Not separately identified Included with -other pn vete."

g Other pnvate source. of payment include private organization. and. for nursing home tare, pnvate
insurance

4 t 7
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Summary figure 1.
Projected '.:;:mter of Nursing Home Residents,
by Age of Resident and Year

4

llin Home Residents (Millions)

1990 2000 2010 2020 2030 2040 2050

SOURCE- Congressional ludget Office cakulations based on middle series projections in Burial/ of
the Census, Current Population Reports, sewes P-25, no. 1010 (January 1989)

NOTE. The cakulations assume that age-spacific rates of use of nursing home beds will remain at
1905 levels.

ISSUES

Long-term care policy might have several goals. It codd aim to:

o Ensure that services are available, whether or not the people
needing them can pay for them;

o Ensure that these services are of satisfactory quality;

O Protect individuals needing services against their potentially
catastrophic costs; and
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o Avoid unnecessary federal outlays and contain their aggre-
gate level.

People disagree, however, about the priority of these goals relative to
other urgent fiscal concerns--not the least of which is reducing the
federal deficit--and relative to one another. What weight, for example,
should be given to the goal of providing financial protection against
LTC costs? The Medicaid program is designed to address the goal of
making LTC services available, but generally provides little protection
for people's own resources because they remain ineligible until they
have spent all but defined amounts of their resources on care.

Issues Relating to Financial Protection for Individuals

Policymakers who wished to extend financial protection against the
catastrophic costs of LTC would need to make four sets of choices in de-
signing policies to do so. These choices concern the mechanism for pro-
viding financial protection, the range of services to be covered, the
specific groups to be targeted for public assistance, and the division of
responsibility between the public and private sectors and among the
levels of government.

Selecting a Mechanism for Providing Financial Protection. The first
choice would be to decide among alternative methods for providing
protection against the high costs of LTC. Possible mechanisms include
encouraging greater personal saving, establishing risk-pooling ar-
rangements, providing subsidies that would be related to people's re-
sources, or combining these strategies.

o Incentives to sa%e are intended to augment personal re-
sources and so to promote self-sufficiency in purchasing
needed LTC services. These incentives, though, appear more
likely to increase the net cost of LTC to the public sector than
to reduce it.

o Risk-pooling arrangements would involve generally avail-
able insurance or prepaid care mechanisms through which
nonusers and users of services at all income and asset levels

4 9
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could share the financia! risks associated with LTC use. Un-
regulated private markets for LTC insurance, however, ap-
pear subject to market failure in ways that result in too little
coverage.

o Resource-related subsidies, if used alone, would make LTC
services available at subsidized prices for people with limited
resources. A policy on user charges would specify how price
subsidies wol. '4 relate to the number of services used, the
cost of each service, and the individual's level of privately
available resources. The subsidies, however, would normally
be financed by taxpayers.

o These three strategies could also be combined in various
ways. In particular, combining risk-pooling arrangements
with resource-related subsidies would create the option of
subsidizing the participation of low-income people in any
risk-pooling arrangements established for LTC. Subsidies
for risk-pooling arrangements would also be borne by tax-
payers.

Selecting the Services to be Covered The second choice relates to the
range of services for which financial protection would be offered. At
issue are questions of balance within the overall mix of LTC services:
balance between residential and nonresidential forms of care--for ex-
ample, whether financial protection would be provided against the
costs of all LTC services, or only nursing home care; balance within
residential forms of care among nursing homes and other types of
facilities that offer supportive or therapeutic care in a less restrictive
setting; and balance within nonresidential forms of care among vari-
ous in-home and community-based services.

Concerning the balance between residential and nonresidential
forms of care, the critical policy question is the extent to which society
is prepared to offer financial protection against the costs of H&CB care
that may increase the quality of life for frail and functionally de-
pendent people and their unpaid caregivers. This question is crucial
because the evidence suggests thtt expanding conventional H&CB

4 4: o
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programs would not reduce aggregate public LTC expenditures and
could increase them considerably.

Targeting Assistance. The third choice concerns the specific groups
toward whom public funds would be targeted if limitations on funding
made such targeting the preferred approach. The possible criteria for
defining target groups include age, duration of the need for services,
the level of functional limitations, and the level of private resources
available to LTC recipients or their families.

Assigning Responsibilities Within the LTC System. The fourth choice
concerns how to divide responsibility within the LTC system among
the private sector, state and local governments, and the federal gov-
ernment. Relevant areas of responsibility include determining the fea-
tures of the LTC system, administering the system, and financing the
paid care that is provided.

Issues Relating to Total and Federal Costs

Virtually any LTC policy changes that would reduce financial vul-
nerability could be expected to increase total expenditures for LTC
They could also be expected to increase either federal outlays for LTC
or the federal revenue losses associated with tax preferences for pri-
vate LTC expenditures.

Policy changes to improve financial protection under voluntary ar-
rangements would need either to increase the private resources avail-
able to purchase LTC services or to reduce the out-of-pocket cost of
using services (which is the effective price of these services). Measures
that would increase private resources--for example, tax incentives for
private saving dedicated to LTC services--would probably reduce fed-
eral revenue by more than they would reduce Medicaid outlays. Mea-
sures that would reduce the out-of-pocket .cost of using services would
lead people to change--and in many cases to raise--the amounts, kinds,
and quality of services they used in ways that would increase overall
costs.

4 ? 1



420

ivi POLICY CHOICES FOR LONG-TERM CARE Julie UM

Increased private resources and lower effective prices for services
would each increase use. If the supply of LTC services expanded less
quickly, at least in the short run, then their prices would rise as well.
Both effects would directly increase total costs and governmental costs.
In addition, there could be indirect effects on costs. Attitudes toward
the acceptability of paid LTC services might change, further increas-
ing their use and cost, although the magnitude of these behavioral
changes is unpredictable. Moreover, if accepted standards of care also
rose, Medicaid would be expected to meet them, thereby indirectly in-
creasing federal and state expenditures.

Proposals to improve financial protection need not expand the
relative role of the federal government, however, although the ab-
solute level of federal outlays or revenue losses would probably rise.
For example, the federal government could continue to share program
costs with the states in the same proportions as at present.

Historically, it appears that most growth in Medicaid's real spend-
ing on nursing home care has reflected growth in the number of days of
nursing home care for which Medicaid paid rather than real growth in
the cost of a day of care. In turn, growth in the number of nursing
home days of care for which Medicaid paid appears to have resulted
more from growth in days of care per recipient than from growth in the
number of recipients.

OPTIONS

Two broad approaches to modifying the LTC system are possible. One
approach would retain both the current division of responsibility for
LTC and Medicaid's basic character as an income-tested and asset-
tested program. It would address specific problems in the design of the
Medicaid program through changes that could be implemented incre-
mentally, depending on priorities and the availability of funds. The
other broad approach would more fundamentally restructure the sys-
tems for financing and delivering long-term care. In the process, it
would substantially modify the division of responsibility for that care.

4
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Numerous options are available under each approach. The Sum-
mary Box classifies many of these options by the extent and type of
changes they would make in responsibilities within the LTC system.

Incremental Options

Five illustrative options for changes in Medicaid would address vari-
ous goals of LTC policy. Two of the options would increase both the
availability of services and financial protection against their costs by
establishing medically needy programs in all states and by broadening
the availability of H&CB services for severely dependent people. Two
additional options are designed to help contain net public outlays for
LTC. One would tighten estate-recovery processes. The other would
incorporate two approaches, whose effectiveness in containing pro-
gram costs has been asserted but remains unproven. This option would
regulate growth in the number of nursing home beds eligible for fed-
eral funding and extend the requirement for preadmission screening to
a wider group of nursing home applicants. The remaining option could
make a modest contribution to enhancing the quality of life for resi-
dents in nursing homes by raising and indexing the personal needs
allowance, which enables Medicaid-eligible nursing home residents to
make limited personal purchases.

Overall, these illustrative options could provide increased finan-
cial protection for a broader range of services, could make this pro-
tection more uniform across the states, and might increase the quality
of life for some people needing LTC services. They would do so, how-
ever, at additional cost to taxpayers, and they would in some respects
restrict the freedom of states to experiment and to determine the scope
and structure of Medicaid in light of local conditions and values. They
would also include features designed to contain costs that might prove
ineffective or inimical to promoting both access and quality.
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SUMMARY BOX
Illustrative Polley Options for Long-Term Care

Implement Incremental Changes Within Medicaid

o Mandate medically needy programs for LTC services.

o Expand the availability of home- and community-based services for severe-
ly dependent people.

o Tighten estate-recovery processes and rules.

o Mandate state regulation of growth in the number of nursing home beds and
preadmission screening for additional nursing home applicants

o Raise and index the personal needs allowance.

Expand Role of Private Sector

o Introduce refundable income tax credit for expenditures on private LTC
insurance

o Require employers to arrange community-rated group LTC insurance cov-
erage for employees and their family members and require employees to
purchase it. possibly with a subsidy from emp).-yers or taxpayers.

o Change the tax treatment of retirement income and insurance plans to
facilitate combined insurance against the needs for retirement income. LTC.
and income for survivors.

Expand Role of State Governments

o Replace current federal LTC expenditures with an indexed block grant and
transfer most policy and administrative responsibility for LTC to the states

o Replace current federal LTC expenditures with block grant designed to
grow in real terms and to help finance state-administered system of case-
managed care that would satisfy federal guidelines.

Expand Role of Federal Government

o Establish social insurance offering comprehensive coverage

o Establish social insurance covering an initial period attire ("front end")

o Establish social insurance covering care after an initial period (-back end")

o Establish social insurance covering people with assets below the median
level.

o Establish social insurance covering nursing home care only

4 ? 4
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Options that Would Substantially Modify the Division
of Responsibility for Lone.erm Care

Options that'would more fundamentally restructure the financing and
delivery of LTC can be grouped into three strategies. In essence, these
strategies would expand the roles of the private sector, of the states,
and of the federal government, respectively.

Expand the Role of the Private Sector. One strategy would provide
public subsidies or regulatory support for participation in LTC fi-
nancing arrangements that are under private auspices. This strategy
would make greater use of the private sector--in providing or chan-
neling funds to pay for services supplied by private organizations--but
it would not necessarily reduce taxpayers' costs and could increase
them. It could include subsidizing either private LTC insurance or pri-
vate saving for LTC, while retaining a residual welfare program for
people unable to secure needed care because they were poor or were de-
nied insurance coverage on health grounds.

A refundable income tax credit for private LTC insurance, for ex-
ample, would represent a flexible policy option that could substantially
increase financial protection for those purchasing coverage and that
might appreciably reduce Medicaid costs in the long run, although not
necessarily by more than it would reduce tax revenues. Subsidizing
private insurance for individuals, however, would not assist people
with preexisting conditions that imply a current or future need for
LTC, and it could require considerable regulation of the LTC insurance
industry (which has yet to demonstrate either long-term commercial
viability or large-scale consumer appeal). Moreover, the level of public
subsidies--and hence of public expenditures--that would be required to
achieve widespread insurance coverage under the option would almost
certainly be large but cannot be quantified precisely.

Another option would require employers to arrange coverage for
most employees and their family members under a community-rated,
group LTC insurance policy with a standard package of vested, pre-
funded, indexed benefits that could be preserved by people leaving em-
ployment. Employees could be required to pay premiums from after-
tax income with no public subsidy, or employees' premium payments

4 5
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could qualify for a refundable income tax credit as in the previous
option, or any employer contributions could receive a degree of tax
preference similar to that for employer pension contributions. This
option could progressively establish widespread LTC insurance cov-
erage. Because premiums would be community-rated, no one could be
denied coverage because of preexisting conditions. Coverage would be
achieved, however, by compelling LTC insurers to offer such coverage,
employers to sponsor it, and employees to purchase it. Also, the federal
government might in practice become the reinsurer of last resort,
assuming ultimate financial liability if the insurance arrangements
collapsed.

The illustrative option to promote saving for LTC, which can also
be thought of as self-insurance, would make it easier for people to
accumulate contingent assets (those that become available to their
owners in defined circumstances). The option would change the tax
treatment of retirement income and insurance plans to permit com-
bined insurance against the needs for retirement income, LTC, and
income for survivors. It would thus integrate private saving for LTC
with the broader system of private saving for retirement income sup-
port. Cash benefits in the integrated system would then reflect
health-induced variations in financial need among retirees. Providing
benefits in cash, however, might lead to increased demand, more rapid
growth in LTC prices, and cash payment for care that is currently un-
paid. Moreover, information on which to base the levels of benefits and
premiums in an integrated system is quite limited.

Expand the Role of the States. A second strategy would involve
providing LTC block grants to the states in place of current federal
LTC funding under Medicaid, Medicare, and portions of the Older
Americans Act and the Social Services Block Grant. To qualify for the
grants, state LTC programs would need to satisfy certain federal con-
ditions. This option is compatible with a broad range of levels of fed-
eral financial commitment and policy responsibility for LTC. Federal
funding under this option could vary from its present level, indexed
only for inflation, to levels determined by a formula that could reflect
the age structure of a state's populationfor example, by incorporating
progressively higher capitation rates for successively older cohortsas
well as the state's average per capita income. Similarly, conditions of

4 26
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the grant could vary from a mere requirement that states maintain
their current inflation-adjusted funding levels for LTC to extensive
provisions that would specify the minimum scope of coverage or re-
quirements for LTC delivery systems.

This strategy would impose a predictable ceiling on federal outlays
for LTC and would permit real growth in these outlays to be contained
as desired. Some options under this strategy could dramatically lower
federal costs compared with current law, but in doing so they would
either transfer these costs to the states at a time when the population
requiring LTC is expected to balloon or increase the costs being borne
by those using LTC services and their families. Other options that
involved higher levels of federal funding would enable the federal
government to limit its outlays but retain significant influence over
LTC policy. States might fear, however, that the federal financial com-
mitment would be reduced after they had accepted greater financial,
policy, and administrative responsibility for future systems of LTC.

Expand the Role of the Federal Government. A third strategy would
involve a new social insurance program that would provide a legis-
latively based entitlement to defined LTC services for individuals as-
sessed as having specified functional limitations. The most compre-
hensive option under this strategy would provide a full range of needed
services to all people qualifying for the entitlement. Other options
would adopt differing criteria to limit the scope of coverage and thus
the implied increase in federal LTC costs. These criteria could limit
coverage based on the duration of care (for example, covering only the
"front end" or "back end" of care), the asset level of the care recipient
(for example, covering only people with assets below the median level),
or the type of care required (for example, covering only nursing home
care).

By creating a new social insurance program, this strategy would
spread the financial risks associated with the use of covered LTC
across the whole population and would thereby provide a high degree
of financial protection against the tosts of this care. This approach
would integrate not only the financing of LTC, but possibly also its
delivery, and would provide all eligible people throughout the country
with a similar opportunity to receive neeled care.
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The major drawback is that total federal LTC outlays would be
much higher than under current law: more people needing LTC would
qualify for assistance; a larger share of the services they received
would be federally financed; people would seek more services than if
they were paying fully for the care themselves; and the increase in
demand could raise the unit price of LTC services. Moreover, assess-
ment processes that were developed for research and clinical purposes,
rather than as administrative criteria for determining an entitlement
to benefits, would have a primary role in determining not only each
individual's entitlement but also total spending on the program.
People needing costly LTC services might characterize their problems
more seriously to assessors who controlled access to the desired ser-
vices. As a result, the number of people assessed as eligible for services
under the entitlement could increase to an unknown degree. Conse-
quently, public-sector costs under this strategy--especially for H&CF1
carewould not only be high but would also be subject to significant
uncerta inty.
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NATIONAL HEALTH CARE:

HOW CAN THE FEDERAL GOVERNMENT INCREASE ACCESS
TO HEALTH CARE TO UNITED STATES CITIZENS?

This bibliography provides citations to assist high school debaters with research on
the 1993-1994 high school debate topic on National health care. This bibliography is divided
into four major sections, representing the general debate topic and the three specific
resolutions. Each citation is listed only once. Therefore, debaters are encouraged to scan
related sections because of the interrelatedness of this topic.

Monographs, journal and magazine articles, congreasional publications, and reports
from 1989 tb the present are included. The majority of the citations were obtained from the
computerized bibliographic database created and maintained by the Congressional Research
Service's Library Services Division. Other materials were selected from the collections of the
Library of Congress and the Congressional Research Service.

The General section addresses the problem of access to health care. It also treats the
different population groups involved before considering policy alternatives. The second section
includes material on the uninsured, national health insurance, comparative and foreign health
systems, and proposals to improve access to health insurance. The third section focuses on the
rise of health care costs and what should be done to control costs in the future. The final
section includes material on catastrophic illnesses, Medicare's Catastrophic Health Insurance
Act of 1988, and long-term care. The last section contains earlier materials dating back to the
early 1980s, when catastrophic coverage was of major concern.

This bibliography is not intended to serve as a comprehensive list of all resources in
the field of health care. It is an introduction to materials available on the debate topic. Many
of the items included in this bibliography contain footnotes or their own bibliographies; these
can be effective tools for finding supplementary material.

More information on all of these subjects can be obtained through further library
research. A CRS prepared research guide follows the bibliography, with basic information for
finding additional material.

The author wishes to thank her colleagues in the Congressional Research Service for
their help in the preparation of this bibliography. Thanks are also extended to Edith Sutterlin,
Library Services Division; Nonna A. Noto, Economics Division; Fran Larkins, Congressional
Reference Division; and Janet L. Kline, Section Head, and analysts Edward R. Klebe, Beth C.
Fuchs, Mark Merlis, Jennifer O'Sullivan, and Richard Price, Health Section, Education and
Public Welfare Division, for their review of this product. Allison Level, Science Reference
librarian, Library of Congress, also provided valuable assistance.
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NATIONAL HEALTH CARE: HOW CAN THE FEDERAL GOVERNMENT INCREASE
ACCESS TO HEALTH CARE TO UNITED STATES CITIZENS?

L GENKRAL

Aaron, Henry J.
Looking backward: 2001-1991: the history of the Health Care Financing and Reform
Act of 1988. Brookings review, v. 9, summer 1991: 40-45.

'The start of the new millennium is an appropriate time to look back at the
enactment of on* of the twentieth century's most important pieces of mocial
the Health Care Financing and Reform Act of 1988. This statute, which will shape
U.S. health care policy for much of the 21st century, promises to achieve two'
long-sought but elusive goalsassuring access to health care for all Americana and
controlling explosively rising health ears coet.'

A prescription for health care. In Setting national priorities: policy for the nineties.
Henry J. Aaron, editor. Washington, Brookings Institution, 1990. p. 249-291.

Recommends a health financing program for the nineties. "To achieve universal
coverage, the federal government would first mandate coverage for workers with
significant attachment to the labor force and for their immediate families .... Second,

backup plan providing the same benefits required of employer-sponsored plans would
be provided for all thom not covered at work. This plan would cover the elderly and
disabled who are currently covered by medicare .... Third, the burden of controlling
costs would rest with reeional, state, or local organizations ('finance agents') charged
with negotiating physicians' fees and hoepital budgets for all payers, private as well as
public.'

ACOSIMP to medical care for Black and White Americans. JAMA [Journal of the American
Medical Association), v. 261, Jan. 13, 1989: 278-281.

'A 1986 national survey of use of health services shows a significant deficit in
accem to health care among black compared with white Americans. This gap was
experienced by all income levels of black Americans. In addition, the study points to
significant underuse by blacks of needed medical care. Moreover, blacks compared with
whites are lea likely to be satisfied with the qualitative ways their physicians treat
them when they are ill, more dimatisfied with the care they receive when hospitalized,
and more likely to believe that the duration of their hospitalization is too short.'

Access to prenatal care following major Medicaid eligibility expansions. JAMA (Journal of
the American Medical Association), v. 269, Mar. 10, 1993: 1286-1289.

Found that 'lack of private insurance was strong risk for no (prenatal) care."
Financial barriers proved difficult for medical patienta as well as the uninsured, and
often resulted in delayed initiation of prenatal care, even when it was availeble.

Aday, Lu Ann.
At risk in America: the health and health care needs of vulnerable populations in the
United States. San Francisco, Jossey-Baas Publishers, 1993. (The loamy-Baas health
eerie.)

This book will be available later in 1993.

Adolescent health. Washington, Office of Technology Assessment, for sale by the Supt. of
Does., G.P.O., 1991. 3 v. (188, 762, 303 p.)

Contents.Vol. I: Summary and policy options.Vol. II: Background and the
effectivenese of selected prevention and treatment services.Vol. Croeseutting
issus in the delivery of health and related services.

AFICPR purpose and programa. Washington, U.S. Public Health Service, 1990. 14 p.
'The purpose of the Agency for Health Care Policy and Remarch (AHCPR) ie to

enhance the quality, appropriateness, and effectiveness of health care services and to
improve accen to that care. Created in December 1989, AFICPR is the Federal
Government's focal point for medical effectiveness and health services reesarch.'

American health policy: critical issues for reform. Edited by Robert B. Helms. Washington,
AEI Prose, publisher for the American Enterprise Institute, 1992.
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Brooks, Duraldo D. Smith, David R. Anderson, Ron J.
Medical apartheid: an American perspective. JAMA (Journal of the American Medical
Association), v. 266, Nov. 10, 1991: 2746-2749.

Cheers.. 'fbnctional apartheid' in medical care and medical economics in the
United States, resulting in a poorer health status and higher mortality rate for
American minorities. Notes differences and similarities with problems in the South
African Issolth care system.

Budetti, Peter P.
Achieving uniform Federal primary care policy: opportunities presented by national
health reform. JAMA (Journal of the American Medical Association), v. 269, Jen. 21,
1993: 498-601.

Urges 'explicit consideration' be given to developing coherent primary care
policy. IdentiBes obstacle, within four categories: education and training, physician
payment, the service delivery arum, and research.

Burgeas, James F., Jr. Stew, Theodore.
Federal provision of health care: creating access for the underinsured. Journal of
health care for the poor and underserved, v. 1, spring 1991: 364-387.

'The federal health care system for veterans I. used as a model for exploring
problems that must be solved in a universal access plan. The discussion focuses on the
effects of competition for patient. and health care resources on wets, innovation,
regulation, and quality.'

Burke, Marybeth.
Comprehensive vs. incremental reform: the debate intensifies. Hospitals, v. 66, Mar.
20, 1992: 38, 40, 42.

Truident Bush's entry last month into the health care reform fray with his own
reform proposal has officially triggered a partisan call to arms. It has also intensified
the current debate over whether the U.S. health care system requires incremental or
comprehensive reform.'

Business leaders' views on American health care. Health affairs, v. 10, spring 1991: 98-106.
' This survey of 384 top executives of the nation's largest companiesemploying

ten million individualsreveal, nascent political will among business leaders to
proceed with major changes in the health care system. Preseure from rising wets of
providing health care coverage to their workers may be the single most important
factor stimulating executive.' current high level of interest in systam reform.'

Butler, Charles F. Addicott, James W.
Dignity or despair: health care in the United States. San Jade, Calif., Financial Arena,
1989. 202 p.

Butler, Stuart.
Freeing health care. National review, v. 41, Dec. 22, 1989: 34-38.

' Conservatives should not deny the goal of access to affordable health care, as
they have done in the part. Instead, they should argue that only by changing direction
completely, introducing a real market in health care rather than trying to eupprese all
vestiges of pricing and competition, will Americans ever achieve affordable health care
for all.'

Care and coet: current issues in health policy. Edited by Kenneth McLennan and Jack A.
Meyer. Boulder, Westview Press, 1989. 231 p. (Weetview special studiee in health
care and medical science)

' A publication of the Committee for Economic Development.'

Challenges and opportunities: iasues facing the U.S. health care system. Washington,
Employee Benefit Research Institute, 1991. 26 p. (EBIU special report, SR-13)

Focuses on 'costs, quality, and acmes.' Includes statistical information on
national health expenditures, barriers to access, and the identity of the uninsured.

Changing U.S. health care: a study of four metropolitan areas. Eli Ginsberg, Howard
Berliner, Miriam Odow, and associates, et al. Boulder, Westview Press, 1992.
(Conservation of human resources studiee in health policy)

Municipal Health Services Program (U.S.)
TWA book will be available later in 1993.
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Clancy., Frank.
Rural U. Harroweenith, v. 7, gar.-Apr. 1992: 31-37.

Descrilms how, despite 'a dire shortage of physicians, nurses and other health care
workers in rural areas,' Barrett Memorial Hospitel in Beaverhead County, Montana,
has successfully pioneered a low-birthweight-premation program snd other public
heath innovations to survive in the flames.

Cohen, JilL
Atoms to medical care for HIV-infected individuals under the Americans with
Disabilities Act: a duty to treat. American journal of law and medicine, v. 18, no. 3,
1992: 233-260.

'Uncovers Congress'. intent to impom a duty on health cars providers to treat
people with dimbilitias unless an individual poses 'direct threat' to the health or
safety of others.'

Colon, P. A. Colon, A. R.
The health of America's children. In Ce 'ring for America's children. New York,
Academy of Political Science, 1989. p. 45-57.

'Poverty will continue to have a strong effect on the health and wall-being of the
nation. Other issues that involve millions of Americans are accede to health care, the
utilisation of health-cere facilities, and the response to health-education programs. No
less then a national referendum is called for in commitment of ell citizens to
participate in bequerting healthy future to our children.'

Connelly, Julia E.
Medical care in rural America. World & I, v. 6, June 1991: 569-581.

-The lack of physicians is a common occurrence in many rural communities acmes
America and limits access to medical care.'

The Crisis in health care: coats, choices, and strategies. Dean C. Coddington, at al. San
Francisco, Jamey-Base Publishers, 1990. 303 p. (The Jamey-Bass health series)

The Crisis in health care: ethical issues. Edited by Nancy F. Moir...taxis. New York,
Meridian, 1990. 640 p.

Crisis in medical care. Journel of State government, v. 64, July-Sept. 1991: whole isms
(73-100 p.)

Contents.Optione for State hisedtb policy: alternative benefit designs, by John
Boca* Sandra Kuehn and Cathy Levine.Private-public partnerships to expand
health care access, by Trish Riley.Public data and private doctors: Maine tackles
treatment variations, by Robert B. Kaller.Strateises for controlling health care code,
by National Governors' Association staff The South accepts the challenge, by Tamara
Lucas Copeland.Tbe genes puzzle, by Robert A. WeinbertThe Stats response to
genetic research, by R. Stephen Brown.

Criais in the US. health care system: bow should government and industry reepond?
Washington, MAP1, 1989. 31 p. (MAPI policy review P5-108)

'Examines the current US. system of health are delivery and its problem.. The
niendated benefit proposal, as contained in S. 768 (Beek Health Benefits for All
American. Avg, I. then reviewed, and finally, alternative approaches to improving
access to health care without fUrther escalation of costs are disarmed.'

Danker, Harold.
Health policy irises for the 1990s. National tax journal, v. 43, Sept. 1990: 293-298.

'Attempting to *Mrs.' and solve the problems of the health care meteor will take
strong political commitment and the active participation of all interested parties in
finding a solution. Memningfid solutions must be based on a broader understanding of
why the problems mist, and why they ere likely to WOrsell if nothing is done. Only
thee can and should we proceed to find solutions, whether incremental or more
comprehensive in nature.'

Delivering essential health care services in rural areas: an analysis of alternative models.
Rockville, Md., U.S. Public Health Service, 1991. 60 p. (AHCPR pub. no. 91-0017)

In many rural communities, the survival of maffill hospitals is in Jeopardy because
they are no longer able to mast the financial and legal requirements of traditional
Nil-service facility. The closure of the sole hospital in tbees communities would
seriously limit mem to essential health Este services. In order to maintain seem to
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essential health care services for rural residents a number of States and communise
are converting eloped or failing rural hospitals into alternative kinds of health
facilities. This analysis examines six of Gm* alternative models. Three of the models
maintain acute care inpatient beds for stabilization and holding capacity; the other
three models eliminate all acute care beds. Thew models can provide important
example* to policymakers, health professionals, and coneumern of health services who
seek to create more appropriate health care delivery and financing systems for rural

Dentzer, Susan.
America's scandalous health care: here's how to fix it. U.S. news & world report,
v. 108, Mar. 12, 1990: 24-28, 90.

'A nation that Naval so many citizens unprotected from the ravages of nine,s ie
clearly depriving them of the pursuit of happinessand at timed, even of life itself.
Outrage over these ills may prompt the most radical surgery ever conducted on the
fractured health system."

Eddy, D. M.
What care is 'essential'? What services are 'basic'? JAMA [Journal of the American
Medical Asoociation], v. 265, 1991: 782-788.

Ellwood, Paul. Etheredge, Lynn. Enthoven, Main.
The 21st century American health system. Jackson Hole, Wyo, The Jackson Hole
Group, 1991-1992. 27 p.

Contents.--Overview and accountable health partnership., [Sept. 3, 19911.Market
reform and universal coverage (Rev. Mar. 20, 19921.Uniform effective health benefita
(Aug. 30, 19913.The public-private health partnership and the National Health Board
[Sept. 4, 1991]. These initiatives ...fume that medical providers and insurers will
*assume responsibility for the kind of internal restructuring that is crucial to what will
become the new competitive bottom line in health care: public accountability for health
care's impact on patient satisfaction, function, and wellbeing, all at resaonable cost.'

Emmott, Carol B. Wiebe, Christine.
The unraveling safety net. Iseues in science and technology, v. 6, fall 1989: 51-55.

Describes the effect that Federal coot cutting has had on public hospitals.
Indicates that without help, these hospitals which serve the medically uninsured will
not be able to continue taring for patients.

Ethics and Medicaid: a new look at an old problem. Journal of health care for the poor and
underserved, v. 2, spring 1992: 427-447.

'Recent proposals to reform Medicaid, driven primarily by the need for c.-±st
containment, rarely pay explicit attention to values. This paper presents the Medicaid
Values Framework, the authors' interpretation of a set of societal ideals embodied in
Title XIX of the Social Security Amendments of 1965. The Framework comprise.
seven interlocking values that are stratified into three interdependent tiersaccess,
quality, and equity. We use the access and equity tiers to analyze treatment of Aid to
Families with Dependent Children (AFDC) and Supplemental Security Income (SSD
recipients under Medicaid. We document striking inequities in eligibility etandards
and in funding for the two groupsinequities that unexpectedly fail to translate into
marked disparities in access to Medicaid. In conclusion, we comment on why the
present inequities exist and why they are ethically unacceptable.'

Faltermayer, Edmund.
Let's really cure the health system. Fortune, v. 125, Mar. 23, 1992: 46-50, 64, 58.

'The country's best hope for insuring everyone while keeping overall health
spending withir reason is to harness the growing public presaure for reform to plan
that could transform this flawed system into the Toyota City of world health care.
Only market forces, which drive and discipline most other sectors of the economy, can
bring about this industrial revolution.*

Federal, State health care reform activity. Employee benefit plan review, v. 47, Feb. 1993:
42-61.

Cover title.
Partial contents.Washington insiders diacuss reform, by Margaret Keefe.

Unemployment comp to be used to fund uncompensated care.Florida proposes
managed competition for State health reformStates propoom 2,000 reform meatures,
ERISA sten& in way.Employers prefer Federal reform to State initiative..
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Gordon, Colin.
Health care the corporate inky. Nation, v. 252, Mar. 25, 1991: 376, 378-380.

'Almoet everyone now agrees that something is terribly wrong with the way
health care ia provided (or not provided) and paid for in the United States. But if Om
abort-term goals and tielf-interset of American busing.. terry their usual weight in
Washington, health core reform will begin with large step in the wrong direction.'

Gordon, John Steele.
How America's health care fall ill. American heritage, v. 43, May-June 1992: 49-52, 54,
56, 58, 60, 62, 65.

Deecribes changes in medicine and health care in the past century. Complains
that 'am modern medians hes grown ever more powerftil, our ways of providing it and
paying for it have gotten ever more wasteful, unaffordable, and unfair.'

Gordon, Judith A. Hunsaker, Keith A., Jr.
Employer etrategies for modifying or terminating retiree benefits in the 1990s.
Employes relations law journal, v. 18, winter 19924993: 413-435.

'Over the past decade, access to health care coverage has become a crucial
national concern. At the same time, the rising cost of health care, the aging of the
population, and new accounting requirements for retiree medics/ benefits hare caused
employers to reevaluate their commitment to providing unreetricted health care
benefits to the retirees. This article discusses the key federal appellate court decisions
concerning an employer's decision to modify or terminate retiree medical benefits. It
then explores alternatives for meeting the statutory, legal and accounting challenges
faced by employers who now offer retiree health care coverage.'

Haislmaisr, Edmund F.
The health care quagmire. Coneumers' reeearch, v. 72, Sept. 1989: 10-16.

*There is growing concern in America that the nation's health care system needs
inteneive care. The moot obvious problems are the rapid escalation in the cost of
medical care and, in part as result of such high costs, the fact that many Americans
effectively are denied access to necessary medical treatment*

Health mew Americastrengthening the US health care system. JAMA (Journal of the
American Medical Association), v. 265, May 15, 1991: 2503-2506.

'Although Americans remain generally satisfied with the health care provided to
them, sufficient acmes to high-quality, affordable health care for citizens without
health care insurance has become an increasing problem in the last decade. Using the
policy development proceed; of the American Medical Association, Health Access
America was conceived by the aseociation to improve access to affordable, high-quality
health care. The proposal consists of six fundamental principles and 16 key prints.
Thia article specifically focuses on the five points that, if enacted into law, would
improve mews to health care for Americans who en, for various reasons, without
health insurance.*

Health care. Roll call, v. 38, Feb. 1, 1993: 21-42. (Policy briefing no. 49)
Members and health policy analysts write about reform.
Partial contents.Congrese and President can do it this year We quite literally

cannot afford not to reform our health care system.Health care reform begins in the
States.Congrees, not President Bush, should be blamed for inaction on health care
reform.Don't leave vets out of the debate.In praise of managed competition.How
pharmacists can help.

Health care. State Government news, v. 35, June 1992: 15-30.
Contents.Medicaid diet plans, by Elaine S. Koapp.Setting priorities in Oregon.

Rebirth of a good idea, by Linda Wagar.The AIDS factor, by Thema Paphael.Health
checkup: measuring the nation's vital signs on health care, by Linda Wagar.An
epidemic in check, by Dag Ryan.

Health care; a leading concern for Americans, leading challenge for policy makers.
Washington, Campaign for Women's Health, A Project of O.W.L., 1991. 4 p.

This fact sheet on women's health needs was dirtributed at and preeented to the
Task Force on Opportunities for Rawarch on Women's Health, National Institute. of
Health, June 12, 1991. 'The Campaign's work includes anslyees of present and
propomid health policy, advocacy at date and federal levels of government, and a
nationwide public education effort.'
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Health care trivia USA todsy (=pains), v. 12% Mar. 1992. 20-23.
Coatresta.-How to sad the health cue crisis, by Marty Russo.-Myths of long-term

health ears, by Robert Faist-Manerd norm an sumer for America's health care crisis,
by Malik Hasam-Cen we put the brakes on health cant cods? by 1.04411 W. Sullivan.

Health care aids. U.S. twee & world report, v. 11$, Nov. Vi, 1992: 26-27, 23, 30, 33,
36-311.

Coatenta-Clinton's big trek The fate &the budget, the economy and his first
term resets on containing medical costs, by &man Denteer.-Why the prognosis for
reform is poor: a look at hospitals and communities Mows how tough it will be to
control medical costs, by Jerry Buckley.

Heelth care in America: is there a cure? WorW & I, v. 7, June 1992: 20-51.
Contents.-What's right sod wrong with U.S. health care, by James A. Rice.-The

uninsured, by John C. Goodman.-The play or pay phut, by'Harvey L Sloe/ie.-The
Canadian and German model., by Theodore R. Marmor.-The President's propoeal, by
Elise D. Smith-A eonamer choice health system by EdmundF. Haidnialer.-Medical
savings accounts, by John C. Goodman.

Health care in rural America. Washington, Ma of Technology Assessment, for sale by
the Supt. of Does., G.P.O., 1990. 529 p.

'OTA-H-434'
Partial contents.-en Overview of rural population aodhealth programa-

Availability of rural heelth serrices.-Availability of rural health personnel.-Maternaland infant health servicae.-Eural mental healthcart
A 28 page executive summary is available in the reading guide portion of thismanual.

Health care reform Hospitals, v. 66, Jan. 20, 1992: 32-37, 40-48, 48, 50.
Contents.-Health care: reform a priority in the new legislative year, by Mazybatb

Burks.-Local governments cope with Medicaid, work for reform, by Terme Hudam.-A
decade of competition ends-a new era of cooperation begins, by Dick Davidem-Health
care reform tops the MIA's list of priorities, by Richard J. Pollack.-Advocerythrough
the courts: the MIA's legal strategy, by Fredric J. Enna.

Health cars reform. Hospitals, v. 67, Jan. 20, 1993: 16.20, 22-27.
Partial contents.-Thirteen ,rieWS from the LER congressional ladders paint

varying reform scenarios.-Networks and our next step: oommunicating the hospital
community's vision on reform.-Clinton's next manic-Health care reform: the path toeoachnent.-The new Congress.

Health care reform collected articles. Business & health,v. 10, Sept. 1992: 24, 26-27, 29,31-36, 4044, 46-52.
Contents.-While Cowen debates, the States !midst., byKenneth M. Coughlin.-

Oregon continues to push its health care reform plan, by Gregory Jordahl.-
Presidential candidates' propose health care platforms, byJoyce Friadsn.-Health
reform plans adapted hoes Jackson Hole vie for support, by Rosalind Resnick.-
Lobbyists went to limit Federal interventien in health cam, by Joyce Frieden.-
Manschusetts' 'miracle reform plan 'stalls, by Erie Zicklin.-Polities aside, three
employers join fortes, by Rosalind Runick.

Health care reform: traded& and implications. Washington,Employee Benefit Rematch
Institute, 1992. 69 p. (EBRI isem brief, no. 125)

Ihurthes reform proposals and IIME1/11111 bow sods proposal would affect the
coverage, costa, and nudity ci health care. It explores what reform will mean for
employers, individuals and providers.'

Health policy: spacial most American enterprise, v. 3, Jan.-Feb. 1992: 53-75.
Contenta-Why is American health care so bard to reform? by Mark V. Pauly.-

Mandates: what moot proposals would do, by Michael A. Morriesy.-Tbe mirth forbetter approath, by C. Rupee SU/amis.-Other models and hidden costs, by Patricia M.Damon.

Health policy end the disadvantaged. Edited by LawrenceD. Brown. Durham, Duke
University Pima 1991. 212 p.
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Health policy and the Hispanic. Edited by Antonio Furino. Boulder, Weetview Press, 1992 .

240 p.

Health politics and policy. lEdited by] Theodor J. Litman and Leonard S. Robins. 2nd ed.
Albany, N.Y., Delmar Publishers, 1991. 484 p. (Delmar series in health services
administration)

Hellman, Sandra.
Health care in the year 2000 and beyond. Futures remarch quarterly, v. 7, spring
1991: 87-83.

'What will health cart look like in the year 2000 and beyond? Them have been
hundreds of articles written about the future of health care, Kane based on sound
mem* others stating opinions of experts in the field. The goal of the study reported
here was to identify the commonalities in these predictions and to develop a conceptual
demription from a synthesis of this material. Several variables have been identified in
the literature as having a significant impact on the future of health care. The attempt
was made here to review all of those important variables.'

Hospital cloeuree and access to medical care. Lexington, Ey., Council of State
Governments, 1989. 11 p. (CSO backgrounder 078901)

There is much debate concerning the economics of our nation's health care
syttem, and whether these hcapital cloeinge are the result of unfair regulation
practices, the health industry's own glut, or poor fiscal mansgement. The purporie of
this paper is not to argue these points, but to addrem the occurrence of hospital
cloeinp as a concern for state and local officials who must deal with the consequences
as they affect public access to medical care.'

The Impact of HIV on communities of color a blueprint for the nineties. Washington,
National Minority AIDS Council, 1992. 59 p.

'The legacy of discrimination againet communities of color obstructs cooperative
efforts with government bodies. Lack of demonstrated commitment to secure scams to
health care for communities historically burdened with poverty, addiction, infant
mortality end premature morbidity exacerbates that di/trust .... In order to help
artablish an atmosphere of trust, the US. Government must demonstrate a
commitment to accessible health care for historically und :Nerved communities. It
must include full participation by communities of color at all policy and
decision-making

Improving health policy and management: nine critical research issues for the 1990s.
Edited by Stephen M. Shortell and Uwe E. Reinhardt. Ann Arbor, Mich., AHSR/HAP,
1992. 505 p.

The Baxter health policy review
'Remarch synthares from the Foundation for Health Services Research.'

Institute of Medicine (US.). Committee on Monitoring Access to Perronal Health Care
Services.
Access to health care in America. Edited by Michael Millman. Washington, National
Academy Pratt, 1993. 229 P.

Moe focus of this report, like the committee's deliberations, is on access to
personal health servicesthe one-on-one interaction of provider and patient. The
committee chube five objectives of personal health care to organise its indicators:
succeseful birth outcomes, reducing the incidence of preventable diseases, early
detection and diagnosis of treatable diseases, reducing the effect of chronic diagrams
and prolonging life, and reducing morbidity and pain through timely and appropriate
treatment."

Intergovernmental focus on health care. Intergovernmental perspective, v. 18, spring 1992:
whole issue (39 p.)

Contants.Medicaid reform: inejor trends and issues, by Elliot J. Dubin.Ifedicaid
and health care reform, by Henry A. Waxmon.Medicsid: succeeees, failures, and
prospects, by Jane Horvath.Medicaid recipients: the forgotten element in Medicaid
reform, by Michele Melden.Long term US, health cam reform: three approaches, by
D. William Grahant.Health care reform: the State perspective, by Booth Gardner.
Implication. of the Medicare foe schedule for Medicaid, by David C. Colby.
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Krebs, Frederick J.
Statement of the U.S. Chamber of Commerce on implications ofthe Pepper
Commission recommendation. for the private health insurance market. Washington,

The Chamber, 1990. /8 p.
'On March 2, 1990, the Pepper Commission released its recommendationsfor

addressing the problem of growing gaps in coverage. The Chamber views the Pepper
Commission's recommendations on access to health care as a mixed bag, and wee
disappointed by the =plus& on mandated benefits as a solution to the scam
problem. Despite the best effort of tbe commission to ameliorate the impact of
mandates on small business, the feet remains that mandates will causejob loss and

will hurt those they purport to help.'

Kronenfeld, Jennie J.
Controversial issues in health care policy. Newbury Park, Calif., Sage Publications,
1999. 186 p. (Controversial issues in public policy)

Levitan, Sar A. Conway, Elizabeth A.
Families in flux: new approaches to meeting workforce challenges for child, elder it
health care in the 1990s. Washington, Bureau of National Affairs, 1990. 1 v. (various

Paitings)
A BNA special report

Local edvocacy for the medically indigent. JAMA (Journal of the American Medical

Association], v. 263, Jan. 12, 1993: 262-268.
'Aceess to health care for the medically indigent has emerged as major policy

issue throughout the United States. Because no national health program ensures
entitlement to basic services, practitioners and patients must cope withharriers to
acmes on the local level. We report several separate but integrated strategies that
community-based coalition has used to achieve improvements in indigent care within a

sinee county.'

Man, Anthony.
Rural health care: closed hoepitals only part of problem. Illinois issues, v. 15, May

1989: 12.16.
'An the most visible symptoms of the ailments plaguing rural health in Illinois,

hospital closings will continue to get lots of attentionthe kind that spurs political and

government activity.'

Marketing a practidal health care policy for the United States. Health marketing quarterly,

v. 6, no. 4, 1989: 113-126.

Marquio, M. Susan. Long, Stephen H.
Uninsured children and national health reform. JAMA [Journal of the American
Medical Association], v. 268, Dec. 23-30, 1992: 3473-3477.

'In this articte, we investigate how alternative incremental approaches to national
health etre reform affect the number of uninsured children. In limiting our topic, we
do not addrees several important aspects of reform options, including effects on wages
and benefits, effects on employment, and who bears the financingburden.'

Matlack, Carol.
Staking out turf. National journal, v. 24, Feb. 15, 1992: 390-396.

'The prospect of Congress taking scalpel to the nation's health cars system has
sent a shudder through the industryand kicked K Street [lobbyists] into overdrive.
Although nearly everyone agrees that there won't be a major overhaul this year, the
jockeying for position is underway.'

McNulty, Ruth.
In critical condition. New Jersey reporter, v. 21, Nov.-Dec. 1991: 37-43.

Due to 'a health-care system so corroded by deep and enduring structural flaws
that a vaatand growingpopulation of New Jersey residents are routinely denied

what mon reasonable people would consider basic human right: acmss to decent and
effordable health care. It is crisis that crams socioeconomic lines, engulfing not
only the poor and the unemployed but also those who are on the job.'

Mechanic, David.
Painful choices: research and mays on health care. New Brunswick, Transaction
Publishers, 1989. 248 p.
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Medical care and the health of the poor. Cornell University Medical College Eighth
Conference on Health Policy. Edited by David E. Rogers and Eli Gineberg. Boulder,
Westview Prom 1993.

Conference held in New York, N.Y. in 1992:
This book should be available later in 1993.

Memel, Paul T.
Equality, autonomy, and efficiency: what health ore spasm should we have? Journal
of medicine and pbikeophy, v. 17, 1992: 33-57.

'Equitable access does not demand level and scope of care for the poor equal to
that rationally thaw by the middle class, end there are ways within mixed systems,
though not way ways, to achieve a fair distribution of costs between well and ill.
Doppia pluralistic systems' apparent adventage in allowing sublease" to charm their
own forms of rationing, problems in translating anima long-term subscriber choices
into actual medical practice may be greater in pluralistic than in unitary systems.
Final choke of system binges primarily on peculiar historical fects about U.S.
political culture, not on moral principle."

The Nation's health. Edited by Philip R. Lee and Carroll L. Fates. 9rd ed. Horton, Jones
and Bartlett Publishers, 1990. 443 p. (The Jona and Bartlett series in health
sciences)

National Conference on Health Cue for the Poor and Underserved (2nd : 1989 : Nashville)
Proceedings of the Second National Conference on Health Care for the Poor and
Undermined, Meharry Medical College, Nashville, Tennessee. Journel of health
offire for the poor and underserved, v. 1, summer 1990: 1-210.

Partial contents.The Federal initiative, by Louis W. Sullivan.--Health
insurance of minorities in the United States. Recant changes in Medicarcand
MedicaidCurrent and proposed financing of health care for the poor: 'soma-beat
agutions, by Eli Gineberg.Hospital viability and closures.Modele for increaimg
acceem strengthening community health centers and the National Health Service
CormInfant mortality: the shared coneentTeenage pregnancy prevention.The
aging populace.Orel haelth.AIDS: today's and tomorrow's eriais, by Bony
Priam

National Conference on Health Care for the Poor and Undersaved (3rd : 1990 : Nashville)
'Children at Risk% proceedings. Journal ((health ears for the poor and
undersea...a, v. 2, summer 1991: 1-235.

Conference laid Oct. 1-2, 1990, at Wherry Medical College, Neahville, Term.
(Error in conference date, 1991, in publication].

Partial contents.The part, present, and future of children at risk, by
Antonia C. Novello.Teenage pregnancy prevesition.Infant morbidity in
HalmThe Urban chilsLThe Rural child.Recognizing and responding to
adolescent depression.Understanding and controlling violence.Educating
homeless children and youth.Federal efforts to provide for at-riak children, by
William L Robineon.

A National health system for America: critical Ovum Edited by Stuart II. Butler and
Edmund F. Htislassier. Washington, Heritage Foundation, 1989. 127p.

ContentaWhy America's health cars system I. in trouble, by Edmund F.
Ilaishatier.A framework for reform, by Stuart M. Butler. Health care for workers
end their families, by Edmund F. Haislinsier.Heelth core and the elderly,
by Peter J. Femars.Health care for the poor, unemployed, and high-risk,
by Terree P. Weeley.The political prospects for reform, by Edmund F. Haielmaier.

Nations! Leadership Coslition for Health Cure Reform
Excellent beelth este for all Americana at reasonable cost: a propoeal for three-
directional halth we reform. Watitington, National Leadership Coalition for
Health Core Reform 1991. 32 p.

Ilerough a balanced sir of competitive and regulatory strategic., our plan would
mime control of skyrocketing costs, universal access to comprehensive health are
benefits tiociuding promotive esreiceti, misior initiatives to improve the quality of rare,
imagoes and malpractice reform), sdatiostrative simplification, reinforcesent of
pecieseionalins, sod Dew coneept for the delivery of are. It I. elpadally sensitive to
the needs of smell leaniness."
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National Leadership Commission on Health Care (U.S.)
For the health of a nation: a shared responsibility: report of the National Leadership
Commission on Health Care. Ann Arbor, Mich., Health Administration Press, 1989.
206 p.

Opinion, on health are reform. Business lz health, v. 10, Sept. 1992: 18-20-22.
Presents results of several 1992 poll, on public opinion about the current health

care system and reform options.

Oswald, Nancy.
Access to what? Health care for whom? Health/PAC bulletin, v. 22, spring 1992:
28-31.

Tundamentally, our current model of health care delivery is expensive and
inappropriate for both those who have insuranm and thoee who do not. We need a
new modal based on preventive and primary health care aervices.'

Pantridge, Margaret.
Future shock. Boston magazine, v. 82, Jan. 1989: 74, 144-149.

'There will be fewer hospitals, and the patients in them will be sicker. Insuranoe
will be more expensive, and it will pay for less. The awed. of the future have already
been planted. Here's what you can expect in the nineties.'

Public health policy and the Congrese. Congressional Research Service review, v. 10, Mar.
1989: 1-26.

Contents.-Public health and politics, by Sarah E. Taylor.-Congress and public
health policy, by Sarah E. Taylor.-Public health resources: who cuts the pie?
by Edward Klebe.-Biomedical research to improve public health, by Irene Stith-
Coleman, and Pamela Smith.-Translating acience into public health promotion,
by Sarah E. Taylor and Irene Stith-Coleman.-Balancing competing health needs, by
Marilyn J. Littlejohn.

Reagan, Micheel D.
Curing the crisia: options for America's health care. Boulder, Colo., Westview Press,
1992. 196 p.

Reforming the health care system. Issues in science and technolou, v. 7, fall 1990: 6-8,
10-11.

Responenta to Edmund F. Haislmaier's article, 'A Cure for the Health Care
Crisis,' include Arnold Reiman, Editor of the New England Journal of Medicine; James
Todd, American Medical Association officer; Carl Schramm, Health Insurance
Association of America president; Bert Seidman; Michael Bromberg; Norman
Rosenberg; and Robert Brunton.

Regular source of ambulatory care and access to health services. American journal of public
health, v. 81, Apr. 1991: 434-438.

'We conclude that moat people who do not have a regular source of ambulatory
care report that they do not want one, and the global measure, regular source of
ambulatory care, fails to identify those sociodemographic subgroups who are at greater
risk of having barriers to obtaining a source of continuity of care. Therefore, if we are
truly interested in who is at risk for access barriers to obtaining continuity of care, the
reaeon for lacking a regular source of ambulatory care must be evaluated.'

Rhodes, Robert P.
Health care politics, policy, and distributive justice: the ironic triumph. Albany, State
University of New York Press, 1992. 339 p. (SUNY eeries in heslth care politics and
palicy)

Rich, Robert F. Arnould, Richard J.
The health care system in Illinois: an emerging crisis needing urgent care. Illinois
issues, v. 18, Jan. 18, 1992: 18-23.

The largest single problem in the health care crisis is the mismatch between
people's expectations for health care for all and the realities of what the health care
system costa. Illinois as well as the rest of the nation must develop policies that result
in the provision of some minimal level of health care services to everyone. The source
of payment for that system must be carefully worked out so as to not generate more
medically indigent by increasing levels of unemployment. This policy must be
implemented with systems of incentives thst generate efficient levels of consumption
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and production. Finally, we probably cannot avoid implementing some form of formal
rationing.'

Roberts, Carolyn C.
Roberts: restructuring the system will benefit all. Hoepitale, v. 66, Aug. 20, 1992:
26-29.

The cLairman-elect designate of the American Hospital Association epseks about
restructuring the health cars delivery system. 'Restructuring the delivery system
opens up the posaility of a number of creative solutions for hospitals to design
integrated health care delivery systems to meet individual community needs. Along
with that decision come numerous polity issues, such as :wee', quality, cost, tort
reform, and ethical consideration., that need to be worked through, but the health care
community is very enthusiestic about taking on this challenge."

Rockefeller, Jay.
Health care reform: prospects and progrees. Academic medicine, v. 67, Mar. 1992:
141-145.

'For the first time, there is a strong constituency calling for ltealth care reform.
The politicians and the health care community must stop ignoring that conatituency
and inatead work together on a health care bill to head off the coming crisis.'

The Role of government in health. Health aftaire, v. 4, winter 1992: 7-118.
Contents. Federal/state partnership for health system reform.Political evolution of
Federal health care regulation.The Legislative battle over health services research.
AHCPR and the strategy for health care reform.Role of Federal waivers in the health
policy process.The Court. and health policy: strengths and limitations.The
Influence of the mass media.

Rovner, Julie.
Bush's plan short on details, long on ambition, critics. Congreesional Quarterly weekly
report, v. '50, Feb. 8, 1992: 305-309.

Gives 'highlights and proposals' on the President's Feb. 6 'Comprehensive Health
Reform Program,' which includes measures to increase access to health care and to
contain coots, changes in the insurance market, and proptried financing methods.

Congress feels the pressure of health-care squeeze. Congressional Quarterly weekly
report, v. 49, Feb. 16, 1991: 414-421.

'Everyone agrees that the syttem is broken, but no one is sure how to fix it.'

Cost of Medicaid puts States in tightening budget vise. Congretrional quarterly
weekly report, v. 49, May 18, 1991: 1277-1284.

'Yet the more lawmakers and administration officials look to Medicaid as a
potential savior for the uninsured, the more problems they find with bow it is carrying
out ita original mission. What began a generation ago se a program to help the
nation's poorest people is being overwhelmed by forces that its planners never
expected.'

Rowland, D. Lyons, B.
Triple jeopardy: rural, poor, and uninsured. Health services research, v. 23, 1989:
975-1004.

Rural health care: innovation in changing environment. Edited by LiVonne A. Straub
and Norman Walser. Westport, Conn., Praeger, 1992. 218 p.

Rx for America's sick national health care syttem: what's wrong, the alternative, and how
to begin. Christianity and crisis, v. 51, Sept. 23, 1991: 267-295.

`This special issue contains a variety of articles and reviews. Some writers report
on successful grassroots efforts to increase health care coverage and access to both
information and service.. Other writers speak of their concern that reforms based only
on wens and financingand not also on fundamental rethinking about what health I.
and the causes of diseasewill in the end prove illusory.'
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Seidman, Bert.
Curing U.S. heath care ills. Wsehington, National Planning Association, 1991. 90 p.

This report nominee 'the nation's most important health care problems, the
proposals for dealing with than, end the solutions that the MAR (Committee on New
American Realities] might comider to help eure the current systan's miner defects.'

Sherman, Deborah J.
The neglected health care needs of street youth. Public health reports, v. 107,
July-Aug. 1992: 433-440.

'Street youth were found to have a greater number of problems-both physical and
psychological-then the general adolescent population. Mgh-risk behaviors, such as
drug abuse and failure to um condoms during sex, make this population especially
vulnerable to actually transmitted diseases, including human immunodeficiency virus.
The potential impact on public health is enormous. Adequate access to health :services
needs to ba addreseed

Shultz, Paul T. Kerns, Robert IL
Current developments in employee benefits. Employee relations law journal, v. 16,
O UMBNIC 1990 L 107-114.

'The article takes a closer look at what the (Pepper) Commission propoesd, why it
failed to build strong basis for legislation, and where health cam policy might be
heeded from ham'

Solovy, Alden.
Health care in the 1990m foresees by top analysts. Homits/a, v. 63, July 20, 1989:
34-40, 42, 44, 46.

'Hospitals meembled a teem of industry experts-bankers, credit analysts,
economists, health cars executives, and a futurist-bold 'sough to provide hard
forecasts of 12 key economic and financial indicators . . . . Results of the composite
formeat range from the smected-such as health csre as a percent of the GNP
continuing its rime-to the frightening-euch as inflation in the goods and services used
by hospitals rising by a compound powth rate of roughly 32 percent through 1995.*

Steuerle, C. Eugene.
Beyond analysis in hesIth policy: proposal to focus on children. National tax
journal, v. 45, Sept. 1992: 357-368.

'The basic elements of the plan are the following: provide a credit or voucher that
is eufficient in sine to provide a moderate Laurance policy for all children in America;
require most employers to offer plans thst would make use of Shia voucher; and impose
a surcharge (selected in tax withholding schedules) for thaw adults who fail to
purchme Laurance for either their dependent children or themeelves.

Strauss, Ansala L Fsgerhaugh, Shisuko. Suceek, Barbara.
AIDS and health care deficiencies. Society, v. 28, July-Aug. 1991: 62-73.

Blighlights deficiencies in the American health care system and their impact on
the ears o( AIDS patients. 'Ansa of deficiency [Delude: 1) ham ears; 2) difileultifo of
managin( new phew of illness (brought about through increased medical knowledge
and improved technology); and 3) inequalities in pining acmes to health care.'
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Sullivan, Joseph M.
Health care reform: toward a healthier eociety: an address. Hospital k health services
administration, v. 37, winter 1992: 519-532.

This revised lecture to the American College of Health Care Executives Congress
on Adminietration by Bishop Sullivan argues that 'we have to move beyond the New
Federalism, which was euphemism for returning problem solving to the states
without mouton ..... We need structural change rm health mei and this cm be
brought about only if we opt for compassion and solidarity. The reform we link ought
not only to achieve a high-quality, efficient, and affective health cam system, but it
ought to be a force for healing society, for making America ajust and ompessionate
nation in which we all become responsible for each other.'

Sullivan, Ixruis W.
The dialogue on health care reform. Labor lawjournal, v. 42, Oct. 1991: 651-657.

While many unineured do not have SCOW to care, a significant percentage of the
uninsured do receive care or can afford care if needed. Until the debate moves from its
focus on 'the uninsured,' to a focus on the issue of 'access' itself, i.e., real and effective
access for the poor and the non-pcor, such as those living in urban arms and thaw in
rural areas, we cannot reach commis on the eseential challenge of assuring acme to
quality care for dim who cannot afford it.'

Summer, Laura.
Limited mass: health care for the rural poor. Washington, Center on Budget and
Policy Priorities, 1991. 106 p.

Contents.Health status of rural and urban reeidents.The use of health me
aervices.The availability of health can providers in rural arees.Health
insurance.Federal health program for low income residents in rural atm.TM
Medicaid program.

U.S. Commission on the Future Structure of Veterans Health Care.
Proceedinp: the price of freedom is visible here. Parts 1-4. Washington, The
Commiesion, 1991. 4 v. (1142, 2162, 2134, 531 p.)

Hearings held June 1999-May 21, 1991, in Washington, Chicago, Barton, Tampa,
FL, and Los Angeles.

U.S. Congrem. House. Committee on Education and Labor.
Oversight hearing on national health care reform. Hearing, 102nd Congress, 2nd
mesion. May 7, 1992. Washington, G.P.O., 1992. 106 p.

'Serial no. 102-104'

U.S. Congress. House. Committee on Education and Labor. Subcommittee on Labor-
Management Relations.
Field hearing on health care access Muss. Hearing, 102nd Congress, let mesion. Nov.
2, 1991. Wsahington, G.P.O., 1992. 124 p.

'Serial no. 102-83'
Hearing held in Great Falls, Mont.

U.S. Congress. House. Committee on Energy and Commerce. Subcommittee on
Commerce, Consumer Protection, and Competitiveness.
Access to health insurance. Hearing, 101st Congress, 2nd *anion, on H.R. 2649
(Federal Health Insurance Equit Act of 1989) ... September 19, 1990. Washington,
G.P.O., 1991. 272 p.

'Serial no. 101-212.'

Popper Commission report (parts 1-2). Joint hearing before the Subcommittee on
Commerce, Comumer Protection, and Competitiveams and the Subcommittee on
Health and the Environment of the Committee on Energy end Commerce, House of
Representatives, 101st Congress, 2nd motion, Apr. 264une 14, 1990. Washington,
G.P.O., 1990. 2 v. (176, 193 p.)

Serial nos. 101-144, 101-182.
Hearing on the recommendations of the Pepper Commission regarding access to

health care and implications for the private health insurance system.
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U.S. Congress. House. Coma Ise on Raw sod Comma Subcommittee on Health
end the Rimiromment.
Health are Mina Hesrings, 102nd Conger, lat erica Washington, G.P.O., 1902.
374 p.

'Staid am 103-115*
liseringe heM July 10, 111111lbs cosa et inaction; July 29Propeals for

emessilig lisardag coverem; OM. 31Catroillng apendltures.

US. Congress. Hones. Committee en &Mil Brainsea. Submensitese on Regulation,
Business Oggortimitiss, sod likurgy.
Health care. Hearing, 1011orl Comma, 1st esesion. Dee. 10, 1991. Washington,
G.P.O., 11101. lip.

'Serial no. 103411"

U.S. Cameo. House. Committee en the Budget.
Health me coot and seem. Hearing, 102nd Compose, 1st melon. June 19, 1991.
Wethingtoo, G.P.O., 1991. 232 p.

%grid no. ioa-ir

U.S. Congresi. House. Committee on the Budget. Task Foroe on Human Resources.
Heath me rrieig problems of cost and mess. Hearin., 101st Coomm, 1st session.
OM. 31 and Nov. 6, 1990. Wathingtoo, G.P.O., 1991. 166 p.

'Serial no. 5-13'

Health cars cram problem &coot and sews. Merin., 101st Congress, 2nd session.
Aug. 2344, 19110. Washington, G.P.O., 1990. 156 p.

'Serial no. 5-10'
Harinp held in From and Modesto, car.

Smith care critic problems ot cost and accede for children of color. Hearing, 101st
Congress, 2nd mesion. Nov. 19, 1990. Washington, G.P.O., 1991. 42 p.

"Serial no. 5-15'

U.S Congress. House. Committee on Was and Means.
Health care coverage and oath mice legislative proposals. Workington, G.P.O., 1991.
91 p.

At heed of title: 1024 Congress, 1st elision, committee print, WMCP: 102-21

President's prom:ale on habil care reform and the fiscal mer 1993 Health and
Human Services budget. Hearin" 102nd Congress, Rod esseion. Washington, G.P.O.,
1992. 709 p.

rial 1ozer
Hewing. held Feb. 20-Mer. 5, 1992.

U.S. Consoles. Howe. Committee on Ways and Means. Subcommittee on Health.
Access to halth insurance. Haring, 102nd Congress, let session, held in Hartford,
Connecticut, February 25, 1991. Washington, G.P.O., 1991. iv, 159 p.

'Serial no. 102-6."

U.S Congress. House. Select Committee on Aging.
Building an American health artier journey toward healthy and caring America.
Hearing, 101st Congress, let M1012. Nov. 9, 1969. Washington, 02.0., 1990. 199 p.

Tom" pub. no. 101-7W

Building an Marken halth eaten: journey toward healthy and caring America.
Report, 101st Congress, 2nd salon. Washington, G.P.O., 1990. 21 p.

At bad of title: Committee print.
'Coma. pub. no. 101-740'
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Hispanic health care: today's shame, tomorrow's crisis: joint hearing before the Select
Committee on Aging and the Congressional II/panic Caucus, 102c1 Congress, 1st
session, September 19, 1991. Washington, for sale by the Supt. of Dom., G.P.O., 1992.
275 p.

The need for U.S. heelth reform: uninsured and chronically ill Americans. Joint
bearing before the Select Committee on Aging and the Subcommittee on Health and
Long-Term Care of the Select Committee on Aging, Hones of Repreeentativee, 102nd
Congress, 2nd session. Feb. 6, 1992. Weahington, G.P.O., 1992. 169 p.

'Aging comm. pub. DO. 102-866'

U.S. Congress. House. Select Committee on Aging. Subcommittee on Health and
Long-Term Care.
The nation's health care crisis. Hearing, 102nd Congress, 1st session. Oct 26, 1991.
Washington, G.P.O., 1992. 91 p.

'Comm. pub. no. 102-838'
Hearing held in Middleburg Heights, Ohio.

US. Congress. House. Select Committee on Aging. Subcommittee on Housing and
Consumer Interests.
Health care for all generations. 102nd Congrem, 2nd masion. Washington, G.P.O.,
1992. 109 p.

At head of title: Committee print.
'Comm. pub. no.102-860-
Briefing held Jan. 26, 1992, in Chattanooga, TN, was 'printed for informational

purpome only. It does not represent either findings or recommendations adopted by
this Committee.'

U.S. Congress. House. Select Committee on Aging. Subcommittee on Retirement Income
and Employment.
America's growing crisis: acmes to affordable health care. Hearing, 102nd Congress,
2nd session. Sept 4, 1992. Washington, G.P.O., 1993. 137 p.

Hearing held in Vmeland, N.J.
'Comm. pub. no. 102-896'

The crisis in rural health care: problems of access, affordability and quality. Hearing,
102nd Congress, 1st session. Aug. 16, 1991. Washington, G.P.O., 1991. 262 p.

'Comm. pub. no. 102-827'
Hearing held in Boise, Idaho.

U.S. Congress. House. Select Committee on Aging. Task Foree on the Rural Elderly.
Health cars in rural America: the pressing need for reform. Hearing, 102nd Congress,
1st mission. Sept. 4, 1991. Washington, G.P.O., 1991. 246 p.

'Comm. pub. no. 102-832'
Hearing hold in Ediefield, S.C.

U.S. Congress. House. Select Committee on Children, Youth, and Families.
The changing face of health cars: the movement toward universal access. Hearing,
101st Congress, 1st session, Dec. 11, 1989. Washington, G.P.O., 1990. 201 p.

Hearing held in New Haven, CT.

Health can reform: how do women, children, and teens fare? Hearing, 102nd
Conine., 2nd smokes. May 6, 1992. Washington, G.P.O., 1992. 227 p.

U.S. Conine*. Joint Economic Committee. Subcommittee on Education and Health.
The future of health care in America. Hearings, 100th Congress, 2nd 011111i00. Parte
1-2. Washington, G.P.O., 1989. 2 v. (Hearings, 100th Congress, 2nd session, S. Erg.
100-1038, pta. 1-2)

Heerings held May &June 23, 1968.
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U.S. Congress. &oats. Committee on Finance.
Better seems to affordable health cure. Homing, 102nd Congrers, 2nd session on S.
1872 (Beam Mesas to Affoulable Health Cars AM of 19911 Feb. 20, 1992.
Washington, G.P.O., 1992. 706 p. (Hawing. Senate, 102nd Congress, 2ndsession, S.

Hrg, 102-7130

Heath ewe costs and lack of acmes to health insurance. Hearing, 102nd Congross, 1st
esseion. Parts 1-2. Apr. 2-June 6, 1991. Washington, G.P.O., 1991. 2 v. (768, 132 p.)
(Marin& Semite, 102nd Congress, 1st sessioa, S. Hrg. 10244, pts. 1-2)

Ruud beelth clue crisis. Hearinp, 101st Congram, 2nd session. June 2, 1990.
Washington, G.P.O., 1990. 136 p. (Hearing, Swats, lklat Congress, 2nd erosion,S.

lirg. 101-1149)
Hearingr hdd in Sioux Falls and Rapid City, SD.

U.S. Congress. Senate. Committae on Manes. Subcommittee on Health for Families and

the Uninsured.
Comprshensive reform of the health eare systmn. Hearings, 102nd Congress, 1st
sari= on S. 1227 (HealthAmerica: Affordable HmIth Csre for All Americans Act) and
S. 1669 (Improvements to the HealthAnteriee Act of 1991]. Sept. 23-30, 1991.
Washington, 02.0., 1992. 218 p. CHaerinp, Senate, 102nd Congress, 1st session, S.
Hrg. 102-462)

Effect of health care carts on the economy. Hearing, 102nd Congress, 2nd session.
May 18, 1992. Washington, G.P.O., 1992. 73 p.

"The hearing today will explore the problems that employers are facing with high
haalth ears costs and the impact that that is having cm American workwe end
mummers, aod also the ability ot our calumnies and our workers to compet.
effectively, both hare in ths United Statas and omens:

HmIthAnwricaz affordable health ears for all Americans. Hearing, 102nd Congrees, let
fusion oa S. 1227. Sept. 6, 1991. Washington, G.P.O., 1992 16e1 p. (Hearing,
Smote, 102nd Congress, lat session, S. Hrg. 102-427)

Hearing held in Ewit Leming, Web.

Health care for the uninsured. Hearing, 101st Congrem 1st and 2nd sessions.
June 19, 1989-Apr. 18, 1990. Washington, 02.0., 1990. 2 v. (1126, 308 p.) (Hearing,
Senate, 101st Congress, lat end 2od sassions, S. Mg. 101-566, pts. 1-2)

Herrings held in Washington, D.C., Southfield, MI, and Warren, Mel.

Rsform of the health care system. Hearing, 102nd Congress, lat session. Feb. 25,
1991. Washington, 02.0., 1991. 139 p. (Rewing, Senate, 102nd Congress, let
torsion, S. Hrg. 102-168)

Includes GAO &Mahood, "A Profile of the uninsured; GAO/HRD-91-31F5,
11441836.'

U.S. Congress. Senate. Committee on Finance. Subcommittee on Medicare and
Long-Term Care.
Rural hmIth are. Hearing, 101st Conger, 1st seesion. May 19, 1989. Washington,
for sale by the Supt. of Docs., 02.0., 1990. 102 p. (Hewing, Senate, 101st Congress,
Int enslion, S. Hrg., 101-490.)

U.S. Congress. Senate. Committee on Labor and Human Honourees.
The American hesIth eere criais: a view firm four communities. Hearing, 101st
Congress, let session. Washington, 02.0., 1990. 234 p. Sunda, 101st
Congress, lat session, S. Hrg. 101-522)

Hearings bold Dec. 11, 1969, Bronx, N.Y.; Dee. 12, 1989, Los Angeles, CA; Dec. 13,
1989, Maplewood, MO; Dec. 14, 1969, Sparta, GA.
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Comprebtrisive health reform: Health America and the administration proposal.
Hewing, 102nd Congress, 2nd session. Mu. 4, 1992. Washington, G.P.O., 1992:
112 p. (Hewing, Sena* 102nd Congress, 2nd mission, S. Hrg. 102415)

The heath cue crisis: a report to the American peopls. Washington, 02.0., 1990.
78 p. (Print, Senate, 101st Congress, 2nd elusion, committee print, S. Prt. 101-11:4)

Partiel contents.Tha uninsured end underinsured.Looptress care.Rising east
&health camFailing Ilnantial condition of health institutioos.Drup and
AIDS.The crisis in New York City: the twin epidemics *IAMB and drup add to the
strain dais overburcleasd systemLos AngelesThe crisis in St. Louis.Sperta,
Georg*: the heath ewe aisle in rural America.

The health cue crisis and the American family. Hearing, 102nd Congress, 1st session.
Jan. 10, 1991. Washington, G.P.O., 1991. 122 p. (Hearing, Senate, 102nd Congress,
1st session, S. lirg. 102-38)

hipper Commission recommendations on univarsal haalth care. Miming, 101st
Congress, 2nd session. Apr. 6, 1990. Washington, G.P.O., 1990. 182 p. ( Hissing,
Sinai*, 101st Congress, 2nd session, 3. Irkg. 101-859)

U.S. Congress. Senate. Committee on the Budget.
Crisis in rural health care. Hearing, 101st Congress, 1st session. Feb. 13-16, 1989.
Washington, G.P.O., 1990. 452 p. (Hearing, Senate, 101st Congress, 1st session, S.
Hrg. 101-480)

Hominy bald in Fargo, Grand Forks, and Minot, ND.

U.S. Congress. Senate. Pepper Commission.
Access to health and long-term care. Hearing, 101st Congress, 1st session. Part 1.
May 26, 1989. Washington, G.P.O., 1990. 197 p. (Hearing, Senate, 101st Congress,
1st session, S. lirg. 101-968)

Hearing held in St. Louis Park, Mimi.

Business, labor, and consumers: views on health care and long-term care. Hearing,
101st Congress, 1st mission. Part 3. July 5, 1989. Washington, G.P.O., 1990. 85 p.
(Hawing, Senate, 101st Congress, let session, S. Hrg. 101-978)"

Homing held in Cincinnati, Ohio.

A call for action: supplement to Ow [mai report. Washington, G.P.O., 1990. 241 p.
(Print, Senste, S. Prt. 101-115)

Heelth care in rural America: the frontier persinetive. Hearing, 101st Congress, 1st
session. Part 2. June 28, 1989. Washington, G.P.O., 1990. 211 p. (Hearing, Senate,
101st Congress, 1st session, S.Hrg. 101-969)

Hearing held in Missoula, Mont.

The insurance industry and acmes to health care and long-term care. Hearing, 101st
Congress, 1st 11111011iOn. Aug. 21, 1989. Washington, G.P.O., 1990. '76 p. (Hearing,
Senate, 101st Congress, 1st session, S. Hrg. 101-988)

Hearing hold in Des Moines, IA.

Long-term care and access to haalth care: examining the scope of the problems.
Hearing, 101st Congress, Drt session. Part 7. Sept. 21, 1989. Washington, a.P.O.,
1990. 209 p.

Options in access to health care. Hearing, 101st Congress, 1st session. Part 9.
Oct. 24, 1989. Washington, 02.0., 1990. 777 p. (Hearing, Senate, 101st Congress,
let session, S. Hrg. 101-700)
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Recommidations to Ms Cowen by the Pepper Commission, US. Bipartisan
Comenksion on Comprehmin Reel% Cars, 101st Congress, 2nd sestion, on moms to
health em sod loottainn cm for all Itinsticans. Mar. 2, 1990. Washington, G.P.O.,
1990. 21 p.

The Pepper Commimion prowled assures health me coverage for all Americans
through ajob-besed/publie spleen ... provides ell Amseicans coverage for home
end comemitrbseed long-tana me melees end protection signet imponsishment
in nuning basses'

Small bushman health care problems sal longterm cart Hearing, 101st Congress, 1st
session. Part 4. July 6, 1969. Washington, G.P.O., 1990. 398 p. (Hearing, Senate,
101st Congrese, lst swim, S. Mg, 101-992)

U.S. Congress Senate. Special Committee on Aging.
Access to ears for the elderly. Hoaxing, 101st Congress, lit maim Aug. 7, 1989.
Washington, G.P.O., 1990. 63 p. (Bening, Sonata, 101et Congress, 1st session, S.
Reg. 101480)

'Serial no. 101-7'
Hewing beld in Aberdeen, SD.

Improving access to primary health care. Hearing, 101st Congress, 2nd nesion.
Aug. 23, 1990. Washington, G.P.O., 1990. 151 p. (Howing, Senate, 101at Congrese,
2nd nation, S. Hrg. 101-1272)

Hearing hold in Albuquerque, N. Res
'Serial no. 101-28'

US. General Acoounting Office.
Acme to health cue: States respond to growing crisis; report to congressional
requesters. June 16, 1992. Washington, GAO., 1992. 32 p.

GAO/HRD-92-70, 13-246950'
Thecnisas comprehensive plans to provide universal access to coverage, programs

to extend acme to specific groups, snd efforts to control costs by reforming payment
mechanisms.'

Health care: limited State efforts to enure quality of care outside hospitals; report to
the chairman, Subcommittee on Hea/th and Long-Term Cars, Select Committee on
Aging, Hours of Representatives. Jan. 30, 1990. Washington, GAO., 1990. 55 p.

VAO/IIRD-90-53, 8-236203'
Offers information on 'State quality seam= activities concerning (1) licensing,

inspection, and enforcement foe 16 types of freestanding providers end (2) inspection
and enfoacement activities for health maintenanos organisations.'

Quality anurancet comprehensive, national strata,: for health care is needed;
briefing report to the chairmen, United States Bipartisan Comminion on
Comprehensive Health Care. Feb. 21, 1990. Washington, GAO., 1990. 32 p.

VAO/PE31D.90-14BR, 8-237200'
Delineates 'four elements as easential to comprehensive national strategy: (1)

national practice guidelines and standards of care; (2) enhanced data to support quality
aseurance activities; (3) improved approaches to quality asesement and aseurance at
the local lonl; and (4) a national focus for developing, implementing, and monitoring a
nations! system.'

VA health cars: medical centera are not correcting identified quality assurance
problem; reprat to the Cheinnan, Committee on Veterans Affairs, U.S. Sensta. Dec
30, 1952. Washington, G.A.O., 1992. 39 p.

11A0/11RD-93-20, 8-251723'
Warns shout continuing problem. in reporting and investipting pationt incidents

and documenting the supervision of resident physicians. Recommends both targeting
known problem meas and visitation by regionsl office inspection teams to insure that
quality murals* program en being implemented and that praises are being
eorracted.
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VA health ear*: wes of private providers should be batter controlled; report to the
Chairman, Committee on Veterens' Krebs, U.S. Senate. Sept. 28, 1941 Washington,
GA.O., 1992. 23 p.

'GAO/II:RD-92-109, B-24994T
'VA did not provide adequate guidance to medical centers on how to evaluate the

cost-dfactivenses of private cars in deciding whether to authorize private care at VA
expense, nor did it adequately monitor centers' use of private care authorizations ....
Requiring authorizations for private care to be Weed on economic considerations ia
required by law and VA policy.'

U.S. President (1989-1993 : Bush)
The President's comprehensive health reform program. Washington, G.P.O., 1992.
94 p.

President's plan: "guarantees access to heelth insurance for all poor families;
provides insurance vecurity for all poor families; provides insurance security for all
Americans; will reduce the cost of health insurance through major market reforms;
provides new help ' o the middle class to pay for health care; encourages growth of
coordinated care; lendss major malpractice reform and would expand services in
undieerved areas.'

Proposed legislationHealth Care Liability Reform and Quality of Care Improvement
Act of 1991; message. Washington, G.p.a, 1991. 46 p. ( Document, House, 102nd
Congress, 1st seosion, no. 102-8.4)

'A draft of propoeed legislation to improve health care delivery system and ensure
awess to affordable quality health care through reduced liability costs and improved
quality of care, and for other purpooes .... Message and accompanying papers
referred to the Committees on the Judiciary, Energy and Commerce, and Ways and
Means.'

U.S. Public Health Service. National Vaccine Program Office. Interagency Committee on
Immunization.
Action plan to improve access to immunization services; report. Washington, The
Committee, 1992. 42 p.

Focuses on services 'for pre.school age children and targeting to high-risk and
hard to reach populations. To accomplish this, the Plan emphasizes improving access
to immunization :services through improved coordination among Federal health,
income, housing, education, and nutrition programs.' Sets out responsibilities of fir,
Administration for Children and Families, Centers for Disease Control, Health Care
Financing Administration, Health Resources and Services Administration, Indian
Health Service, National Institutes of Health, National Vaccine Program Office, Office
of the Surgeon General, Office of Minority Health, Dept. of Housing and Urban
Development, Dept. of Agriculture, and Dept. of Education."

Victor, Kirk.
Gut issue. National journal, v. 22, Mar. 24, 1990: 704-707.

'Health care coverage and ccetswhich used to be minor items in the rough and
tumble of collective bargaininghave rapidly become central impediments to contract
settlements. Disputes over health benefits were a prime factor in 78 per cent of major
strikes involving 1,000 or more workers in 1989up from 18 per cent only three years
earlier, according to a study by the Service Employees International Union (SEIU).'

Wagner, Judith L.
The competitive solution and the health care problems of today. Quarterly review of
economics and business, v. 30, winter 1990: 96-100.

'This article examines how well the competitive solution deals with the five
central problems of the health care system: (1) almart universal lack of adequate
health insurance for nursing homes and home care; (2) Medicaid's penurious approach
to payment for health services for the poor; (3) the emergence of a dual health care
system, especially for children; (4) the entrenched waste and inefficiency of the health
care system; and (61 conaumers' inability to judge the quality of health care. The
competitive solution doge not eliminate any of these problemsend may not even
improve tome of them.'
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Wesley, Terme P.
Whet has government done to our health care? Washington, Ceto Institute, 1992.

This book will be mashie later in 1993.

Watson, Sidney D.
Reinvigorating title VI: defending health care discriminationit shouldn't be so may.
Familial* law review, v. 58, Apr. 1990: 939-970.

'The American health csre metes as it presently operates is not meeting the
needs of America's minority population. A deferential standerd ofjustilleation allows
health care Weiner to continue as usual, but businges as usual has not made health
care accessable to America's minorities. A burden of justification that focuses on lees
discriminatory alternatives will encourage the development of new approaches to
heath cam adannietration that will leap bring minority patients into federally funded
health eitre programa"

Wand, Burton A.
The Health care quadrilemma: an mem on technological change, insurance, quality of
care, and cost containment. Journal of economic literature, v. 29, June 1991: 523-552.

Polite 'clynemic interplay of incentives for the R & D sector to develop
particular kinds of new technologies, the role of the insurance system in that process,
and reciprocally, the long-run effects of new technologies (any new knowledge about
health eare) on the character of the health care insurance system'

What's ahead in health are Business & health, v. 10, Dec. 1992: 32-34, 3640, 42.
Contenta.What's ahead in health cars for 1993?, by Norma Harrie.Employere

plan more aggressive cost-cutting strategies, benefits survey show, by Norma
Harria.--Health care group aim. at community-bred systems, by Steven Findley.

Whither health care reform? A roundable. UMW in mance and technology, v. 9, fell
1991 55-64.

John Immorwahr, Walter B. Maher, Theodore R. Marmor, and Robert E. Math
discuss the roles, responsibilities, and risks of American employers in health care
reform.

Why conga...time don't talk about America's health system. Washington, Democratic
Study Group, 1991. 66 p. (DSO special report no. 102-6)

Contente.A terminally ill health system.Coet & quality: how the United States
compares with other nations.Why ore U.S. costs so much higher?

Wiener, Joshua It, Engel, Jeannie.
Improving souse to health services for children and pregnant women. Weehington,
Brookings Institution, 1991. 90 p. (Brookings dialogues on public policy)

Wiener, Joshua M. Hanley, Raymond J.
Winners and keen. Brookings review, v. 10, fell 1991 46-49.

'The present smtem of health care in the United States, with its explosive
incresese in edits and growing numbers cit uninoured, is both unfair and financially
uneupportiale over the long run. As result, politymakers will be looking
increesingly at the option of rationing and the decilitre it requires about the
allocation of resources between low-technology primary care and high-technology
specialty care. On balance, virtually ell tainting schemes would maks primary care
more acoessile then it is now. But the key question is: how much will improvements
in mass to marry mire be at the espenes of high-technology service*.

Winners and losses in reforming the U.S. health care system Washington, Employee
Beostit Ressuch Institute, 1991. 43 p. (EBRI special report, SR-11)

'Selected papers and discussion from the October 1990 zazi-Ear Polley Forum.'
Partial contents.The will to chimp, by Selwyn Feinetein.Waners and kens in

reforming the U.S. health care system, by Stephen LongIlealth ere reform review
of five pork proposids, by Micheal A. Monism.

Wolk, Sidney.
Slimy Wolfic the Progressive interview. Promisor.% v. 67, Mar. 1993: 32-34.

Somsbady bee to look out for paced* who me being manipulated by the hospitals,
dodoes, imairenes end drug emnpanise,' sem Wolf*, the hematology biochemist who
founded the Public atisen Health Rosati* Group. Wolfe discusses the health care
spasm mil current public heath problems In an interview with Robert Spero.
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Yee, Donna L
Health care scow and advocacy for immigrant and other undereerved elders. Journal
of heath care for the poor and underlies-red, v. 2, spring 1992: 448464.

'Little is known about health access and advocacy for elders of color, and even lees
is known about immigrant elders, whose growing number is the major reams that
almost one &every three older persons in the US. by the year 2006 will be an elder of
color. This paper explores a number of access barriers faced by underserved elders,
including inequitable long-term care envies. and counterproductive 'colorblind'
approaches to caregivine
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Custer, William S.
Health insurance coverage for the near elderly. Washington, Employee Benefit
Research Inititute, 1990. 54 p.

'This research seeks to determine bow individuals between the ages of 55 end 64,
the near elderly, differ from people in younger cohorts, what is their source for health
insurance, what are ths characteristics of the near elderly without health insurance,
and bow have these factors changed over time.'

Does health insurance make a difference Background paper. %Abington, Office of
Technology Assessment, for sale by the Supt. of Does., G.P.O., 1992. 80 p.

"OTA-BP-H-99'
'Provides interim results of OTA's IIIMNINMent 'Technology, Insurance, and the

Health Cara System.' It reviews the scientific literature linking health insurance
status with access to and the use of health serviette, and with individual outcomes.'

Foley, Jill.
Sources of health insurance and characteristics of the uninaured: analysis of the March
1992 Current Population Survey. Washington, Employee Benefit Reeeareb Institute,
1993. 70 p. (URI ism brief no. 133, Jan. 1993 EBRI special report)

Provides detailed statistics 'that will prove usettil in evaluating and eatimating
costa of health care reform proposals. Most tables cover the nonelderly, whose most
common source is private health insurance.

Friedman, Emily.
The uninsured: from dilemma to crisis. JAMA [Journal of the American Medical
Association], v. 265, May 15, 1991: 2491-3495.

' The uninsured, however, like the proverbial poor, mem alwaye to be with us. In
fact, their numbers have grown significantly in the past 15 years. Proposals for
solutions are rife, but consensus on bow to attack the problem has proven, to say the
least, elusive. Naverthelsse, the dilemma of the uninsured has become a crisis,
affecting all aspects of the health care system and many aspects of society.'

Friedman, Joyce.
Genetic testing: what will it mean for health insurance? Business & health, v. 9, Mar.
1991: 40, 42, 44, 46.

'With the benefits of genetic Meting also comas controversy over what should be
done with the information gained from the testa. One of the hottest areas of
controversy is the role of genetic teiting in madical insurance underwriting. What
happens when genetic testing moults are used to deny patients medical insuranceor
greatly raise their premiumar

Ginsberg, Eli. Ottow, Miriam.
Beyond universal health insurance to effective health care. JAMA [Journal of the
American Medical Amociation], v. 265, May 15, 1991; 2559-2562.

' Faced with insurmountable obstacles to the early establishment of universal
health core coverage, the Unitad States should use the next years to experiment with
removing discrete barriers that currently impair the 111M1111 of many millions of
Americans to proper medical care. Such experimentation should contribute to
designing more effective system of universal coverage, if and when the opportunity

Health care reform: prescriptions for chimp. National voter, v. 42, Sept.-Oct. 1992: 7-18.
Contents.Prescriptions for change.Health cars position etatement, by the

League of Women Voters.To play or not to play: that is the queetion businesees
would face under employer-bawd reforms.HealthAmerica: a viable solution, by Sen.
George J. Mitchell.Nationel health insurance: debating the single-payer solution.The
American Health Security Plan, by Sen. Harris Wofford.Can health are go to
market?A conaumer-choice health plan for Amities.

Hillgren, Sonia. Henderson, Pam.
High-stakes health 'neurones. Farm journal, v. 114, Sept. 1990: 15-18.

' Heelth care is the No. 1 problem for rural Americans today. Forget commodity
programs and trade. They may be problems, but they're not SS big,' says Aaron
Trippler, of Communicating for Agriculture, nonprofit Minnesota organization that
sells health insurance to 80,000 farmers nationwide and leads insurance-reform
efforts.'
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Moniamy, Joanne S.
Fair enwrap fee all. Bast's review: lifehsedtlAnsurance edition, v. 93, Nov. 1992
67-68, 110.

'To provide equal access to health care for all individuals, Ametica needs a
workable structure that involves everyone: the pvernment, individuals, businesses and
indurate. A willingness on thO part of the American people to accept responsibility for
thseershis also plays pert. But feseelle system must start with a commitment by
each sector to a realistic plan.'

Murray, Thomas a
Genetics and the moral Legion of health insurance. Herein., Center report, v. 22,
Nov.-Den 1992: 12-17.

'Deciding whether genetic differences among individuals ars morally relevant to
health insurance requires us to ask, What kind of good I. health care? and, Whet
principles should govern its distnlution? There are good mamas to doubt that
'actuarial fairness' is an adequate deaription of genuine foam..s in health insurance.'

Parham, Linda.
Pepper Commission tackles health insurance scarcity. Pension world, v. 26, Oct.
1992 32, 35-36.

Today's scarcity of affordable insurance for small business owners in
combination with benefit cutback. Dom larger employers fighting to contain
sowing health care costs could endanger covered workers."

Proctor, Rosemary.
Health policy diagnosis. Policy options, v. 12, Oct. 1991: 3-12.

Contants.Tle bitter debate over health policy, by Rommary Proctor.A
word of advice to Americans: don't copy Canada's health cars system, by Douglas
J. McCreedy.Doing the right things, by Kenneth J. Fyks and Barbara Poole.

Swartz, Katherine. McBride, Timothy D.
Spells without heslth insurance: diatributions of durations and their link ta
point-in-time estimates of the unineursd. Inquiry, v. 27, fall 1990: 281-288.

'Hatt of all uninsured spells end within 4 months while only 15% heat longer
than 24 moods . Efforts to biome. health insurance coverage vis employer
mandates should proceed eauticusly until we know bow many people with long
unnamed spells AM employed.'

U.S. Congress. Howe. Committee on Education and Labor. Subcommittee on
Lebor-Management Relation..
Oversight hearing on small business health insurance problems. Hearing, 102nd
Congress, 2nd session, Washington, DC, April 30, 1992. Washington, For sale by the
Supt. of Docs., Congreeional Sales Office, G.P.O., 1992. 133 p.

'Serial no. 102-110.*

U.S. Congress. Howes. Committee on Energy and Commerce. Subcommittee
on Health and the Environment.
Health insurance coverage and reform. Hearing, 101st Congress, 1st seerion.
Mar. 9, 1989. Washington, G.P.O., 1989. 137 p.

'Serial DO. 101-18.

US. Congress. House. Committee on Ways and Means. Subcommittee on Health.
Access to health insurance. Hearing, 102nd Congres., 1st session. Feb. 25, 1991.
Washington, G.P.O., 1991. 169 p.

'Serial 102-6'
Hearing held in Hartford.

Health insurance and the uninsured. Hearing, 101st Congress, 1st esseion. Apr. 6,
1989. Washington, G.P.O., 1989. 124 p.

'Serial 101-24'

Health insurance for children and pregnant women. Hearing, 101st Congrera, 2nd
session. Mar. 20, 1990. Washington, G.P.O., 1990. 102 p.

'Serial 101-78'
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Health insurers for the unemployed. Hearing, 102nd Congress, lat resion. Mar. 21,
1901. Warington, G.P.O., 1991. 106 p.

umir
U.S. Conger. House. Select Committee on Aging.

In poor harden the Federal commitment to vulnerable Americans. Hearing. 101_It
Congress, Indi session. Mar. 5, 103. Washington, 02.0., 1990. 124 p.

'Comm pub. no. 101-7115"

U.S. Congers. Sonar. Committee on rinseroe.
Health car corny for children. Hering, 101at Congress, 1s1 serion. June 20,
1989. Washington, G.P.O., 1990. 242 p. Messing, Senate, 101stCongress, let

session, S. Het 101466)

U.S. Congress. Senate. Committee on rinance. Subosinnittae onHealth.
Lack of heath insurance coverage in the United States. Rearing, 100th Congress, 2ad
resion. June 30-July 25, 1988. Washington, 02.0., 1969. 2 v. (172, 167 p.)
(HWring, Senate, 100th Congrer 2nd maim S. Rig. 100-758, pts. 1-2)

U.S. Coaster. Sears. Committee on Finance. Subcommittee onHealth for Families and

the Uninsured.
Uneompensatad health care are for the uninvited. Hearing, 101et Congress, 2nd
eassion. July 23, 1990. Washington, G.P.O., 1991. 106 p. (Hearing.Senate, 101st
Cooper 2md masion, S. Hrg. 101-1222)

US. Corpses. Senate. Committee on Labor and Human Rerun:es.
Health care crisis: human impact on insurance company abuse. Hearing, 102nd
Congress, 2nd session. June 24, 1992. Washington, G.P.O., 1942. 44 p. (Heeting.
Senate, 102nd Congress, 2nd emir; S. Ilrg, 102-630)

U.S. General Accounting Office.
Health irritants: a profile of the unineured in Michigan and the United States: report
to the chairmen, Subcommittee on Health for Familia. and the Uninjured, Committee
on Finance, U.S. Senate. May 31, 1990. Washington, G.A.O., 1990. 21 p.

0AOffiltD-90-97, 8-239251'
Michigan bad over 860,000 uninsured individuals under age 86, down from a 1984

peak of over 1 million persons. 'A high percentage of uninsured people were among
the lower income, minority, youth, and unmarried segments of the population. Mort
uninsured people in Michigan live in families with an employed worker, and mirrored
characteristics of those embodied in doe national uninvited population.'

Health insurance: an overview of the working uninsured; report to the chairman,
Committee on Finance, U.S. Senate. Feb. 24, 1989. Washington, GAO., 1989. 54 p.

VAOAIRD-82-45, 8-230457
Discrete 'the cheracterirtice of tbe working uninvited, tbe kinds of employer.

that do Dot offer heelth insurance, and the reseals thee* employers give for not
providing it . . . . Discusses where the unineured obtain medical care, the types of bills

they incur, and who psys those bills . . Outlines the policy options available for
providing health insurance to the working unineured."

Heath insurance coverage: a profile of the uninsured in eelectad States; fact shift for
the Chsirman, Subcommittee on Health for Families and the Unineured. Feb. 8, 1991.
Washington, GAO., 1991. 58 p.

VACVIERD-91.317S, 13-241836'
Uees data from the Bureau of Cora March 1969 Current Population Survey to

analyse cherecteristice of the medically uninsured in Alabama, California, Florida,
Geri* Illinois, Louisiana, Michigan, New Jersey, New York, NorthCarolina, Ohio,
Penarrivania, Tennessee, Tar, and Virginia.
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Hamar access to heath ear apifkant pps east report to congressional
requester*. Jan. 15, 1902. Washington, G.A.O., 1992. 30 p.

VAQTEMD-9241, 3-24697r
Tor now Arstivras, the that step fa ear nag heath care ia the acquisition of

heath hasiesess. Hispania however, are MAI less Wooly than others to have health
Wartime enwrap. Thirty4inee paced of aU Hispanics were without heath
ineuranoe in MS, and this problem wee aped* acute for the liserican-Amerken
coornaity, where 37 percent won uninsured.

Universel health insurance. Haelth/PAC bulletin, v. W, summer 1990: 3-33.
CattentrThe debate is in the States, by Dana Hughes and Zoo Clown.

California dreaming, by Kevin Orunbach.Cesspeigning for health care reform,
by Davi WeekThe univocal heath are law in action, by Rob Restuceia.Patchwork
not Perestnalm, by David U. Nuemalstein, and Stade WoolhandlerImportlog health
are reform? by Samuel Ware.

Veldes, R. Burciap.
Insuring Lanus spinet the costs of illness. Santa Monica, Calif., Rand Corporation,
1991. 7 P. (Rand pear P-7750)

Testimony before Select Committee on Aging and the Congreasional Hispanic
Caucus in which he stater Numerous recent pub/iceboat reveal that many Latina,
especially Mexican Americans, have the lowest level of medical and mental health care
utilistrion in the country. While it I. not completely clear why this situation exists,
WON Mauna to care are st the maw of the debate. Heelth insurance coverage and
affordability are major determinents of access to tare!

Ifitchell.
Genetic tear can we afford the answers? Medical avid news, v. 32, Jan. 1991: 3247.

'Doctor* may see many patients develop pps in health ineurance as today's
occasional arelusions for pottically diagnosed risk proliferate. Gene reesarchers
already far misuse of their advances. As they produce ways to predict najor illnesses,
coverage cas could evoke nations] insurance!

B. NATIONAL HEALTH INSURANCE

I. Federal Governasent as Payor

Randow, Doug.
Is nationalized health etre the right pracription? Rainer and society review, no. 79,
fall 1991: 29-33.

The answer is neither huge new federal prop= nor fivieral takeover of the
medical system. brad, the solution is to make the current health care industry more
efficient by forcing providers to face competition and conamers to be more cost
conscioin!

Satin, Margaret P.
Dying in 569 beds: efficiency, 'beet buys', and the ethics of standardisation in national
health are. Journal of medicine and philosophy, V. 17, 1992: 59-77.

'While a national health care system may be greeted with enthusiasm on many
grounds, it poem gni:abatial morel problemsnot the laid of which would be the clash
between the 'standardisation' of care for the mike of efficiency and the needs of
individual plaints. Such problems are best seen in the treatment of dying patients.'

Bagatelle, Roger M. Weil, Thames P.
National health banana recocaidered: dilemmas and opportunities. Hospital &
health savior adminietration, v. 34, summer 1969: 139-165.

'The authors conclude that government intervention in the health sector I. bound
to expend rather than contract because centralization b the key to reconciling
otherwise divergent political demands for spending controls and greater equality of
acmes to quality care for the increasing number of unit:mired or underineured
persona!
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Byxon, P.
The health insurance conspiracy. Ms., v. 3, Sept:Oct. 1992: 40-46.

Charges that 'wet controf in any form means income control for doctors,
hospitals, inmate, and their ancillaries.' Describes the plight of many who axe
uninsured, concluding, am so bad in heals care that U.S. chimna have to
overcoat their disgust with resuming to support universal health ewe through
natioasl program.'

Conyers, John, Jr.
Tinive principim for national health insurance reform. Journal of health care for the
poor and underserved, v. 2, opting 1992: 423-426.

'Over the last par, I have spent considerable time meeting constituents, speaking
with physicians, elating hospitals, and holding Government Operations Committee
hearinp in Datroit and Washington on the haelth rare problem. I alsocommissioned
maior study by the Gnus& Accounting Once (GAO), the nonpartisan raseezels arm of
Congress, antitlad Canadian Meth Ineurance: Lambe for the Unitad States. Band
on this work, I have idantified 12 principlas for reform.'

Pei, Bashi.
Haelth cars reform. Scientific American, v. 267, Nov. 1992: 46-69.

'Madical costa are rising rapidly, and millions of people bays no health core
emarage. The nation urgently mods a universal insurance program.'

Fuchs, Victor R.
National health insurance revisited. Cambridge, Mess., National Bureau of Economic
Reesarch, 1991. 18 p. (Working paper no. 3884)

'This paper explak why one in mean Americans has no health insurance, and
compares the casualty and the social inaurance modals of haelth insurance. The paper
dimness the relationship among national health insurance (NFLI), the coat of care, and
the health of the population, and it considers tbe proapects for NHI in Use Unitsd
States in the short and the long run. Four explanations for the essence of NH1 in the
United Stater distrust of government, heterogeneity of th. population, robust
voluntary sector, and lack of nobleme oblipare evaluated in the light of recent
political, social, and economic trends.'

Goodman, John.
Beware of national health insurance. Washington, Heritage Foundation, 1990. 6 p.

(Heritage lacturse 276)
Looks at problems with baaltb care sycleros when governments take control of

nation's health care resourcas.

Himmilstain, David U. Woolhandler, Steffle.
A national baalth program for the Unitad States. New England journal of medial*, v.
920, Jan. 12, 1989: 102-108.

'A national besIth program that would (1) fhilly cover everyone under a single,
comprehensive public inutrance program; (2) pay hospitals and nursing bonus total
(global) annual amount to eover all operating expenses; (3) fund capital costs through
oeparste appropriations; (4) pay for physicians sarvicas and ambulatory service, in any
of three ways: through fee-for-service payments with a simplified foe schedule and
mandatory acceptance of tha national haelth program payment as the total payment
for a service or procedure (assignment), through global budgets for hospitals and
clinics employing salaried physicians, or on a per capita basie (capitation); (6) be
funded, at least initially, from tha same sourcee as at present, but with all payments
disbureed ficm single pool; and (6) contain coats through savinp on billing and
bureaucracy, improved health planning, and the ability of the national health program,
as the single payer for services, to establish overall spending limits.'

How we can get responsible national health ineurancs. Amsrican enterprise, v. 3, July-Aug.
1992: 60-69.

' The plan that we outline in this article will &Wave adequate insurance coverage
for all Americans. Financial aasistance is provided for thoue who need it in tbe form of
tax cradits. The plan encourages a vigorously competitive market; it turn, to
govarnment only as needed to make markets work better. We call our plan
Reeponsible National Health Insurance (RNHD. Its main features are outlined fin this
artic41.'

464



461

Nopkind, Andrew.
Seising the historic reseent motioned heath mes Nation, v. 263, Dr_ 18, 1991:

712.
The tire has come to add health care to the structure of public prosperity in

Armies,' by instituting a national health system the author argues He furs that,
instead, 'ails manegate are sure to pick the least effective, most amensin and met
does-ditiene health am mem'

Kostarlits Julie.
80alleilfg resists:me. Nationaljournal, v. 23, Jan. 12, 1991: 6448.

'Though still wry of national health Mums many buena..s are entertaining
goverment roie in health ears reform eyeing cost control methods web ea tat

pantities and uniform pricing.'

Levey, Samuel. Hill, Jams.
National health insurencethe triumph et equivocation. New England journal of
medicine, v. 321, Dee. 21, 1989: 1750-1754.

'In the United States, the federal government has traditionally been the agency of
last reeort, the Mod perty to intervene on behalf of the public intoner. For the
protection of our health con system to be eatended, either an upwelling of popular
discontent or strong, actin hadership is nacessary. Without such ferment and
leadership, the beet we can hope for in the direction of universal health me is a series
of hilt rearm and fragmented tenanting mechanism more equivocation.'

Liberal beneSts, coneervatin spendinc the Phyticians for a National Health Program
proposed. JAVA [Journal of the Arsenio Medical Association), v. 266, May 16, 1991:
2649-2554.

'Me physicians for a National Health Program proposes to cover all Americans
under a single, comprehensive public insurencs program without comments or
deductibles and with free choice of provider. Such a national health program could
reap tens &billions of dollars in administrative savings in the initial years, enough to
fund generous increases in health care service not only for the uninsured, but for the
underineured as well. We delineate a transitional nationel health program budget that
would bold overall health spending at current levels while accommodating iDaIMINII in
hospital and physician utilisation'

Moore, Gordon T.
Let's provide primary cue to all uninsured Americansnowl JAMA (Journal of the
American Medical Association), v. 265, Apr. 24, 1991: 2108-2109.

Argues that while comprehensive health Muranoe for the uninsured is being
debated, the Federal Government, by prepaying participating physicians, could provide
basic primary care services to the unimured.

A Plan for 'rammed:de national health insurance.' Health affairs, v. 10, spring 1991: 5-25.
'Most of the new national health Muranoe proposals, us versions of

national health insurance that have been proposed for drades, assume that
substantiel government involvement in the health care system is necessary t
*rum insurance °oversee for all Americans end appropriate growth in health care
expenditures. Our view le that excessive government intervention will make
matters worn. Our strategy, therefore, is to designs scheme that limits
governmental rules and incentives to the extent necessary to achieve the
objectives.'

Responsible national health insurance. Sy Mark V. Pauly at al. Washington, AEI Press;
Lanham Md., Distributed by arrengement with University Press of America, 1992.
87 p.

Seidman, Laurence S.
Reconsidering Rationed health Mum.. Public interest, no. 101, fall 1990:
78-88.

'Today, many conservatives oppose any government initiative concerning
health insurance, and may liberals Nieman mandated print. health in/unmet
with specific provisions Conservatives seek to limit government regulation of
medical providers and liberals hope to assure univereel mese to medical care
without financiel hardship. I will attempt to amlain why both ere mistaken:
their strategies will not achieve their objectives. Instead, en income-related 11R1
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la the best way both to limit government regulation of medical providus and to
achieve unafraid amass without financial hardship.'

Stamm, Carol.
Why business is rushing to suppoet NHL Madical economics, v. 66, Aug. 21, 1989:
132, 134, 137-140, 143-144, 148.

lfirploding heath coots have Iset omployers shaken and angry. Many
mecutives view national health insurance as the only solution.'

Stone, Peter H.
National health Maumee? Legal tams (supplement), v. 14, Feb. 17, 1992: 11-12,
15.

Advises that the Health Insurance Association of America 'is now mounting
an aggressive lobbying and public-relations campaign to block national hsalth
indurative and to win tho =arts and minds a politicians nationwide for more
limited Worms.'

U.S. Congress. Hoare. Salad Commit...le on Children, Youth, and Families.
The changing fate of health care: the movement toward universal acmes. Hearing,
101st Congress, let erasion. Dec. 11, 1989. Washington, G.P.O., 1990. 201 p.

Hearing held in New Haven, cr.

%Imlay, Terre. P.
The coming push for national health care. Faeman idea' on liberty, v. 40, Jan. 1990:
90-31.

Valls for ea= kind of national aulth care program have increased during the
paet year and are coming from variety of sources. The rapid escalation in haalth care
meta, particultrly in the 1980., and attention to the fact that appamimataly 90 million
Americans lack health care laureate, hays rasa demands for aim. kind of universal
solution.'

Weil, Thomas P.
Is it tins for NIH national health insurana? Beet's review: lifefilealth/maurance
edition, v. 90, Apr. 1I0: 32-34, 113-114.

Predicts 'what seems inevitable in the 1990. is national health insurance
program enacted on a stap-by-step basis and a far more restricted role for tha private
health insurana industry.'

Mental hsalth services under U.S. national health insurance plan. Hospital and
community pychiatry, v. 42, July 1991: 696-700.

'Sometime during the 1990s, the U.S. Conga= could enact legislation that would
establish universal WPM to basic hospital and physician services and, later, create a
national health insurance plan. The author explorss the potential effect of Uwe
programs on stata psychiatric facilities; short-term acute psychiatric care facilities,
including thaw uader for-profit owaership; mental health profeasionels; and =livery
of patient care.'

A universal scow plan: rap toward national health insurance? Hospital & health
maims administration, v. 32, spring 1992: 37-51.

Concludaa that 'tba =asap of a universal access plan is necessary and
incremental step that will provide additional time for the discussion of whether and, if
so, when the United States will be prepared to implement the final steps toward
more single-payer, centrally controlled health care delivery systsm.'

Wollstain, Jarret B.
National hmith insurance: a medical disaeter. Proem= ideas on liberty, v. 42, Oct.
1992: 381-387.

Contends that an alternative to national health insurance is the removal of
burdensome and costly government regulations that hinder free market approach to
health care.
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Does U.S. health care need a does of Canadian medicine? Business & hoalth, v. 9, Nov.
1991: 34, 96-39, 42, 4446.

Elaborates advantages and flaws in the Canadian health care system's poseibility
ss model for 'radical changes necessary to achieve affordable universal health
inourance in the U.S.

Dunlop, Marilyn.
Health care Canadian-style. Public citizen, v. 12, July-Aug. 1992: 16-18.

Ito Canadian approach to keeping its people haelthy and treating tit= when
they are sick may lack a few of the bells and whistles commonly associatad with the
United Stat.? richer system, but most Canadians aren't prepared to trade.'

France, George.
Cost containment in a public-private hosIth care system: the case of Italy. Public
budgeting & finance, v. 11, wintar 1991: 63-74.

'Health cars cost containment ham become an important issue in Wastern
countrias in recent years. However, mast efforts have mot with only limited success
and Italy is no exception. This article examinee the inlaid public-private system
existing in Italy. It also describes and evaluate. costriontainment efforts in the Italian
public health care system.'

Fuchs, Victor R. Hahn, James S.
How does Canada do it? A comparison of expenditures for physician? services in the
United States and Canada. New England journal of madicina, v. 323, Sept. 27, 1990:
884-890.

'This study concentratas on per capita expenditures for physicians' services
because in this important sector the ratio between U.S. and Canadian spending is
particularly large (1.72 in 1985). In other words, after adjustniont for population size
and the overall purchsaing power of the Canadian dollar, Americans spend 72 percent
more than Canadians for physicians' services. The comparabla ratio for hospital
expenditures is 1.34, and for all othar health expanditures combined it im 1.30.'

Graig, Laurens A.
Health of nations: an international perspective on U.S. health care reform.
Washington, Wyatt Cc., 1991. 263 p.

Hsislmaier, Edmund F.
Northern discomfort: the ills of the Canadian health syrtem. Policy review, DO. 68, fall
1991: 32-37.

Concludes that 'the U.S. political !structure is fundamontally unsuitad to
effectively administering a national health system,' particularly one with waiting lists.
To some extent, 'Canada's system serves well the mejority who are reminnebly
healthy.'

Perception vs. reality: taking a second look at Canadian health care. Washington,
Heritage Foundation, 1991. 20 p. (Backgrounder, no. 807)

'Far from being model to emulate, the Canadian health care system is an
alluring siren whoae fetching appaarance masks hidden dangers. Contrary to popular
perception. Canada has failed to control the growth in health care spending. At the
same time the clinical freedom so desired by doctors is being etaadily taken away from
Canadian physicians, while patients are forced to wait in lengthening lines for major
treatmants.'

Haiven, Judy.
Media:ars. Mother :ODOM, v. 16, Mar. 1991: 51-53, 67-69.

'What the AMA and othar enemies of our Canadian system Wm to be banking on
is the notion that people in the United Stat., will turn up their none at good
alternative if it can be made to seem ideologically impure, somehow un-American. The
Americans I've met tend to be smarter than that.'

Health cars systems abroad. Hospitals, v. 65, May 20, 1991: 30-35.
Contents.Looking abroad for changes to the U.S. health care system,

by Mark M. Regland.Germany: universal coverage leads to efficiency, praise,
by Mark U. Ragland:Healthcare 'down under': MOONS, with reservations,
by Julie Johnson.Two systems in change: Japan and the Netherlands, by Howard J.
Anderson.

4 CI



465

liealth care systems in transition. Paris, 0:pnisation for Economic Co-operation and
Development, 1990. 204 p. (OECD social policy studies no. 7)

Improved sfficisocy is an 'mondial comma of attempts to reform health care
systems in OECD countries. This collection of essays, by European and North
American experts, reviews managerial tads and the philoeophim underpinning the
evolution of sapenditure an health care!

Holansn, David.
Seeking curse for an oiling vistas. Insight (Washington times), v. 7, Apr. 8, 1991:
50-53.

'Most Americens are unhappy with the US health care system. Add to that
corporate frustration over the rising cost et employee benefits, and you have the
makings of a reform movement. Some experts look to the universal core synams of
Canada or Germany al the answer. But others me drawbecka in national programs
and applaud the diversity of plans in the United Stake.'

Horkits, Karen.
International benefits: pert onehealth care. Washington, Employee Benefit Research
Institute, 1990. 30 p. (EBR1 isime brief no. 106)

Prseents in graphic format infotmetion on private and public heath ineurance
programs and health expenditures in the US. and several other countries: Australia,
Canada, France, Germany, Great Britain, Japan, Netherlands, and Sweden.

Hughes, John S.
How well has Canada contained the costs of doctoring? JAMA (Journal of the
American Medical Association), v. 266, May 8, 1991: 2347-2351.

'Canada's provincee have bad varying sumss at containing the costa of physidan
services through the um of fee echedules and empenditure targets. TNs article
examines the wide variation in the increases in the costs of physician services among
Ontario, Quebec, and British Columbia between 1975 and 1987. Cost income& during
that time resulted from venous combinations of borer& in prior (fees) and

stroadated by en immured supply of physicians!

Hurst, Jeremy W.
Reform of health care in Germany. Heelth care financing review, v. 12, spring 1991:
73-86.

'For the pea 45 years Germany hes had two health cars syetema: one in the
former Federal Republic 400:many and one in the former German Democratic
Republic The system in the Federal Republic was undergoing some important reforms
when Garman reunification took place in Octclier 1990. Now the Imam in eastern
Germany is undergoing a major transformation to bring it more into line with that in
weetern Germany!

Iglehart, John K.
Germany's health core system (Two parts). New England journal of medicine, v. 324,
Feb. 14, 1991: 503-508; June 13: 175046.

Ikepmi, Naoki.
Japans.e health elm low cone, regulated few Heath affairs, v. 10, fall 1991: 87-109.

Kate, Aaron.
The heath are systems of British Columbia and Washington State: kerning from the
n eighbors. Government Emma review, v. 7 , Dec. 1991: 21-28 p.

'Comparative &la au the admin.:Woo, performance and quality ot health care
in a northweetsrn state end its slight)°, in Canada show the underlying influence of
n ational cultures, economise and gomnimentel atm:tures on the two systems!

Kokomo-UM Bradford.
Health insurance vabses and implementation in the Netherton& and the Federal
Republic of Gernismy. JAMA (Jommel of the Asterism Medical Association), v. 255,
Mey 16, 1191: 9496-2502.

Me bad* are "ears in the Netherlands eat the Faders! Repubne at Germany
ere brad on a set M.Mus. that imam =Cud (Anytime between private parties.
Three anytime are radioed there* maser incorporating primate practice
physiehme, community sod church- mad esunieipelhrefitlieted hospitals, and nonprofit
and far-profit insurwe. The underlying maims and isspiementalion approarber in them
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systems provide an alternative to the adoption of Canadian-style health insurance
system.'

Physician payment and coetcontainment strategies in West Germany: suggestions for
Medicare reform. Journal of health polities, policy and law, v. 15, spring 1990: 69-99.

'The capitation rates are determined by negotiations between the physician
assotiationa and health insurers. The West German government has been able to exert
some influence on the outcome of thee. negotiations through a quasi-governmental
advisory body. Aspects of this structure could be adopted by Medicare in order to
determine conversion factors for reeource-besed relative value scales or to create
expenditure control and incentive struetures for Medicare-participating physicians.'

Kosterlitz, Julie.
But not for us? National journal, v. 21, July 22, 1989: 1871-1875.

Although the Canadian health care system 'appears to offer mime better
alternatives to the pitfalls of the U.S. system ... the biggeot reason a Canadian system
wouldn't work here, U.S. analysts say, is Americans' abiding mistrust of their
government .... Critics argue that in a universal trystem, if push came to shove, it
would succumb to public and special-interest pressures for more spending.'

Taking care of Canada. National journal, v. 21, July 15, 1989: 1792-1797.
'A. America agonizes about soaring medical costs and the millions who lack health

insurance, Canada's systzm illustrates the proopects and pitfalls of universal coverage.'

Mita, Fran.
Healthcare policy in perspective: a global view. Medical world news, v. 33, Apr. 1992:
12-13.

A round table at the National Managed Care Congresa, March 1992 'brought
together five experts on international managed care to point out the problems and
reforms faced by national health care systems in Cnada, Germany, the Netherlands,
and Great Britain and the lessons that thus experience* offer for the United State..

Lemieux, Pierre.
Socialized medicine: the Csnadian experience. Freeman, v. 39, Mar. 1989: 96-100.

'Several lessons can be drawn from the Canadian experience with socialized
medicine. First of all, socialized medicine, although of poor quality, is very expensive.
A second lesion i the danger of political compromise. One social policy tends to lead
to another. A third lemon deals with the impact of egalitarianism. Socialized medicine
is both a consequence and a great contributor to the idea that economic conditions
should be equalized by coercion.'

Levin, Peter J. Wolfiron, Jay.
Health care in the balance: Japaneee eurythmy. Hospital & health services
administration, v. 34, fall 1989: 311-323.

'Japan's health care delivery system fits neatly into the island nation's
well-ordered, carefully balanced infrastructure. The organization and operation of
Japan's health system reflects the quest for harmony and balance, or eurythmy, of
Japans.* culture. While Japan's economic success has attracted considerable attention
among management scientiets, the health care system that fuels and nurtures the
health rtatus of its hyperproductive workforce has not been topic of much interest.
The organisation and management of Japan's health services delivery syitem are
analyzed in this article.'

Looking north for health: what we can learn from Canada's health care system. Edited by
Arnold Bennett and Orvill Adams. San Francisco, Jamey-Bass, 1993. (The Jamey-Baas
higher and adult education series)

This book will be available later in 1993.

Madore, Odette.
Established programs financing for health care. Ottawa, Rawer& Branch, Library of
Parliament, 1991. 18 p. (Backvound paper BP-264E (Aug. 1991))

Analyses the past fifteen years of health care transfer payments from Ottawa to
provincial governments. Assesses 'the ability of certain provinces to maintain an
adequate level of health cere services, respect for national standards, and shared
jurisdiction.'
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Rakich, Jonathon S.
The Canadian and U.S. health can eyeteeth profiles and policies. Hospital and
health services administration, v. 36, spring 1991: 25-42.

'Comparioons are made in this article between the Canadian and U.S. laselth
ans iniensnoe and &limy gnaw Cansda bee universal, comprehensive, and
publicly hooded health insurance kr medically neesseary hospitel sod pbyeiclem
services. The United States doss not. Aggrepte health ere espenditures kr
both tountries are ateminsd as are those kr ths hospital and phrician arches
sectors. Policy differences between both wetter, including system modals, hadth
ineuraeor financing, mouths wassitamot and control, and maim Knits, are
presented. Observations are mode regezding two sitheents cities Canadien
modelprospeetive *ninth sector and prospective hoicksl global budgetingand
whether they are ironer:hatabl to the United Stites.'

The Reform of health care: a comparative analysis of mven OECD countries. Health policy
studies, no. 2. Paris, OECD, 1992. 152 p.

'This volume dawn-bee and mreseas the reform path followed in seven European
countries: Belgium, France, Germany, Ireland, the Netherlands, Spain and the United
Kingdom. It outlines the principles adopted by most of these government, to monitor
change, though the objectives remain &spited budgetary oonstrainte, to improve the
health of their population in general sa well as equitable access to health while
respecting macro-economic equilibria.'

Reibardt, 'Uwe E.
West Germany's health-care and health-innuance system: combining universal seam
with cost control. In U.S. Bipartisan Commission on Comprehensive Health Care,
Supplement to final report, 1990. pp. 3-16.

Rochefort, David A.
More lemons, of different kind: Canadian mental health policy in comparative
perspective. Hospital and community psychiatry, v. 43, Nov. 1992: 1083-1090.

'The author concludes that universal insurance coverage patterned after the
Canadian model would ameliorate only some problems faced by mentally ill
persons in the United States. Mental health benefits must be structured to
ensure the availability and organisation of a full epectnim of long-thrm health
care and supportive services.'

Rodwin, Victor G. Grable, Harvey. Thiel, Gregory.
Updating the fee ethedule for physician reimbursement: comy-arative analysia of
Franc*, Germany, Caned., and the Unitad Statm. Quality assurance, v. 6, Feb. 1990:
16-24.

Rees, Jean-Jacques. Launois, Robert.
Francs. In Comparative health rystems: the future of National health care systems
and economic analysis, Jean-Jacqueo Rosa, ed. Greenwich, Conn., JM Press,
1990.

Sthatino, Frank.
The delivery challenges posed by Canada: bilateral view. Hoepitals, v. 64, Nov.
5, 1990: 58, 60, 62, 64.

'American health care achieves islands of excel/epee, while countless millions
lack access to health care or face economic deetitution if struck seriously ill. The
Canadian system achieves universal access, economic security, and effective cost
control at the expense of innovation and independence.'

&hither, George J. Poullier, Jean-Pierre.
Inn:n:4115one' health spending: hones and trends. Health affairs, v. 10, spring 1991:
106-116.

Schneider, Markus.
Health care cost containment in the Federal Republic of Germany. Health care
financing review, v. 12, spring 1991: 87.101.

'Since 1977, con containment has been an integral part ofheelth policy in the
Federal Republic of Germany. The common goal of the cost-containment acts wee to
bring the growth of health care expenditures in line with growth of wer se and salaries
of sickness fund members. The Health Care Reform Act of 1989 is the moat recent
manifestation of this policy. The main fewness of the numerous cost-containment acts
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ere described in this article, and the effects &oast cestannient on supply and demend
are analyse

Simi le, John F. Young, Gary J. Rubin Wert J.
0 Canada: do we meet tee much hem its heath system? Heath affairs, v. 11,
wring 1I 1-30.

"Ceeeda's health preepan bee beam primed as a solution to the most serious file
afflicting Anwrica's length ewe system ... A. proposed, Canada's model would replace
the mining combinetioa eye* ng. sad palilk health insurance with a single public
program thet would peotect all cinema from lie amnia& consequestom ot

BONSAI, Bonen.
Primary care and health: a crannetionel commison. JANA (Journal of the American
Wok& Assorntiosl, v. 201, Oct. 23-30, 1991: 2211-2271.

'Ten Western industrialised noticem wen compered on the beas ot three
characteristics: the want &their prism health service, their levels at 12 health
indicators (e.g., infant mortality, life sapectann, sod age-adjusted death rates), and the
eatisfection of their population in relation to overall costs cot the systems.' Canada,
Sweden, and the Netherton& ranked high; the U.S. end West Germany ranked low on
ell three memures.

Terris, lfdton.
Leeson tram Canada's health program Tuba:lop review, v. 93, Feb.-Mar. 1990:
27-33.

'Beyond a doubt, the Cansifien medical-care system can teeth the United
States a lot about bow to provide fair and lumens health coverage. But in
reeking solutions to the netica's medical woes, Americans must be premed to
learn tram Canada's weaknesses, es well se its strength.'

U.S. Conspire. Senate. Committee on Govenwasntal Affairs.
Cutting health core costa experiences in France, Germany, and Japan. Joint hearing
before the Committee on Government& Affairs, United Stant Senate and the Special
Committee on Aging, United States Senate, 102nd Congress, 1st session. Nor. 19,
1991. Washington, 02.0, 1992. 192 p.

'Serial no. 102-15"

U.S. General Accounting Office.
Canedian health insurance: estimating nets and savings for the United States; report
to the Honorable Nancy L Johnson, House &Representatives. Apr. 28, 1992.
Washington, G.A.O., 1992. 17 p.

VAOffiRD-92-83, B-2471525'
Tlellienld of Cornditaelyie system continue to be reviewed as part of current

discussions of health care reform. Analyse, that attempt to estimate how U.S. health
spending would change under a Canadhan-atyie system all suggest significant potential
for administrative savings. However, animates very more widely on the potential
additional costs of name& utilisation generated by the elimination of comments.
Appendix I provide. compernon ot studies and the range of estimates.'

Canadian health ineuranco lessons for the United States; report to the chairman,
Committee on Government OperMices, House of Reprmentatins. Juno 4, 1991.
Washington, G.A-0., 1991. 35 p.

"GAO/CIRD-91-110, B-24408r
' Review* Cansda's unions!, publicly funded neuronal system . . . the policies

used in this system, conessruences for both health can speodinj and access, and
implications far the United &ass."

Health rare spending conizol: the experience of France, Germany, and Japan; report to
congressional requestos. Nov. 10, 1991. Washington. GAO., 1991. 70 p.

'GAO/HRD-92-9, 5-244648'
' Describes them countries' methods of providing universal coverage through their

health innovate and finensing systems, their policies intended to restrain increases in
health we spending, and the effectiveness at them policies.'
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Vamp, Joan.
Health policy in Cansda. M April 1938; raved 23 Nommber 1990. Ottawa, Rasearch
Branch, 141:eary of Parliament, 1990. 17 p. (Current WWII rervirw 83-3E)

Analyses Government reeporombility for hamlet, financing the system, health
policy, and chronology &parliamentary action.

Walker, Michael-
Cold reality: how they don't do it in Canada. Reason, v. 29, Mar. 1992: 36-39.

'In Canada neither wear to !meth care nor medical outman. are equal. Posople
wait longer in mum provinces than in others, and some nadir& tachnol o. is available
in some provinces but not others. Waiting, which ia the on/y alternative for
low-income Canadians, amours.' high-Income Canadians to go to the United Stat.s
for treatment. The titter indication I. that Americans should not adopt the Canadian
health-cam syrtam in the miatekses bell& that it will solve the problems cisme. and
high cost:

Wataman, Nancy.
Socialitad medicine nowwithout the wait. Washington monthly, v. 23, Oct. 1991:
43.46, 48-50.

'Despite the utopian claims of universal Meth care advocates, the problems with
the Canadian system are mal. Making it right for us will take hard work and, above
all, brutal honesty about its flame. But the end moult will be advanced, humane
madical care for all Americans. That it will also bet billions of dollars cheeps than the
jury-rigged, inequitable system we'm got nowwell, that's just added incentive to do
the right thing:

Wail, Thomas P.
The German health care systitm: a model for hospital rsform in the United Statee?
Hospital & health services administration, v. 37, winter 1992: 533-547.

'Exprience in Germany illustrates that the United States could potentially
achieve unierreal access, comprehensive and high-quality services, and value for the
money expended with what is often niferred to m a 'quasi-private and quasi-publie
Meth care system. The GOMM hospital system is analyzed from number of
perspectives, and it is concluded that this approach has tame advantages over a
single-payer, monolithic-type nation.al health insurance model.'

Wicks, Elliot K.
German health care: financing, administration, and coverage. Washington, Health
Insurance Aseociation of America, 1992. 70 p.

Document 'gives particular attention to tha role fo private health insurance in
Germany.'

Wdaford, David.
Doctors and the state: the politica of health care in France and the United States.
Durham, Duke University Press, 1991. 355 p.

Wolfe, Samuel. Bagley, Robin F.
Universal access in Canada: questions of equity remain. Health/PAC bulletin, v. 22,
fall 1992: 29-35.

'Wolfe and Badgley's insightful analysis of what they ma ea shortcomings of tbe
Canadian modal and suggestions for their remedy are especially welcome Oven the
quartionable validity of most criticism of the Canadian system that Americans hear.
Their work helps us understand the nial problems that remain in the still-moleng
Canadian system. A. Americans discuss the various possibilities for progreasive
single-peyer reform, many smitten state-bee& system. Wolfe and Badglm point out
that demographically rooted inequalities and the lingering hsalth burdens of wee
class may inurfetv with truly national universal access. They also alert us to the
dangers that fedaral rem& from segues levels of support would pose to such "tate
strategy:

472
410



O
dd

 M
IN

E
 9

11
E

0 
ni

ig
i

11
11

11
4!

 h
ill

 I
li 

kg
i

1
itt

lif
 tr

im
(

il,
iii

ir
iii

ill
iii

pi
m

 I
I 

pi
 s

q
A

fi
t

1

11
11

1
ri

lin
g

11
11

4
th

ri
ft

 l'
er

11
lit

ti
I

di
l

'
!p

it
11

11
41

; ,
iii

i f
 1

04
1

M
ill

til
i

11
1

ru
t

1

I

Id
qg

:f
ill

if
ili

e
i

gi
rd

' i
f

if
ri

t
i
1 

p
I

i
1

;1
1'

01
1

i 1
le

i
I

ir
hi

ti
11

 I
I

:

.1
i

1
.

I
I

1
itk

ir
it

II
 F

r-
ji

IF
 I

It
ill

i I
r 

L
P

1 
I

IF
1

I 
1

1
i

I
sh

i
I

iir
ia

l
41

11
1

If
f

I
ii-

P
Il

i
i;

I
i

g
O

h
FP

I
qi

[
i

I
V

I
I:

4E
11

1
i

i
11

1
I

1

M
I

iil
ib

IT
!

w
ill

ill
iti

i i
ii

ii
ii

1

O
b.



472

the current employment-based syeam. Pamage of inadequate »forma, than, could tall
set the stage for nationalised health care in the not too distant future.'

Burgess, James F., Jr. Stefoe, Theodore.
Federal provision of health ears: creating aceess for the undesinsursd. Journsl of
health are for the poor and undelivered, v. 1, spring 1991Z64-387.

'The ferlerel health care =item for veterans I. used as a model for exploring
problems that must be solved in a universe) access plan. The diaoussion focuses on the
ffects of competition for patients and health are resources on costs, innovation,
regulation, and quality.'

Burman, Leonard E. Rodgers, Jack.
Tax preferences and employment-based insurance. National tax journal, v. 45, Sept.
1992: 3331-346.

'The tax subsidy for employment-based insurance has been an important factor in
the widespread access of middle- and upper-class working people to comprehensive
health insurance and high quality medical care. The same tax subsidy, however, has
played a major role in the explosion of medical costs and in the insurance problems of
small firms. The high cost of insurance and health care compounds the problems of
the uninsured.'

Sutler, Stuart M.
A tax reform strateu to deal with the uninsured. JAMA [Journal of the American
Medical Association), v. 265, May 15, 1991: 2641-2544.

'The high level of uninsurance in the United States is due in large measure to the
tax treatment of health care, which is based on the tax exclusion for amp/my-provided
plan.. Correcting the perverse ineentives for providers and patients resulting from
this tax treatment is the crucial step to creating national health cam system that is
affordable and efficient. The Heritage Foundation proposal calls for the elimination of
the current tax excluaion and its replecement with a system of refundable tax credits
for the purchase of health insurance and medical services.'

Using tax credits to create an affordable national health system. Washington, Heritage
Foundation, 1990. 15 p. (Beckgrounder DO. 777)

Discusses the general goals of health care reform and the Heritage Foundation
proposal that 'would assure affordable access is health care for all Americana with
little or no additional costs to the federal treasury.' Provides answers to specific
concerns about the proposal.

Why 'play or pity' national health cars is doomed to fail. Washington, Heritage
Foundation, 1991. 9 p. (Heritage lectures $29)

Reviaed version of a/simony given to the Senate Committee on Labor and Human
Resources on S. 1227 (HealthAmerica: Affordable Health Care for All Jamie= Act) on
July 24, 1991. S. 1227 'would create national health syrtem in America on the 'play
or pay' modeL In this approsch, U.S. compenies would be given a choice: either
provide a minimum specified package of health benefits to employees and their
families, or pay a payroll tax to finance public program to cover Americans not
covered under company plans.'

Callahan, Daniel.
Reforming the health care system for children and the elderly to balance cure and care.
Academic medicine, v. 67, Apr. 1992: 219-722.

In the area of health care reform, an entitlement program for the young is not
the answer: society must overcome its unwillingness and put into place universal
health care system. Even with such system, the health cue needs of the elderly will
continue to grow and abaorb more want= both because the percentage of elderly ia
rising and beau= developments in medical technology continue to create new
treatment possibilities and expectations.'

Cantor, Joel C.
Expending health insurance coverage: who will pay? Journal of heslth politics, policy
and law, v. 15, winter 1990: 755-778.

'Recent discussions on extending health ineurance to the more than thirty million
unirwured Americans have focused on two strategies: =pending tbs Medicaid progrein
and mandating that employers =moor coverage for their employees. This analysis,
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Ellwood, Manly Ryiner. Burwell, Brian.
Mama to Medicaid and Medicare by the low-income disabled. Health care financing
review, 1990 annual supplement: 133-148.

'A aeries of options for restructuring program eligibility requirements are
presented, with particular attention to improving the plight of the low-income disabled
worker during the 24-month waiting period for Medicare. Options for Medicaid
involve nationwide income eligthility levels at 100 percent of poverty and mandatory
buy-in provisions to Medicaid in all States. For Medicare, the reforms range from
altering the waiting period for Medicare by the disabled who are expected to die within
24 months after benefit award to eliminating the wairing period altogether.'

Entboven, Main. Kronick, Richard.
A consumer-choice health plan for the 1990s: universal health insurance in a system
designed to promote quality and economy. New England journal of medicine, v. 320,
Jan. 5, 1989: 29-37.

Propous 'that everyone not covered by Medicare, Medicaid, or some other public
program be enabled to buy affordable coverage, either through their employers or
through 'public sponsor? To attack the excess, we propose a strategy of managed
competition in which eollective agents, called sponsors, such as the Health Care
Financing Administration and large employers, contract with competing health plans
and manage a process of informed cost-conacious consumer choice that rewards
providers who deliver high-quality care economically."

Universal health insurance through incentives reform. JAMA [Journal of the
American Medical Association). v. 266, May 16, 1991: 2532-3538.

'Roughly 35 million Americans have no health care coverage. Health care
expenditures are out of control. The problems of acmes and cut are inextricably
related. Important correctable causes include eoet-unconacious demand, system not
organized for quality and economy, market failure, and public funds not distributed
equitably or effectively to motivate widespread coverage. We propue Public Sponsor
agencies to offer subeklized coverage to thou otherwise uninsured, mandated
employer-provided health insurance, premium contributions from all employers and
employees, limit on tax-free employer contributions to employee health insurance,
and 'managed competition."

Fein, Bashi.
The health security partnership: Federal-State universal insurance and
cost-containment program. JAMA [Journal of the American Medical Association),
v. 265, May 15, 1991: 2555-2558.

'The Health Security Partnership attempts to auure (1) that all Americana have
insurance coverage for set of comprehensive health care benefits, (2) that
cost-containment issues are addreesed in manner that does not impinge negatively on
the quality of care, and (3) that provider freedom to deliver appropriate clinical care is
strengthened. It assigns important responsibilities to the federal government (eg,
specification of benefits, review of propued state health care budgets), while
permitting states to select, develop, and adminieter specific program design features
they deem appropriate (eg, states could build on and expand the existing health syntem
infrastructure, including private insurance, and/or extend the role of tax-supported
programs). It is intimated that in ita first year the program would add about 5% to
America's health expenditures, but within few years, cost-containment efforta and
administrative efficiencies would reduce overall expenditure, below what they
otherwise would be.'
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A Framtwork for reform of the US heslth care financing and provision system. JAMA
(Journal of the American Medical Aseociationl, v. 266, May 15, 1991: 2629-2531.

'Repreeenting 100 businesses, insurers, providers and other employers throughout
Kansas, the Kansas Employer Coalition on Health, Inc. is the state's primary voice for
emplorrs in matters of health policy. In 1987 the coalition's board revolved to supply
private sector leadership to solve the problem of large numbers of uninsured
Americans. When an internal committee presented universal access model, the board
returned it to the committee with instructions to include proviaions for wet
containment In July 1989 the board endorsed the principles and general etrategies of
the framework that follows.'

Frieden, Joyce.
Many roads lead to health system reform. Business & health, v. 9, Oct 1991: 38, 40,
42, 44, 46, 48-50, 52, 54-65, 68, 62-66.

'To help sort out who the players are, what's at 'take, d what vend scenarios
are in store, Business & Health looks at the major eategori of health reform plans
and the problems they all try to eolve. We also talk with dividual employers end
employer groups to find out what the business community thinks about the plane."

Gabel, John. DiCarlo, Steven. Sullivan, Cynthia. Rim, Thomas.
Employer-sponsored health insurance, 1989. Health affairs, v. 9, fall 1990: 161-176.

Gold, Marsha.
Health maintenance organizations: structure, performance, and current issues for
employee health benefits design. Journal of occupational medicine, v. 33, Mar. 1991:
288-296.

'After summarizing the orins and key principles of HMOs, including the current
characteristics of the HMO industry, this article reviews the evidence of HMO
performanoe in the areas of benefits design. utilization and cost affectiveneas, quality
of care and consumer satisfaction, and selection and overall employer satisfaction.
Outstanding lames and concerns, from the perspective of employee health benefits
design, include issues such as assuring a fair price for HMO benefits, employer
contribution method., HMO diversification, and cost escalation end the search for
value.'

Goodman, John C. Robbins, Gary. Robbins, Aldona.
Mandating health insurance. Dallas, National Center for Policy Analysis, 1989. 21,
14 p.

Argues against proposals for mandated health insurance and concludes that 'it
would be far less expensive to subsidize unpaid hospital bills from public funds. And
close inspection of the market for health insurance reveals that existing government
regulation Is majcz cause of the rising number of people without health insurance.
Before enacting new retulations, we should first repeal old ones and give market forces
a chance to work.'

Grannat, Diane.
That's not covered. Washingtonian, v. 25, Mar. 1990: 115-119, 177-178, 180-184.

'While Congress and the federal government are only now beginning to wrestle
with the federal-employee health plan, private employers are already taking
coot-cutting measuree.'

Haislmaier, Edmund F.
A cure for the health care crisis. Issues in science and technology, v. 6, spring 1990:
59-63.

Heritage Foundation analyst argues that "restoring consumer choice is the key to
genuine and lasting reforms."

The Mitchell HealthAmerica Act: bait and switch for American workers.
Washington, Heritage Foundation, 1992. 17 p. (Issue bulletin no. 170)

Predicts that passage of this bill with its incentives would 'mean that the play or
pay system quickly would collapse into MI-blown government-run, tarpsyer
flnanced, national heelth care itystem, with all the features of such syetems that would
be unacceptable to moat Americanslong waiting lines for care, explicit rationing of
care, and limits on patient's choice of doctor and treatment.'

64-300 0 - 93 - 16
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Hall, Mork A.
Reforming the health insurance market for mall 'mimeses. New Englend journal of
malieine, v. 926, Feb. 20, 1992: 566570.

'Faced with possthis extinction, the private health inouranos industry hm emerged
as vocal advocate of reforming .... With the net of the debate over health care
reform in gridlock, the basic structure of these =enures has broad political support
and is viewed by many as having a high likelihood of passage, both in Individuel states
and early in the course of Wang reform .... It is therefore imperative to understand
precisely what small-group-market reform will and will not scoomplieli toward the twin
goal, of mimesl amen end wet containment.'

Harvey, Birt.
A propose' to provide health ineurance to all children and all pregnant women. Now
England journal of medicine, v. 323, Oct. 25, 1923: 1216.1=0.

Recommends a plan developed by the American Academy of Pediatrics which
would replace Medicaid and give fmancial access to preventive, primary end major
medical, and coordinated care to all children and pregnant women.

Health care reform. Employee benefit plan review, v. 47, Mar. 1993: 10-13, 14-16, 18-20,
22-26.

Examines 'reform measures introduced thus far in the 103rd Congress. Many of
the voices in the reform debate follow, including views =premed by the insurance
indurtry, state governors, end employer and provider groups.'

Herzlinger, Regina E.
Healthy competition: a third approach to the medical-insurance crisis. Atlantic
monthly, v. 268, Aug. 12:1: 69-81.

Suggests 'enabling Americans to shop for their own policies' of medical health
insurance through a combination of changes in the income tax axles and regulation of
health insurance companies, rather than establish a national health insurance system
or require all employers to provide insurance.

Is tax reform the key to heelth care reform? Edited by Stunt M. Butler. Washington,
Heritage Foundation, 1990. 128 p. (Heritage lectures no. 298)

At head of title: A Heritage Foundation Conference.
The Heritage Foundation in 1989 unveiled a bold strategy to addrees these

concerns. It would create si national system that would reform the beak tax treatment
of health me to give help where it I. really needed end to introduce real incentives for
sensible economies. The Heritage proposal generated enormous interestand contro-
versy. Heritage therefore assembled dietinguished panel of experts from government,
industry, and the health care field for this working conference to scrutinise the plan,
to tart Rs central elements, and to refine it. Their discussions and criticism are
reprintad here."

Jonsa, Stanley B.
Employer-based private health insurance needs structural reform. Inquiry (Chicago),
v. 29, summer 1992: 120-127.

'Argues that certain structural barriers in our employerbased health insurance
*rums inevitebly man failure by employers, private insurers, and physician( to
produce system that provides affordable health care and insurance to the entire
population with a minimum of government regulation and intetvention. Key barriers
that lead to failure in mewing the physician-patient tranciaction and the competition
among health cars/health ineuring plans are dean-bed. Finally, the minima scale of
needed reform is dimuseed.'

Karim, Karen.
Expending Medicare and employer plans to achieve universel health ineurance. JAMA
(Journal of the American Medical Amociationl, v. 266, May 15, 1991: 2625-2528.

'This article prompts plan to cover the entire US population by building on the
two etrongest elements of the current syetem-employer-provided health insurance and
the Medicare program, which currently covers elderly and disabled personswhile
instituting DIM univereel provider payment system to control rising costs. This plan
would achieve greeter efficiency and simplicity by establishing common basic benefit
peckge under both Medieere and employer plans, End establishing common provider
pement methods applicable to both Medicare and employer plays. It would be
Rimmed through a combination of employer end individual premium contributions,
Kroll Mas, meow! income Mee, end other generel tax revenum.'
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Roster lits, Julie.
Unrisky businees. National journal, v. 23, Apr. 6, 1991: 794-797.

'Both the health insurance industry and its critics agree that reforms are needed
to guarantee medical coverage for small businesses and their employees. The question
is, how sweeping will the changes beer

Kronick, Richard.
Adolescent health insurance status: =Alyeas of tzends in coverage and preliminary
estimates of the effects of an employer mandate and Medicaid expansion on the
uninnired; background paper for the Office of Technology Ammement's Project on
Adolescent Health prepared under contzact. Weehington, 0.T.A., for sale by the Supt.
of Does., 07.0., 1989. 73 p.

'OTA-BP-H-56, July 1989'
Examinee the health Murano, etatus of adoleecents, age 10 to 18 years, using

data from the Current Population Surveys, including March 1988 data from new
queations from the health insurance supplement.

Lippert, Clare.
The Health insurance tax credit and Medicaid expansion: eligible populations.
Washington, Health Insurance Association of America, 1991. al p.

'While less widely publicized than the changes in Medicaid, the tax credit is an
innovative measure expected to complement Medicaid and to benefit many children.'

McClure, Walter.
US health care: a better way. International economic insights, v. 3, Mar.-Apr. 1992:
37-40.

' Virtually all experts agree that the problems plaguing US health care and
coverage item from single underlying cause: m unsound market .... Proposed
solutions broadly divide into two camps: thaw that would mske the private market
sound; and those that would replace it with government controls."

Menke, Terri.
Universal health insurance coverage using Medicare's payment rates. Washington,
Conversional Budget Office, for sale by the Supt. of Does., G.P.O., 1991. 61 p.

Moron., James A.
Hidden complications: why health care competition need. regulation. Amencan
prospect, no. 10, eummer 1992: 40-48.

' The great irony of market reform Ls that ... markets ire not possible without
subtle and extensive government regulation ... There is a simple, incremental, fully
American, politically popular way to begin: expand Medicare to the entire population.
There are also more elaborate ways to achieve a more just, efficient health care system.
But none is more complex-to-describe, to legislate, to implement, or to administer
than the ostensibly simple notion of health care competition.'

Mornaey, Michael A. Jensen, Gail A. Henderlite, Stephen E.
Employer-sponoored health insurance for retired American.. Health affairs, v. 9,
spring 1990: 57-73.

O'Neill, Paul.
Health cue and American business: ono CEO's view. Health affairs, v. 10, spring
1991: 76-86.

In this interview Paul O'Neill, CEO of the Aluminum Company of America,
'expresses fear that the United States is heeded inexorably down road of
developing a federally dominated national health insurance ocheme, which he
believes would result in diminished system of care. Instead, O'Neill favors the
imposition of requirement on every citizen to purchase basic health inourance
coverage, the cost of which would be treated as tax credit, with public subsidies
for people without the means to pay.'

Reiner, Jamas B.
Health tare for the homelese in a national health program. American journal of public
health, v. 79, Aug. 1989: 1033-1035.

'Removal of financial barriers to care by enactment of a national health program
in the US would not solve all issues related to delivery of quality care for the homeless
unless its structure addressed the special needs of dieenfranchised groups.'
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Snider, Sarah.
Features of employer-sponsored health plane. Washington, Employee Benefit Research
Institute, 1992. 31 p. (EBRI issue brief no. 128)

Provides statistical information on health plan costs to employers, cost sharing,
plan funding, health care delivery systems, nontraditionel benefits, and retiree health
coverage. Discusses moms State and Federal initiatives.

Swart:, Katherine.
Why requiring employers to provide health surence is a bad idea. Journal of
health politics, policy and law, v. 16, winter 1990: 779-792.

"There is mounting preesure at the federal (and state) level to require
employers to provide health insurance to Mir employees. However, two quits
different groups of workers could be affected by such a mandate. In addition,
there are at least five mojor problems with requiring employers to provide health
insurance. Chief among these is the further fracturing of the insurance market,
so that the spreading of risk will be reduced, and only the young and healthy will
be offered insurance at relatively low premiums. We should be assigning a health
insurance system that has both universal coverage and a cost-containment
etructure. Toward this end, we need to tackle issues that transcend alternative
methode of financing health care in the U.S.'

Tapscott, Mark.
Health plan hot potato. Government executive, v. 21, Oct. 1989: 50-52.

'Thanks to factors largely beyond their control, selecting health insurance plan
each year during the November 'open season' can be an exuperating process for
federal worker, and annuitants. There is usually only one guarantee: Whatever is
choeen will cart more.'

Thompson, Roger.
Curbing the high coat of health care. Nation's business, v. 77, Sept. 1989: 18-20, 22,
24-26, 28-29.

Finds that 'the surge in health-insurance premium reflects the nation's
unexpected failure to bring rising medical costs under control.' Suggests alternatives
to mandating employers to provide health ineurance in a time of double-diet health
costs inflation.

Thorpe, Kenneth E.
Expanding employment-based health ineurance: is small group reform the answer?
Inquiry (Chicago), v. 29, summer 1992: 128-136.

'Nearly two-thirds of all uninsured workers are employed in firms with 100
or fewer employees. Making insurance 1110re affordable and available to small
groups is high on the political agenda. Effort, to reform the small group market
include making insurance more available by restricting the use of medical
underwriting to deny SUMO, and compressing rates to make it more affordable for
high-risk groups. Other reforms pureued at the state level have focussed on
reducing the price of inourance facing all mall employers. My analysis suggeets
that these proposals will have limited success in reducing the number of
uninsured. Short of compulsory ineurance, siinificant changes will occur only
when insurance i, organized around larger pu:s 'using groups and not small
employers.'

Thorpe, Kenneth. Siegel, Joanna E.
Covering the uninsured: interactions among public and private eector strateOes.
JAMA [Journal of the American Medical Association], v. 262, Oct. 20, 1989:
2114-2118.

'This article examines the impact of two recent proposals to cover the
uninsured on the cost of Medicaid expansion. The first, an employer mandate
(not specifically recommended by the Health Policy Agenda), would mtend private

sctor coverage to the employed uninsured. The second, a Medicaid 'buy-in',
would subsidize public sector ineurance for the near poor. Implementation of
these proposals in isolation or jointly would result in a dramatically different
distribution of costs between the public and private sectors. Their impect on the
cost of Medicaid reform highlights the importance of the broader debate
concerning stratogies for covering the uninsured.'
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Thorpe, Length Z. Fowl, Joanna E. Deasy, Theresa.
Including the poor: the fiscal important Medicaid 111Xplinfiell. JAMA (Journal of
the American Medical Association], v. $61, Feb. 17, 1989: 1003-1007.

"This article premeds the Leal impacts of the comarehemive reform of the
Medicaid progress put forth by the Health Policy Agenda for the American People.
Proposed reforms include establishment of improved uniform ergibility standards,
improvement in the mope sod depth of coverage in Mate Medicaid programs, end
incremed provider payment rates. We estimate that (impending Medicaid coverage
to all currently uninsured nomads* pawns beiow Cie federal poverty line would
cost approsimately $9 billion,

Tresnowksi, Horned R.
Building a foundation foe mimed acmes. Inquiry (Chicago), v. M, suaumer 1992.
M9-273.

'Specific sesames outlined by the Blue Cross and Blue Shield Association call for
a resew:Wring al health care financing that builds on competitive, employer-bred
health insurance system. Univeasal acmes can be achieved through better
roanagement of the cost of care and more affordable health can premiums.
Restructuring of the financing system muck restore its capacity to mange risk and
establish accountability for managing coat. Business practices and public policies that
have encouraged market fragmentation should be reformed end incentives to create
affordable insurance options for all buyers be established.'

U.S. Congress. House. Committee on Energy and Commerce. Subcommittee on Health
and the Environment.
Small market health insurance reform. Hearing, 102nd Congress, 2nd session. May
14, 1992. Washington, G.P.O., 1992. 259 p.

"Serial no. 102-16T

U.S. Convert House. Committee on Post Office and Civil Service.
The Federal Employees Heelth Benefits Program: possible strategical for reform;
report prepared by the Congreesionel Research Service for the Committee on Poet
Office end Civil Services, US. House of Representatives. Washington, 02.0., 1989.
361 p.

At heed °CUB*: 101st Congreme, 1st session. Committee print 101.6.
Examines the current program's sleekness.s and otrengthe, explore* the health

insurance experience of private and public employers, diecusess methodoloMes to
quantify metibenefit comparisons, and develops a standardization of terms.

U.S. Congress. Howe. Committee on Ways and Means.
Comprehensive health insurance ;gelation, including H.R. 9206, the 'Health
Ineurance Coverage and Cost Containment Act of 1991." Hearings, 102nd Congress,
1st session on H.R. 3206. Parts 1 :ad 2. OR. 3-24, 1991. Weshington, G.P.O., 1992.
2 v. (1549 p.)

isair "Serial 102-80"
'To amend the Internal Revenue Code of 1986 and the Social Security Act to

provide for health laminae coverage for workers and the public in manner that
contains the costs of health care in the United States.'

U.S. Congers. House. Committee on Ways and Means. Subcommittee on Health.
Health insurance in the small group market. leering, 101st Contras, 2nd motion.
Apr. 3, 1990. Washington, G.P.O., 1990. 124 p.

'Serial 101-86'

Health insurance options: expending coverage under Medicare and other public health
insurance programs. Hearing. 101e1 Cower, 2nd session. June 12, 1990.
Washington, 02.0, 1990. 150 p.

Health insurance options: health insurance deem of the indigent June 27, 1991.
Washington, G.P.O., 1992. 83 p.

102-46*

4=52



481

Health ineurance options: proposals from the provider community. Hearing, 101st
Congress, 2nd 8111111i012. July 24, 1990. Wal'hington, G.P.O., 1990. 67 p.

'Serial 101-106'

Health insurance options :. reform of private health insurance. Hearings, 102nd
Conine., lit esesion. May 2-23, 1991. Washington, G.P.O., 1992. 377 p.

'Serial no. 102-34'

Private health ineurance: options for reform. Washington, G.P.O., 1990. 55 p.
At heed of title: 101a1 Congresa, 2nd mission, committee print WMCP: 101-35.

Private health insurance reform legislation. Hearing, 102nd Congress, 2nd minion on
H.R. 2121; H.R. 1565; H.R. 3626. Mar. 12, 1992. Washington, G.P.O., 1992. 262 p.

' Serial 102-88'
' H.R. 2121.To amend the Internal Revenue Code of 1986 to impoee an excise tax

on premiums received on health insurance policies which do not meet certain
requirements; H.R. 1566.To increase access to health care and affordable heelth
Laurance, to contain costs of health care in a manner that improves health care, and
for other purposes; H.R. 3626.To amend the Social Security Act and the Internal
Revenue Code of 1988 to provide for improvements in health insurance coverage
through employer health insurance reform, for health care wet containment, for
improvements in Medicare prevention benefits, and for other purposes.'

U.S. Congress. Senate. Committee on Labor and Human Resources.
Health/unwire legislation. Hearing, 102nd Congreee, 1st session on S. 1227,
examining reform of the nation's health care syrtem to assure wows to affordable
health care for all Americans, focusing on health and economic implications. June 11.
Juiy 31, 1991. Washington, G.P.O., 1991. 2 v. (90, 265 p.) (Hearing, Senate, 102nd
Congress, 1st session, S. Ilrg. 102422, pts. 1 and 2)

U.S. Congretsional Budget Office.
Universal health insurance coverage using Medicare's payment rates.
Washington, For sal* by the Supt. of Dom., G.P.O., 1991. 61 p.

Study examinee 'the potential effects on national health expenditure. if health
insurance were extended to the uninsured, and if all payers used Medicare's payment
rates for physician and hospital services. The study provides illustrative *rime... for
two types of health care systems. The 'all-payer' system would retain the current mix
of public and privets insurers, but would require that all payers tiee Medicare's
payment ratea. The 'single-payer' system would replace the current multiplicity of
insurers with single public insurance plan that would cover all beak medical
services."

U.S. General Accounting Office.
Private health insurance: problems caused by a segmented market; report to the
chairman, Subcommittee on Health, Committee on Ways and Means, House of
Reprebentativeo. July 2, 1991. Washington, G.A.O., 1991. 17 p.

*0A01HRD-91-114, B-244435'
' Statement of Mark V. Nadal, Associate Director, National and Public Health

Issues, before the Subcommittee on Health, House Committee on Ways and Means,
May 2, 1991:

Tax administration: administrative aspects of the health insurance tax credit; fact
sheet for the chairmen and the ranking minority member, Subcommittee on Health,
Committee on Ways and Means, Howe of Repraientatives. Sept. 12, 1991.
Washington, GAO., 1991. 9 p.

AO/GGD-91.110FS, B-245026'
Preeents 'basic description of how the recently enacted health inaurance tax credit

will work administratively. The health insurance tax credit is provided to low-inconie
wags earners who contribute to a health insurance policy that includes coverage for at
kart one qualifying child. Because this credit is so new, you were interested in a
description of how the Internal Revenue Service (IRS) intends to adminieter the credit
and how the credit might be perceived by taxmen.'
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U.S. health core system. Health affairs, v. 10, winter 1991: 170488.
ContentaThe health insurance industry in ths year 2001: one samerio, by

Robert J. Blend^ Jennifer N. Edwards and Ulrike S. Ssely.Ineurance reform:
industry, heel thyself! by Donald R. CobodertA labor leader's view of imamate
reform, by Lane Kirkland.The promiee of managed are: an insurer's peespective, by
James T. Lem

Zedlewski, Sheila It. Ara, Gtegoey P. Wmterbottont Colin W.
Play-or.pay employer smandates: potential effects. Health affairs, v. 11, spring 1992:
62-83.

'Ma study mitimates the range of potential effects of fully implemented play-m-
lie', employee mandates!

74/11weski, Shelia. Holahan, John.
Expending Medicaid to cover uninsured Americana. Health affairs, v. 10, spring 1991:
4541.

This article examines the effects of alternative Medicaid expansion strategies. We
use microsimulation methods to estimate the cost and coverage implications of
Medicaid expansion propos& that would cover nonelderly, nooinstitutionalized
individuaki up to selected percentages of the poverty line. The analysis provides
estimates of the number and characteristics of people affected, as well as implications
for federal and state budgets. W. show the 8411 aapension costs and coats net of
different types of burin errangements. Finally, we coneider the implications of
combining 'employer mandates with expansions!

Ulm, Wendy K. McLaughlin, Catherine G. Frick, Kevin D.
Small-business health ineuranee: only the healthy need apply. Health affairs, v. 11,
spring 1992: 174-180.

It is likely that substantial financial incentives for these businessee will have to
accoesynny any legislation that mandates employer-bamd health insurance.'

2. Stet* Proposals

American Legislative Exchange Council. National Teak Force on Health Care.
Keeping the promise: reeking health care acceesible and affordeble for all Americans:
comprehensive health care plan for the States. Washington, The Council, 1993. 183 p.

'The nation's larpit bipartisan, voluntary membership organization of state
legislators... fpreeents al comprehensive health care plan for the states blood on a
free market staterf! The plan is based on reform in the areas of insurance, Medicaid,
medical liability, long-term care, and rural health care. Model legislation is included.

Beauchamp, Dan E. Rouse, Ronald L
Universal New York heslth care: single-payer strategy linking cost control and
universal mom. New England journal of medicine, v. 923, Sept. 8, 1990: 640444.

The New York State Department of Health has developed a propcsial for
universal somasUniversal New York Health Cars, or UNY-Carethat would retain
the existing payers, including employer-based iDIRIIICK11 coverage, but combine them in

one-payer framework. Providers would no longer have to interact with the many
public and private payers, each with its own rules, criteria, and levels of payment The
single mar would serve as the only payer for mod health care services and would also
negotiate reimbursement rates!

Burke, Marybsth.
Hawaii's health care plan stirs Capitol Hill debate over acmes. Hospitals, v. 86, Apr.
20, 19974 32, 34, 38.

'Jewell has some incredibly important lessons to offer the nation. An employer
mandste like Hawaii's would work in eny state,' says Jack Lewin, M.D., Hawaii's
director of health. However, some smell businesses and policy analysts doubt the
.generalisability' of Hawaii's cars system!

Caplan, Arthur L. Ogren, Paul A.
Do the right thing Minnemota's HealthRight program. Hastings tenter report, v. 22,
Sept..Oet. 1992: 4-5.

'Unlike Massachusetts, the Minnesota plan does not mandate coverage or require
small bushman, to foot the bill for health insurence. Unlike Oregon, HealthRight does
uot explicitly ration care for the poor to expand seems. Instesd the Minnesota plan
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soaks to inereees mesas by implementing a number of structural and institutional
reforms to contain wets.'

Cohn, Victor.
Rationing medical care: with Oregon in the lead, States are already deciding who does
and who does not receive costly care. Public welfare, v. 49, winter 1991: 38-43.

'A blunt kind of medical rationing began three years ago in Oregon. It darted a
movement that could sway the country. In July 1887, trying to etretch dollars for
care of poor Medicaid patients, Oregon legislators voted to stop finiding many organ
transplantscost, $65,000 to $250,000 apiece. They voted, instead, to use the money to
give basic health imirvicas to 400 more women and 1,800 children.'

Coy., Molly Joel.
Health care for the uninsured. Iesues in science technology, v. 7, summer 1991: 66-62.

Credits at least 28 States with attempting to improve scow to heelth care.
'These experiments provide valuable laboratory for learning about the feasibility,
effectiveness, and limitations of approaches that the nation may ultimately nee to
resolve the critical and difficult iseues of access.'

Custer, William.
States and their role in the U.S. health care delivery system. Washington, Employee
Benefit Research Institute, 1991. 15 p. (EBRI issue brief, no. 110)

'Many states are making important changes in the delivery and financing of
health care that affect scow, quality, and costs.'

Dallek, Geraldine.
State initiatives on the medically uninsured: survey. Santa Monica, Calif., Rand,
1990. 71 p. (Rand note N-3044-DOL)

'Thin Note was developed by the RAND Corporation's Center for the Study of
Employee Health Benefits. It is the result of a year-long monitoring effort of State
1939 initiatives on the uninsured, which the Center undertook for the Pension and
Welfare Benefits Administration of the U.S. Department of Labor. This document
should be of interest to researchers and state and federal policymakers studying ways
to improve health care coverage to the nation's uninsured.'

Daniels, Norman.
I. the Oregon rationing plan fair? JAMA [Journal of the American Medical
Association], v. 265, May 1, 1991: 2232-2235.

'Nationally, we should embrace Oregon's commitment to provide universal access
to basic care and to make rationing a subject of open, political debate, but we ahould
not simply expand the current legislation into national plan. That would not only
reproduce on a larger scale the unjustifiable inequality that the Oregon plan permits.
It would also retain at the state level competition for funds between poor children and
poor elderly, and it would leave unaddressed the basic problems of inefficiency and
rapidly rising costs.'

Demkovich, Linda.
The States and the uninsured: slowly but surely, filling the gaps. Prepared for the
National Health Policy Forum. Washington, Distributed jointly by the National
Health Policy Forum and the Intergovernmental Health Policy Project, 1990. 31 p.

Focuses on some of the innovative initiatives that States have taken in recent
years to fill the gape in insurance coverage.

Ervin, Mike.
CILIP: state program serving 4,000 uninsurable Illinoisans. Illinois issues, v. 18,
Aug.-Sept. 1992: 30-32.

'The Illinois Comprehensive Health Insurance Plan (CHIP) is a microcosm of the
huge dilemma of providing health insurance for thaw who can't get it. It covers a
subset of the uninsured population in Illinois and cries for expansion.'

Evaluation of the Oregon Medicaid proposal: summary. Washington, Office of Technology
Meesement, 1992. 22 p.

'The goals of the OTA study were to deocribe and analyze the specifics of the
proposed program and to discuss its moat likely implications for the Federal
Government, the State of Oregon, and Medicaid beneficiaries. The role of the report is
not to critique the existing Medicaid program in detail. Rather, it is to examine the
propoeed program and especially its relevance to issues of particular interest to the
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Federal Government the impact of the program on Medicaid beneficiaries, in whom
the Federal Government (as a copayer) has a fiduciary inters* and the potential
usefulness &Oregon's mown if applied in other States and other contacts.'

Freedman, Marian.
Stating the cue for health care reform. Best's review: life/health insurance edition,
V. 92, Apr. 1992: 36-38, 40, 110-112, 114.

'While the congressional debate on health care refocus rages, the state. craft plans
that could provide model for national policy.'

Gebel, Jon R. Jensen, Gail A.
The price of State mandated benefits. Chicago, v. 26, winter 1961: 419-431.

'States have peeped more than 700 statute, mandating that insurers cover specific
providers, diseases, or people who otherwise might have difficulty obtaining coverage.
We report findings from three econometric studies that examine the effects of
mandates on the cost of insurance, the small employer's decision to offer health
insurance, and the large employer's decision to eeltiosure. Study results indicate that
mandates raise the price of health insurance substantially; that nearly one of every six
small firms that do not offer health insurance would in an easentially mandate-fres
environment, and that about half of the large firms that are converting to
self-insurance would not if there were no mandates.'

Goldberger, Susan A.
The politics of universal acme: the Massachusetts Health Security Act of 1988.
Journal of health politics, policy and law, v. 15, winter 1990: 857-885.

'This article analyzes the pawns of an unprecedented state law, promising every
resident acme to affordable health insurance. The Massachusetts Health Security Act
of 1988 wee the product of a set of political and financial pregame that had bun
developing for nearly decade.'

Hadorn, David C.
The problem of discrimination in health care priority setting. JAYA [Journal of the
American Medical Association], v. 268, Sept. 16, 1992: 1454-1459.

Discusses explicit priority setting, such se in the Oregon Medicaid program. 'Both
of the key elements entailed by derision-analytic approaches to priority
settingeetimation of outcomes and aesignment of values to those outcomesare
vulnerable to charges of discrimination, primarily because both the medical outcomes
expected in disabled individuals end the valuta they place on those outcomes may
differ from the general public.'

Setting health care priorities in Oregon: cort-effeetivemes meets the rule of rescue.
JAMA [Journal of the American Medical Association], v. 266, May 1, 1991: 2218-2225.

'The Oregon Health Services Commission recently completed work on its principal
charge: ovation of a prioritized list of health care services, ranging from the most
important to the least important. Oregon's draft priority list was criticised because it
seemed to favor Minor treatments over lifesaving ones. This reaction reflects a
fundsmental and irreconcilable conflict between coet-effectivenees analysis and the
powerful human proclivity to rescue endangered life: the 'Ruh of Rescue.' Oregon's
final priority liet was generated without reference to outs and 1, therefore, more
intuitive/y sensible than the initial liet. However, the utility of the final list I. limited
by its lack of specificity with regard to conditions and treatments. An alternative
approach for setting health cart priorities would circumvent the Rule of Rome by
ceriefully defining neceesery indications for treatment. Such en approach might be
applied to Oregon's final list in order to achieve batter specificity.'

Hansel, Peter.
Expanding acmes to health ear* for California'. uninsured population. Secreseento,
Senate Office of Reaserch, 1990. 41 p.

Contents.Who are the unineuredt-Why is the number of uninsured incressingt
What impacts is the growth of the uninsured population having on the health are
delivery system?Whet options does the State have for upending OMNI to healthcan
for the unineuredt-Funding sources for impending health care for uninsured persons.

Haelth policy reform in America: innovations from the States. Edited by Howard U.
Laiebter. Armonk, N.Y., M.E. Sharpe, 1992. 220 p.
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Improving access to health care: what can the states do? Edited by John H. Goddeeris and
Andrew J. Hogan. Kalamazoo, Mich, WE. Upjohn Institute for Employment
Research, 1992. 273 p.

Jones, Katherine R.
The Florida Health Care Access Act: a blended regulatory and competitive approach to
the indigent health care problem. Journal of health politics, polity and law, v. 14,
summer 1989: 261.286.

lire problem of indigent health care ham received much attention from
governmental officials, health care providers, health policy analysts, and others. A
majority of states have generated legislative proposals to deal with the problem,
although their stratagiee differ in terms of method and scope. The article diecusses
Florida's approach to the problem as contained in the Health Care Actor Act of 1984
and subesquent legislation.'

Kashaber, John.
A healthier approach to health care. Issue, in science and technology, winter 1990-91.
69-65.

'Faced with the lack of any clear faderal leadership, we in Oregon came to realize
that by default we had to &mime responsibility for health care reform. This led us to
develop the Oregon Relic Health Service. Act, adopted in 1989 after an inteneive
legislative effort 'The act was motivated by the desire to build a new system that
recognizes the reality of fiscal limits, carefully defines the public policy objectives, and,
most important, includes a mechanism to establish accountability for resource
allocation decisions and for their coneequences.'

Kiser, Kenneth.
Health: a preecription for equity. California journal, v. 21, Jan. 1990: 65-59.

Examines factors that contributed to current inequity in health care and inflation
of health care costs. Suggests ways to upend certain kinds of health eare in
California.

Korterlitz, Julie.
Seeking the cure. National journal, v. 22, Mar. 24, 1990: 708-714.

In the face of federal paralysis, state governments are trying to pioneer solutions
to cost and accede problems, and at the same time, find ways to pressaure Washington
to help with the things they say states simply ean't do alone.'
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Lutnedon, Ravin.
Beyond tech assessment: balancing needs, strategy. Hospitals, v. 66, Aug. 5, 1992:
20-26.

The transplant dispute in Oregon highlights the national debate over he/4th care
end access. 'Much like the state's controversial proposal to rework its Medicaid
program, the transplant dispute has become proxy for broader concern, this time
involving the evaluation and use of medical technology in heepitals. At issue is how
hospitals decide to add new services and equipment-and what these decisions mean in
terms of systemwide costs.'

Marcus, Leonard J.
Universal beelth insurance in Massochuestts: negotiating policy compromise. Journal
of aging & social policy, v. 1, 1989: 33-59.

' The Massachturetts Health Security Act is the first universal-aecees financing
legislation in the country, and sets a precedent for providing health coverage for the
600,000 uninsured in the state. The bill is the product of prolonged negotiation among
hospitals, business interests, ineurers, and advocates of universal access, who debated
the extant of benefits, the coat of care, and the syetem which will monitor and regulate
its provision.'

McCall, Nelda. Jay, E. Deborah. Wart, Richard.
Access and satisfaction in the Arizona health care cost containment system. Health
care financing review, v. 11, fall 1989: 63-77.

' The Arizona Health Care Cott Containment System is an alternative to
Medicaid's acute medical care coverage. The results of the study indicate few
differences in access and satisfaction between the two groups of beneficiaries on scare
to care, reported use of services, or satisfaction with the care received."

Moron, Virginia.
Oregon beeomes test cue for health care reform. Science, v. 267, Aug. 1992:
1202-1203.

"Earlier this month, Oregon's pioneering health care rationing plan, which would
provide health insurance for all Oregonians at the expense of not covering some
expensive procedures, was rejected by the Bush Administration on surprising grounds.
Secretary of Health Louis Sullivan told the state lie could not approve its proposal
became, the Administration contends, the Oregon plan violates the 1990 Americans
with Disabilities Act <ADA)."

Oregon puts bold health plan on ice. Science, v. 249, Aug. 3, 1990: 468-471.
Discusses Oregon's plan that only medical procedures with the best cost-benefit

ratios should be financed, as a way to ration Medicaid services. Reports unexpected
complications found by the Oregon Health Services Commiseion.

National Coalition of 11.-?anic Health and Human Services Organization..
... And accede for ail: Medicaid and Hispanics. Washington, The Coalition, 1990.
147 p.

Gives overall findings and data on Arizona, California, Florida, Illinois, New
Jersey, New York State, and Texas. Recommends that we 'break Medicaid's link with
public essh assistance categorical qualification and provide universal coverage for all
persons living below the poverty level . Eliminate the assets test and mandate use
of presumptive eligibility and continuous eligibility options under State Medicaid
coverage of pregnant women and children .... Increase the bilingual careworker
capacity of Medicaid application sitea Incr..** woe of Hispanic community-based
organizations as satellite application sites and in Medicaid information efforts.'

National Governors' Aseociation.
A Healthy America: the challenge for the States. Washington, The Aseociation, 1991.

Nelson, Robert M. Drought, Theresa.
Justice and the moral acceptability of rstioning medical care: the Oregon experiment
Journal of medicine and philosophy, v. 17, 1992: 97-117.

'The Oregon Basic Health Services Act of 1989 seeks to establish universal access
to basic medical care for all currently uninsured Oregon maidents. To control the
increasing coat of medical care, the Oregon plan will restrict flinding according to
priority lirt of medical interventions. The basic level of medical care provided to
residents with incomes below the federal poverty line will vary according to the funds
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The Stetebouee prescription. American prospect, no. 9, spring 1992: 6143, 6646.
Contents.Why the States can't solve the health ears crisis, by Deborah A.

Stons.States first: the other path to national health reform, by John E. Mc Domagh.

The Uninsured and the debate over the repeal ot the Massechueatte tiniest:el health care
law. JAMA gournel o( the American Medias! Association), v. 267, lea;e...., 1991
1113-1117.

'The debate in lbassehusette over the repeal of the first state-beeed 'pay or
play' universal health plan is discussed ueing data tiara a survey of 1066
llaseschusetta households. The survey attempted to mersure the problems of the
Uninaired, to estimate the likelihood that they would pay insurance if offered, and
to calculate the proportion of the uninsured who 'would be covered under an
employer "sada...

US. Congress. House. Committee on Energy and Commerce. Subcommittee on Health
and the Environment
HealthRight Ifinneeota's propolied health care access legislation. Hearing 102nd
Congress, 2nd session. Apr. 3, 1992. Washington, G.P.O., 1992. 153 p.

'Serial no. 102423'

Oregon Medicaid rationing experiment Hearing, 102nd Congress, 1st session.
Sept 16, 1991. Washingion, G.P.O., 1991. 277 p.

' Serial DO. 102-49'
'The State propos* to ration servicee to those low-income women and children

who are Dow eligible for Medicaid, end the saving, from this rationing will help to pay
for the extension of coverage to all of the uninsured who are in poverty .... In order
to get Federal dollars on thus terms, Oregon needs a change in Federal Medicaid
rulea,' which it is requesting in the form of five years of waivers. Testimony from
Governor Barbara Roberts, Jean Thorne (Director of the State's Medicaid program),
and supporters and opponents nationwide is included.

U.S. Congress. House. Committee on Small Business. Sasommittee on Antitrust, hapset
of Deregulation, and Privatization.
State efforts to increase the availability and affordability of health iniurance. Hearing,
101st Congress, 2nd sesion. Aug. 10, 1990. Washington, G.P.O., 1990. 172 p.

Hearing held in Tuba, OK.
' Serial no. 1C1-76'

US. Congos.. House. Committee on Ways and Mean.. Subcommittee on Health.
Establishment of State risk pools to provide health coverage for uninsured American..
Hearing, 101st Congress, let session. May 25, 1989. Washington, G.P.O., 1989. 95 p.

101-48'

Health insurance options: State mandates on health benefits. Hearing, 102nd
Congos., 1st sesion. July 29, 1991. Washington, G.P.O., 1992. 149 p.

' Serial 102-53'
'State mandates generally take one of three forms: ... coverage for specific types

of services . reimbureement for certain types of providers . coverage for certain
types of individuals or groups, such as newborn children or dependent students.'

US. General Accounting Office.
Health care spending: nonpolicy factors accounts for moet State differences; report to
the Honorably Richard H. Bryan, U.S. Senate. Washington, GAO., 1992. 25 p.

VAOLURD.92-36, B-246979'
' In most states, per capita spending on pereonal health care is near the US.

average. In over half the Sates, spending levels are within 10 percent of the nations!
average. Many states with higher spending levels are concentrated in the Northwest,
Midwest, and Far West, while many states with lower per capita spending are in the
South and Rocky Mountain regions. Kitimat.* for 1990 indicate that Massachusetts
had the highest health expenditures per capitaover $3,000; South Carolina hed tis
lowest szpenditurealess than $1,700 per capita.'
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Medicaid: Oregon's managed cue program end implications foe expeneioos; report to
the ehairmen, Subcommittee on Health and the Environment, Committee on Enna
end Commares, House of Representation Juno 19, 1992.

Washington, G.A.O., 1982. 92 p.
MAO/HRD42-89, 1446491'

report reviews the Oregon Medicaid managed care program and the state's
proposal to wand the program as pert of a larger deotoothation. The report reviews
issues of eases, quelity of ewe, and finsocial oversight.'

Wicks, Billiot E. Hough, &gin. Curtis, Richard E.
An Kobe's of the Garamsodi plan kr health reform in California. Camino:tad for the
Hwy J. Kaiser Family Foundation Washington, Institute for Health Policy
&indoor, 1992. 80 p.

California footrace. Commissioner John Ginsetendi's proposal, made in
'California heeith care in the 21at century: vision for reform,' I. summarised and
analysed. It is ammnled as a unique combination of features of a government-finance
'sine...payer' mime with them of a market-bred system, wink providing universal
coverage and cost-contsinment strategies. Unresolved issues, including the often
overlook:el 'emends lives of medical, workers' compensation, and automobile
insure:ben' are discuseed.

Wiener, Joshua
Oregon's plan for health owe rationing hold initiative or ternble mistake. Brookings
review, v. 10, winter 1992: 26.31.

"Although the plan is controversial in several respects, the meet revolutionary
part of the package is Oregon's solution to the increasingly severe problem of
providing medical cars to the poor. The Oats will guarantee care to ell Oregonians
below the poverty line, but at a price: the explicit and public rationing of their medical

Wilson, Brenda L.
The terrible cost of treating everyoos. Governing, v. 4, Jan. 1991: 26-32.

More are more than 200,000 people in metropolitan Atlanta aloes who do not
have any health insurance. Grady Memorial is, in effect their ithurer. The resident.
end attending phricians, nurses sod other hospital staff at Grady are as close sa
essay will ever come to having family doctor. The uncompensated care Grady
provides has to be paid for out of the appropriations it receives from the counties of
Fulton and DeRalb and the state of Georgie. It were un enormous amount, more every
year, and the money is getting harder to come by."

Yawn, Barbara P. Jacott, William E. Yawn, Roy A.
MinnototaCere GlealthRightl: myths and miracles. JAMA [Journal of tbe Amerioen
Medical Aseociation], v. 269, Jan. 27, 1993: 511.616.

Despite several name changes due to trademark conflicts, this health reform
pecker focuses 'on health care coot containment, providing ineurance for some of the
uninsured, recommending managed care for all, calling for research rep:ding use of
practice perameters aod nor technoloey, all without any new income or employer
taxes.' Evaluates this State law providing a 'subsidised minimal benefit ineurance
package for low.income families and ineurance reform to lower the cost of Courson
for mall businseeo.'
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IU. RESOLVED: 711AT I FEDWAAL GOVERNMENT SHOULD CONTROL
HEALTH CARE COSTS FOR ALL UNITEDsuns anazta

A. GIVOULAL

Ths 1991 Mama Executive Poll on Health Core Costs and Benefit& Bunn= & health,
v. II, &ft 1991: 61-71.

Charts by Donna Covello and Ron Scaliel convey in graphic format resporises
by 421 company esseutina in May 199. questionnaire by the Jourvel. Rising
health insurance plenum wets see of key concern to many.

Aaron, Henry J.
Serious and unstable condition: (Inswing America's health care. Washington,
Brookinp Institution, 1991. 158 p.

Administrative outs in the U.S. health care system: the problem or the solution? Inquiry
(Chicago), v. 29, fall 1992: 306-320.

'Overall, the papers sod presentations emphaaised that while the focus of
attention has been on the controversy over whether particular aggregate estimates of
administrative costs and potential savings are correct, the fundamental underlying
issue is how the health care system might best be managed.

APACHE-1. a new severity of illness adjuster for inpstient medicel care. Medical care, v.
30, May 1992: 445-452.

'There is need for a severity of filmes =emu» that is easily obtained from
computerised hoepit1.1.1ste, objective, clinically valid for adjusting expected
resource um, and can be used as an aid to quality of cam efforts. At the etudy
hospital, the APACIIL-L score was able to explain substantial amounts of
intra-DRG resource variation and appeared to be potentially important new
severity ot illness adjuster for DR& and merits further evaluation.'

Baker, Alex.
An ounce of prevention. Business & health, v. 9, Dec. 1991: 30, 32-34, 36-37.

'As data accumulate on the cost advantages of prevention, more companies
and their insurers are likely to offer prevention programs. The key to
understanding the value of prevention, however ie that it is not the be-all and
end-all of health care. Prevention is simply one more piece of the puzzle. When
need in conjunction with wellness program. and lifestyle management, prevention
can have a significant impact on the health care bottom line.'

Battistells, Roger IL
Health spending in an age of financial limits. Human ecology forus.., v. 17, winter
1989: 10-13. 32.

Mee value of health epending enjoyed prolonged era of confidence after the
Second World War and prodded the health industry into an enormous period of
growth. But national health policy has since become the wane of controversy,
indeciaian, and doubt. The author looks behind this nationai mood change et
changes sweeping through health services and what they predict for the future.'

&rennin, Robert. Holahan, John.
Sour= of the groath in Medicare physician expenditures. JAMA (Journal of the
American Medical Animation], v. 267, Feb. 6, 1992: 687491.

'Increases in the number and average age of enrollees, isms= in physicisn fees,
and increases in the Lumber and intensity of services' occount for the rise in expenses
under Pert B of Medicare.

Betley, Charles.
Preecription drugs: coverage, costa, and quality. Washington, Employee Benefit
Research Institut., 1992. 22 p. (EBRI issue brief, no. 122)

Concludes that, 'recent changes in Medicaid reimbursement seem likely to rerult
InjeigLer prices for private payers. Health care quality may be enhanced by public and
privet& utilisation review and other activitiee to improve the way physicians preeenle
drup.'
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Burner, Sally 1'. Waldo, Denial R. MelCusiek, David R.
National health expenditures prqlsetions through 2030. Health cam financing review,
v. 14, fall 1992; 1.29.

If current laws and practices continue, health mpenditures in the 1/nitad States
will meth $1.7 trillion by the year 2000, en amount equal to 13.1 percent of the
Nation's grow domestic product (GDP). By the year 2030, ae America's baby boomers
enter their seventies and eightiee, health spending will top 213 trillion, or 32 percent
of the GDP.

Christensen, Bryce J.
In sickness and in health: the medical costs of family meltdown. Policy review, no. 60,
opting 1902: 70-72.

The decline of the family in recent decades has contrflauted both to onions health
problems and to rising health care expenditures, especially by government. Conversely,
one of the beet ways to improve Americans' heath eare would be to favor policies that
strengthen families.

Clinton, Bill.
Putting people first: national economic strategy for America. Little Rock, Azk., Bill
Clinton for President Committee, 1992. 21 p.

'To reclaim the future, we must strive to ohm both the budget deficit and the
invertment gap .... To pay for them investments and reduce our national deficit, I
will save more than $360 billion by cutting spending, timing corporate tax loopholes,
requiring the very wealthy to psy their fair share of taxes, and Implementing rigorous
health care cod controls.'

Clinton/Gore National Campaign.
Controlling coda and guaranteeing care for allthe Clinton/Gore health care plan.
Little Rock, Clinton/Gore National Campaign, 1992.

Cohen, Stave.
Malpractice: behind a $26-million award to a boy injured in surgery. New York, v. 23,
Oct. 1, 1990: 40, 42-46, 48-49.

Staggering malpractice awards may be the only meins of shocking the dical
profession into purging incompetent members from their ranks, but it also drives the
cost of medical care up and may discourage good doctors from practicing medicine.

Cole, Gerald E., Jr.
How will companies cope with the skyrocketing coats of retiree health benefit.?
Employee benefits journal, v. 14, Sept. 1989: 2-6, 10.

Outlines options that may help employers cope with me-elating costs, propomd
changes in accounting procedures, and legal constraints.

Collective bargaining in 1990: health care met a common issue. Monthly labor review, v.
113, Jan. 1990: 3-18.

'Escalating health insurance premiums are likely to be a common threat in the
fabric of thie rier's bargaining.'

Conroy, M. Mary.
Physician, cut thy coots. Business & health, v. 9, June 1991: 38, 40, 42, 46, 48, 50-61,
54, 56.

'Everybody knows that health care costs are out of controleveryhody, that is,
except physicians. But now even the providers are getting the economy menage and
considering taking part in the cost cutting battle.'

The Cost of health care. State government news, v. 33, May 1990: 6-7, 9-18, 20-2§.
Contents.No magic buIet for health ineurance costs, by Elaine S. Rnapp.Ways

to cut America's health bill, by Joeeph A. Califano, Jr.Health care gap swallows
millions, by Michael S. DukakicStates lessen Alzheimor's burden, by Cheri
Collis.AIDS overwhelms health systems of major U.S. cities, by Linda Wager.

Custer, William.
limes in health care cost management. Washington, Employee Benefit Ramarch
Institute, 1991. 17 p. (EBRI isaue brief, no. 118)

It has often been stated that decade of tort management has not slowed health
care coat inflation .... Although Mill in an early stage of development, objective
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mesures for evaluating the quality of care and comparing health outcomes with the
east of treatment are beginning to inSuenes the health am services market.'

Drifter, &arm
How to light kilh. heath mots. U.S. news & woeid report, v. 111, Sept. 23, 1119,,
6042, 64, 56-68.

'Bessineesse met confiont the reel forces that are driving up ones, such as the
absence of oronomie incentives for truly oisteffective health care. rims must also
become intelligent bealth-care buyers, searching &r mon diligently for the best deals
around. Ccespenies must accept the job ot providing met of the nation's health
ineurenes in enciesage for poweirfid new tools to contsin health coats. And above all,
firms most resogaies that new lews or estional policies elm won't get the jab dom.'

Dixon, Jennifer. -

US health am 11: the cast problem. British medical journsl, v. 306, Oet 10, 1992:
878480.

'Examines why the costs of health cars have risen, their effects, and the efforts to
contain costs in relation to four groups of Americaosthose with no Wrath insurance,
those with &averment funded health insurance through Medicare (the health
programme for the elderly) and through Medicaid (the health proclaims for the poor),
and those with private health insurance.'

Driving down health tare meta: strategies & solutions, 1990. Greenvale, N.Y., Panel, 1989.
241 p.

'Health csre has finally gained a spot on the natiooal agendawitness the number
of related bills pending in Comm or even the Newsweek cover that Inked 'Can You
Afford to Get Sick? But responsibility for containing those costs Mill lies largely
where it bee always beenwith than who design and administer health benefits. This
is not to soma that employers must be victims of the situationfsr from it. This
edition of driving down Health Care Costs describes not only what employers might do,
but also what they have done to control, or even reduce, health ars costa.'

Eppinger, Frederick H. Holten, Jamas B.
Controlling runaway heelth care costa Be4's review: lifelbealthrineurance edition,
91, Oct. 1990: 37-38, 40, 168, 160, In.

Ifistorically, met ineuram carriers and their customers have considered group
insurance commodity. Today, nothing could be farther from tbe truth Chief
executives and chief financial offerers are paying serious attention to their company's
medical benefits planswhst they offer and what they cost.'

Epirtein, Arnold II. Stern, Robert S. Weisman, Joel S.
Do the poor coot mon?: multiboapital study of patients' eocioeconomic status and
um of hospital meources. New England journal of medicine, v. 322, Apr. 19, 1990:
1=2-1128.

'After excluding outliers and adjusting for diagnosis-related group (DRO), [the
authors] found that the patients of the loweet 10Ci0OCODOMit status had boepital stays
3-30 percent longer than those of higher Mature .... Supplementary payments to
hoepitala for the treatment of poor patients merit further coneideration.'

Fisher, Rhona S. Jams, Judith Hiller.
Buainese-led collective purchuinv a new frontier. Washington, Nationsl Health
Policy Forum, 1992. 13 p. (Iseue brief no. 606)

Background paper for a technical briefing on business coalitions involved in 'nevr
alliances' in order 'to improve their cepacity to make better decisions about
cost-effective Bieralthl tare and [to] obtain the cooperation of providers in delivering
such services . (They] hope to change attitudes and behaviors ... leading to
higher-order, community-conscioua partnership that will offer the whole community
moor value for each health care dollar spent."

Fleming, Steven T.
The relatiooship between quality and cog: pure snd pimple? Inquiry, v. 28, spring
1991: 29-38.

'This study focus.s on the relationabip between the quality and the coot of
hospital case."
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Frieden, Joyce.
Fraud squads target suspect claims. Business & health, v. 9, Apr. 1991: 21-24, 26, 28,
30, 31-33.

'Fraudulent health insurance claims are cooling health insurers $60 billion each

Health care costs: the shift goes on. Business & health, v. 10, Mar. 1992: 49-50, 52-54.
' The trend among federal and state governments has been to contzol how much

they pay for health care by increasing spending at lees than the rate of health care
inflation. The result is that businesses and other buyers have complained that they
are forced to pay more for health care.'

Fried.; Joyce. Risner, Kathleen.
The quest for quality data. Business & health, v. 10, Aug. 1992: 28-36.

'Health care buyers are gathering data on provider quality and coots and using it
to improve the effectiveness of their health plans.'

Gleicher, Norbert.
Expansion of health care to the uninsured and underinsurod has to be cost-neutral.
JAMA (Journal of the American Medical Asiociationt v. 265, May 8, 1991: 2388-2390.

' Any attempt to address the problem of more than 30 million uninsured and 25
million seriously underineured citizens in the United States has to be able to otter
medical services to this 20% of the population in a ccot-neutral way for the US
economy, since present economic conditions do not permit further expansion in health
care costs. A medical system compartmentalised by medical specialty should be able to
save approximately 20% of preeent-day health care expenditures within each specialty,
which then can be used to provide the necessary ceverege.'

Gronfein, William P Kinney, Eleanor DeArman.
Controlling large malpractice claims: the unexpected impact of damage cape. Journal
of health politics, policy and law. v. 16, fall 1991: 441-464.

' Indiana's comprehensire malpractice reforms, inaugurated in 1975, include a cap
on damages, a mandated medical review befo:e trial, and a state ineurance to pay
claims equal to or greater than $100,000. We have found that the amount of
compensation going to claimants with iruch large malpractice claims in Indiana is, Li
average, substantially higher than in Michigan and Ohio.'

Grumbach, Kevin. Lee, Philip R.
How many physicians can we afford? JAMA (Journal of the American Medical
Association), v. 266, May 8, 1991: 2369-2372.

'In this report, we examine physician supply in the United States from a different
perspectivethat of coats. Rather than addressing the question 'How many physicians
do we need?' we explore the question queetion 'How many physicians can we afford?'
As health care costs as a percent of the US gross national product approach 17i, there
is concern the nation cannot continue to support such rapid growth in beedtle care
spending.'

Harris, Jeffrey S. Custer, William S.
Health care economic factors and the effects of benefits plan design changes. Journal
of occupational medicine, v. 33, Mar. 1991: 279-286.

'Medical benefits wets now exceed 13% of payroll, up from 5% in the early 1980e.
Full reimbureement for more expensive hoepital-based care, a technology and specialist
eupply exploeion funded by Medicare and Medicsid, and cost shifting from these
programa to private ineurance have fiieled this rapid growth. Benefits plans, which
bad provided essentially free care, have been changed slowly and incrementally to
increase cast sharing and, thus, cost sensitivity on the part of employees.

Health spending: the growing threat to the family budget. Washington, Families USA
Foundation, 1991. 9 p.

' This report analyzes, for the first time, the total burden of health care spending
on American families and businesses, nationally and state-by-state, for the years 1980,
1991 and 2000. Also provided is data on the *coerces of payments by families and
businesses.'
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Health speeding through 2030: three amnesia.. Health affairs, v. 10, winter 1991: 231-242.
Four health statistics analysts offer projections for national health expeodituees

for MUMS scenarios of Mum health care conanaption trends.

Helm., Robert B.
Future issues in health 11C011001kIC me view from Washington. Quarterly emiew of
economics and balm*, v. 30, winter 1990:

'Mese are acesseents about bow policy issues at the federal level may create a
demand for reseaech in amoral anew of health economise. A. background, there is a
discussion of the current federal budget situatioa and the cost-containmentpressures
this puts on public bselth programs. The long-tsrm problem of financing of the
Medicare trust fund is also discussed. Four areas whore new research may affect
Attune health policy are identified: the market for physician's services, medical
technology, competition in health care, and the minket for health insurance.'

Harzlinger, Regina E.
'the failed revolution in health cerethe rote of management. Harvard business
review, v. 67, Mar.-Apr. 1989: 95-103.

The American health care industry is sick. Its hugs fractkon of our GNPone out
of every eight dollarsis double that ofJapan and at least 50% hislor than that of
other developed countries. Because it is growing at rates 50% higher than the GNP,
the industry's cost hampers control of our dimstrous trade deficit.'

High-tech health care: who will pay? Busing.s week, no. 3090, Feb. 6, 1983: 74-76, 73.
'New medical technologies ean sem livesat a prim. And thst price, many experts

say, is already too high high for society to bear.'

Hildebrandt, Paula. Thomas, Cris A.
The rising coot of medical care and its effect on inflation. Federal Roam Bank of
Kansas City, v. 76, Sept:Oct. 1991: 47-58.

' Doss the relatively fast pace of inflation in medical care pose problem for
policymakers? This article argues thet high inflation in medical care makes achieving
prim stability more difficult, but that ite effect on overell inflation is not large enough
to inhibit policymekers from pursuing price stability se goal.'

Hoffman, Alen N. Nurick, Aaron J.
Choosing health can coverage: consideratitne of physicians motivation. Business
horizons, v. 34, May-June 1991: 67-71.

The central focus of this article is to explain bow physician. are compensated and
explore how compensation may affect the quality of the health care provided.'

Hojnacki, Wdliam P.
Health care coats in the U.S.: the role of spacial interests. Journel of social, political
and economic Audios, v. 15, fall 1990: 337-356.

' Our pummel ... I. to attempt to put into perspective the various interests that
have an influence in the production and consumption of health care service. We hope
this paper will repreeent an initial step toward uoderstanding the forces behind the
dramatic ionises in health care come that American society has esperienced over the
last several years.'

Holahan, John. Dor, Avi. Zuckerman, Stephen.
Understanding the recent growth in Medicare physicien expeoditured. JAMA (Journal
of the American Medical Aseociatiool, v. 263, Mar. 33-30, 1990: 16684661.

'Ma study employs several large Health Care rimming Administration data seta
for 1963 and 1985 to =amine the recent growth in Medicare physician services. The
study coocludre that the resent growth (appro.:Mutely 15% in reel terms betweso 1983
and 1965) hes been snore rapid in Seta& with higher incomes per capita and suggests
that this may be related to fester edoption and diffusion of new medical technologies
in these areas'

Holahan, Jobs. Zedlewski, Sheila.
Who pays for heelth care in the United States? Implications for health syMera reform.
Inquiry tChicego), v. 29, summer 1992: 231-248.

'We analyse the diatribution of employer and employee contributions to health
insurance, private nongroup health Jamesone purthesse, out-of-pocket expenses,
Medicaid benefits, unommensated care, tax benefits dos to the mumption of
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employer-aid health benefits, and taxes paid to finance Medicare, Medicaid, and the
health benefit tax exzlusion.'

Horkits, Karen.
Health ears: what role in the U.S. economy? Washington, Employee Benefit Research
Institute, 1991. 23 p. (EBRI isrue brief, no. 114)

'The 12 percent of GNP Americans spend on health care eervicestwice the
amount spent on defense and three-quarters of the amount spent on manufacturing
finances millions ofjoba and accounts for billions of dollars in revenues,'

Jecker, Nancy S. Pearlman, Robert A.
An ethical framework for rationing health care. Journal of medicine and philoeophy,
v. 17, 1992: 79-96.

'This paper proposes an ethical framework for rationing publicly-fmanced health
cars. We begin by classifying alternative rationing criteria according to their ethical
basis. We then examine the ethical arguments for four rationing criteria. These
alternatives include rationing high technology service., non-basic services, services to
patients who receive the least medical benefit, and services that are not equally
available to all. We submit that a just health care system will not limit basic health
care to persons unable to pay for it. Furthermore, jurtice in health care requires
limiting publicly-financed non-basic health care, striving for equality in access to basic
health care, and relying on medical benefit to ration non-basic health care.'

Kinzer, David M.
Why the conservatives gave us universal health care: a parable. Hospital & health
services administration, v. 34, fall 1989: 299-310.

' The health sector has been on competitive binge that was eupposed to contain
cost increases, but aggregate expenditure, for health care are riling on about the same
curve as before. A. Americans continue to spend more for health service., more health
care providers, insurer., and 'managed care' enterprises are in deep financial trouble ..
.. This is a parable of one of the things that could happen.'

Kirchner, Merian.
Who pays for new technology? Business & health, v. 9, Oct. 1991: 20, 22, 24-25.

' The expiation of new medical technology over the part 20 years has fueled an
even more exploitive rise in health care spending. Health economists estimate that the
use, misuse, and overuse of all the procedure., device*, and drugs in today's high-tech
armamentariumfrom organ transplants to diagnostic imaging equipment to powerful
new cancer-fighting chemicalsaccount for about 40 percent of the annual increase in
total health care eats.'

Kosterlitx, Julie.
Bottom-line pain. National journal, v. 21, Sept. 9, 1989: 2201-2205.

Deecribes reactions from corporations to rising health care costs, including efforts
to influence the 'quality of cars' and to reduce costs for employee health insurance.

The growth industry. National journal, v. 23, Nov. 30, 1991: 2917-2920.
Looks at health care reform as an economic issue. What value do consumers get

for their money? What effect do medical and health insurance costa have on the
economy as a whole?

Rationing heelth care. National journel, v. 22, June 30, 1990: 1590-1595.
Me limits-to-medicine school ... [claims] that the demand for care outstrips

Americans' ability or willingness to pay for it' Current debate over medical ethics is
reported, particularly in light of Oregon's controversial efforts to revamp its Medicaid
program.

Wanted: GP.. National journal, v. 24, Sept. 5, 1992: 2011-2015.
'Too many physicians are being trained as specialirts and not enough as

generalists. A. result, the nation's health care system emphasises high-cast,
high-technology medicine at the expenare of basic and preventive care.'

Kovach, Kenneth A.

496



497

Health care wet containment: an impossible dream? Labor law journal, v. 42, Oct.
1991: 660-664.

The escalating cost of employee health care hes become =Ajar throat to the
balance sheet of most major US. employers. No human reeource issue hos consumed
as much time and anew, or generated as much anxiety, since the Employee
Retirement Income Security Act of 1974 forced employees to come to grips with the
solvency of their pension plans.'

Longwell, Kathryn. Menke, Terri.
Rising health care costs: causes, implications, and strategies. Washington,
Congreesional Budget Office, for sale by the Supt. of Does., G.P.O., 1991. 90 p.

'The study suggests that efforts to control health spending may be frustrated by
our fragmented financing system, under which providers who few constraints on prices
and amounts &servicee for one set of patients may be able to compensate by
increasing the prices they charge and the services they extend to other patients.
Gaining control over health care costs would apparently require significant
restructuring of our health care syMem. To achieve pester control over costs we
would have to make certain concessions. For example, there would probably be less
spending on reeearch and development, longer waiting times for use of new
technologies, and limitations on our choices of providers and health care coverage.'

Leaning, Joyce A.
The health care quality quagmire: some signposts. Hospit.4 & health services
administration, v. 36, spring 1990: 39-54.

'Escalating price competition in healthy care has p.shed providers and purchasers
to scramble for outcome measures to use se indicators c f minimum acceptable quality.
This article susseds that health care managers &mist purchasers in developing quality
measures that include patient perceptions in addition to technical competence and also
build a pneral philosophy that values quality.'

Leahy, Richard E.
Rational health policy end the legal standard of care: a call for judicial deference to
medicel practice guidelines. California law review, v. 77, Dec. 1989: 1483-1528.

The expanding application of ewhisticated technology to medical practice, and its
attendant wets, bm created the need for medical practice guidelines for physicians. It
remains unclear, however, which authorities should be responsible for developing these
guideline., and how these guidelines should be received by courts when adjudicating
medical negligence claims. This Comment addresses them issues, and contends that
professional medical societies am the most appropriate authorities for developing r
promulgating practice guidelines.'

Levit, Katharine R. Cowan, Cathy A.
The burden of heelth care cods: businme, households, and governments. Health care
financing review, v. 12, winter 1990: 121 .137.

'In this article, the authors recme health nue colts into payer categories of
business, households, end Federal and State-and-local governments whichare more
useful for policy analysis. The burden that thew costa place upon the financial
reeourtes of well payer are examined for 1969 and for trends over time. For
businewes their share of health care wets continuee to creep upward compared with
other payers and relative to their own resources, deepite many changes theyare
making in the provision of employer-spoosored health ineurancs to thee employee.'

Business, howaholds, and governments: health care costs, 1990. Healthcare
financing review, v. 13, winter 1991: 83-93.

'During the lest decade, &math care costa continued to pow at annum] rates of 8
to 16 percent. Burden assures show that rapidly rising costs faced by eachsponsor
Doctor are aweeding increases in web asetor's ability to fund them.'

Makin, John H.
Runewsy health wet.. American enterprise, v. 1, Jan.-Feb. 1990: 52-57.

'Between 1965 and 1965, the US. pose national product (GNP) grow fivefold,
while spending on health care grew tenfold. If that trend continue., se indeed it barso tar, male child born in 1968 with a life expectancy of 71 yews would see all of cm
GNP devoted to health we spending at the time a hie death. Them figuresare
another way °laming thet some chews must be made to reduoe the growth in
spending on health care.'
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Marmor, Theodore R.
American health politics, 1970 to the present some comments. Quarts: ly review of
economim and business, v. 30, winter 1990: 32-42.

'This article reviews the attempts of the 1970. arei 1980. to rationalise health
care provision in the United States. It critically discuses* the contorted debate
between competition and regulation as a means of controlling heslth care costs:

Medical malpractice: a report prepared at the request of the House Committu on Ways and
Means by the Educetion and Public Welfare Division and the American Law Division
of the Congressional Research Service, library of Congress. Wuhington, for sal. by
the Supt. of Does., Congressional Sales Office, G.P.O., 1990 116 p.

At head of title: 101st Conger, 2nd steam. Committee print.
'April 26, 1990."
"WMCP: 101-26.*

Meyers, Ann L.
Spreading the word: talking to employers and consumers about the health care coat
crisis. Broker world, v. 11, June 1991: 12-16, 180-184.

mant, Robert E.
Comprabile worth for doctors: a severe case of government malpractice. Washington,
D.C., Heritage Foundation, 1991. 22 p.

'Unless Congress and the Administration order the government's regulatory
machine to reverse gear. .... Medicare continually will have to update arbitrary and
incomprehensible 'values' for thousands of different medical procedures.'

Mullen, Fitzhugh. Rivo, Marc L. Politzer, Robert M.
Doctors, dollars, and determination: making physician work-for-A policy. Health
affairs, special rupplement 1993: 138-151.

Musgrave, Gerald L.
Health care cat limitation: individual rerponsibility. Vital speeches, v. 55, Feb. 15,
1989: 273-276.

National health expenditures, 1990. Health care financing review, v. 13, fall 1991: 29-52.
' During 1990, health expenditures. as share of gross national product grew to

12.2 percent, up from 11.6 percent in 1989. This dramatic increase is the second
largest increase in the past three decades. The national health expenditure ertimates
presented in this article document rapidly rising health care casts and provide a
context for understanding the health care financing crisis facing the Nation today'

Newhouse, Joseph.
Medical care coats: how much welfare loss? Journal of economic perspectives, v. 6,
uummer 1992: 3-21.

' Some proposed health [care) 'cost containment' policies may result in welfare
looses for the insured, and even incruse the number of uninsured.'

Nyman, John A.
Costs, technology, and insurance in the health care sector. Journal of policy analysis
and management, v. 10, winter 1991: 106-111.

'There is growing evidence that the root cause of wet inflation in the health care
sector I. technological change, which is caused in turn by the prevalence of health
insurance. At the same time, the high coats of high-tech care mean that more and
more people are now forced to buy insure:ace in order to gain access to health care
under all contingenciu. Forcing people to buy insurance in order to have access to
health care can result in Welfare loos to society. This paper argues that in order to
atop the incrures in health care expenditures and reduce this welfare Ion, we may
need to comider policiea aimed at constraining tbe development of new technologies.
If we do not adopt these policies, we may be forced to accept the otherwise inexorable
incresees in health care coats.'

Oliver, Thomas R.
Health care market reform in Congess: the uncertain path from proposal to policy.
Political *dews quarterly, v. 106, fall 1991: 453-477.

'Oliver looks at the national debate over health care re'irm of decade ago and
congreasional policy decisions on the issue. He analyzes why Congrees rejected
propoula to stimulate Iroad competition in the financing and delivery of hulth care

5,0



Pm
 to

tw
ol

f!
 R

Po
rr

 li
pt

f.
11

 1
11

11
14

 il
.

ri
ff

il
lik

il 
IO

N
11

11
11

1:
10

4 
fi

lli
p

li

11
11

: I
T

ill
ili

 h
ill

i
lit

iti
lir

ill
ii

1

E
ut

.:
'4

'. 
W

M
 ii

ill
o

if
Y

ig
11

..w
il

1
..

" ._
la

 1
'fi

l
I

qi
i 1

ti-
iv

FI
N

14
11

11
I

$

..
T

.'
1.

5.
IF

it.
4.

ill
id

rk
.

hi
ll

i

hi
l :

Il
i I

ill
! 

1
11

11
1.

1
'y

ip
IT

N
I

i

ih
:

-I
pi

:
[f

p
i

11
4

IL
1

IV
,

I

!p
i

i
-i

l i
'li

t
.1

11
11

F5
:ii

i
[

19
"1

Ir
t

1
I

A
1

.

t
0,



500

Sabatino, Frank.
Vendors worry: will health reform place Piano lop on trial? Hospitals, v. 611, Nov. 6,
1991 34, 36, 38.

'Health cars vendors are kasn/y aware that the reform proposals being Boated in
Washington and in state capitals will help deesemine their business prospects well into
the nest century. Among the core questions are those conosening ucanaogy diffusion
and marketing. Are we se health ears consumers spending too eau& money and
ems, developing and acquizing the latest health ears technology? Who eontrele
Wimples,' diffusion and the introductkei of new products, including pbenseceuticalir

Schwartz, William B. Aaron, Henry J.
Must we ration heelth care? Best's review, lifeibeelthrinsurance edition, V. 91, Jan.
1991: 37, 39.41.

'The United States I. running out cl ways to painlessly offset the unrelenting
increase in health care coats. Denis! &benefits to even affluent persons may become
common in the years ahead.'

Shelton, Jack K. Janosi, Julia Mann.
Unhealthy health care Pmts. Journal of medicine and philosophy, v. 17, 1992: 7-19.

'The prints sector has implemented many cost containment measures in efforts
to control rising health cars costs. However, these measures have not controlled wets
in the long run, and can be expected not to succeed as long MI business cannot control
factors within the health cars syrtsm which affect costs. Controlling private sector
health care certs requires constraints on cost shifting which necessitates a unified
Financing system with expenditure limits. A unified financing syetem will involve a
partnership between the public and private sectoes."

Stew* Gene.
How households pay for health care. Tax notes, v. 54, Mar. 9, 1992: 1287-1288.

If health reform I. ever to take place in this country, households will have to
become much more educated about how the health market works. Ono reason that it
im eo difficult to reform this market, as wall as to get health cork under conenA, is that
households have been made ignorant of the costs of health care. They ha.ne almart no
idea of how much they are paying indirectly through taxes, lower mob wages, and
other means.'

U S. Commas. House. Committee on Energy and Commerce. Subcommittee on
Commerce, Consumer Protection, and Competitiveness.
Rising coin of health insurance and US. competitiveness. Hearing, 102nd Congress,
2nd sedition. Feb. 5, 1992. Washington, G.P.O., 1992. 73 p.

' Serial no. 102-117'

Rising colt of private health insurance. Hearing, 102nd Congress, 1st ssesion.
Apr. 30, 1991. Washington, G.P.O., 1991. 113 p.

'Serial no. 102-43'

Riling cost of private health insurance: administrative expense.. Heering, 102nd
Congress, 2nd motion. Feb. 20, 1992. Washington, G.P.O., 1992. 170 p.

' Serial no. 102-11V

U.S. Congress. House. Committee on Emily and Commerce. Subcommittee on Oversight
and Investigations.
Health care fraud and watt* (Parts 1-2). Hearing. 102nd Congreie, n. and 2nd
sessions. Oct. 10, 1991-Mar. 18, 1992. Washington, G.P.O., thv. (216, 109 p.)

Serial nos. 102-107 and 102-134.

U.S. Congrees. House. Select Committee on Aging.
The high cost of prwription drugs. Hearing, 101st Congress, 2nd session, May 18,
1990. Wishington, G.P.O., 1990. U p.

Hearing held in Baltimore, Maryland.
'Comm. pub. no. 101-769.*

5'.12
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Medicare and Medicaid budget priorities in the 1990's. Hawing, 101st Congress, let
session. Mfr. 23, 1966. Washington, G.P.O., 1910. 186 p.

'Cow. pub. no. 101-724'

U.S. Congress. House. Beton Committal) on Aging. Subcommittee on Health and
lang-Terne Care.
Sowing heath costa why mar medical bills are so high. Hearing, 10201 Congrem, 2ad
session. Aug. 31, 1902. Wallington, G.P.O., 1963. 141 p.

Hearing iseid in Mount laurel, NJ.
'Cow. pub. no. 10240r
Mortifies 'medical liability insurance, encessial diffUsion of technology,

overdiagnosis and owntreetaient of Ukases. and conditions, labor and supply wets,
administrative burden., sad consuase apectatione se driving factors contributing to
incresesd owes.

U.S. Contras. Moues. Select Committee on Aging. Subcommittee on Homing and
Consumer Interests.
Health care fraud: protecting youteelf from unfair sake practices. Hearing, 102nd
Congress, 2nd session. Sept. 23, 1992. Waehingtoci, G.P.O., 1993. 77 p.

Hearing held in Fairview Heights,U.
'Como- pub. no. 102-90T

Prescription drugs: is there a cure for the open? Hewing, 102nd Conner, 2nd
session. Jan. 16, 1992. Washington, G.P.O., 1993. 74 p.

Hearing held in Vancouver, Wash.
'Comm. pub. no. 102-901'

U.S. Congress. Joint Ecommeit Committee.
Rising health airs eosba ate they redly Wing it harder for U.S. firms to compete?
Hearing, 101et Congr.ss, 2nd passion. May 23, 1990. Washington, G.P.O., 1990.
136 p. alearing, Senate, 101st Congress, 2nd session, S.Hrg. 101-900)

U.S. Congress. Joint Economic Committee. Subcommittee on Education and Health.
Health-care reform: how to push las piper and treat mord patients. Heezinp, 102nd
Congress, 2ad session. Washington, G.P.O., 1992. 785 p. (Marino, 102nd Congress,
2nd session, S. Hrg. 102-77E)

Hearings head Oct. 2-Dec. 9, 1991.

U.S. Congeals. Senate. Committee on Mame.
Comprehensive health tare reform and cost containment. Hearings, 102nd Congress,
2od session. May 6-June 18, 1992. Waehington, G.P.O., 1992. Parts 1-2. 2 v. (442,
503 p.) (Hearing. Senate, 102ad Congress, 2nd seesion, S. Hrg. 102-863, Pts. 1-2)

U.S. Congress. Senate. Committee on Finance. Subcommittee on Medicare sad
LoorTerm Care.
Medical malpractice liability. Hearing, 102nd Congress, 1st session. Oct. 18, 1991.
Washington, G.P.O., 1992. 231 p. (Hearing, Senate, 102nd Congress, 2nd session, S.
Hrg. 102442)

U.S. Congress. Senate. Select Committee on Aging.
The effects of secelating drug costs on the elderly. Hearing, 102nd Congrees, 2ad
session. Apr. 22, 1992. Washington, G.P.O., 1992. 113 p. (Hewing, Senate, 102nd
Cmros, 2nd session, S. Hrg. 102-787)

'Serial no. 102-21'
Hearings held in Macon end Anent., Ga.

A etatue report: accemibility and affordability of prouription drugs for older Americans
(includes a directory of phermeceutical manufacturer indigent pie iant programs).
Washington, G.P.O., 1992. 94 p. (Print, Senate, 102nd Congrees, 2nd session,
coalmines print, S. Pit. 102-100)

'Serial no. 102-0'
"Purpoin of this report is to update the Confrere and the American people about

the impact of rising drug coets on older Americans, and analyse the artent to which
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public and private ineurance programa meet the need of providing drugs to this
population group."

U.S. Congreftional Budget Office.
Projections of Nationsl health expenditures. Washington, C.B.O., 1992.

U.S. General Accounting Office.
Health insurance: cost increases lead to coverage limitations and cost shifting; report
to congressional requesters. May 22., 1990. Washington, G.A.O., 1990. 34 p.

VAO/HRD-90-68, B-230457
Discusses major health care coat-cutting measures being adopted by U.S. firms,

including reduced benefits for employees, dependents, or retirees. 'State-mandated
benefits and state premium taxes fall primarily on the smaller firms, which areunable
to self insure,' es do many larger firms.

Health insuranee: vulnerable payers lour billions to fraud and abuse; report to the
chairman, Subcommittee on Human Reeources and Intergovernmental Relations,
Committee on Government Operations, Houle of Representatives. May 7, 1992.
Washington, GAO., 1992. 34 p.

'GAOIHRD-92-69, B-246412-

Medical malpractice: data on claims needed to evaluate health centers' insurance
alternatives; report to the chairman, Subcommittee on Libor, Health and Human
Services, Education, and Related Agencies, Committee on Appropriations, U.S. Senate.
May 2, 1991. Washington, G.A.O., 1991. 13 p.

'GAO/HRD-91-98, B-242811
Considers the malpractice insurance burden for Bureau of Health Care Delivery

and Aseistance grant recipient* who operate community and migrant health centers
serving the disadvantaged.

Medicare: millions in disabled beneficiary expenditures shifted to employers; report to
congressional committees. Apr. 10, 1991. Wuhington, GAO., 1991. 42 p.

`GAO/EIRD-91-24, B-239746'
Studies the cost savings to Medicare and the effects on employment and health

insurance coverage of disabled beneficiaries since the Omnibus Budget Reconciliation
Act of 1986 made Medicare the secondary payer for medical expenses incurred by
certain disabled beneficiaries covered by large group health plans.

U.S. health care spending: trends, contributing factors, and proposals for reform;
report to the chairman, Committee on Ways and Means, House of Repreeentatives.
June 10, 1991. Washington, GAO., 1991. 19 p.

'GA011110-91-102, B-243905'
Finds that some of business and governments' 'piecemeal coet-containnient

strategies over the pest decade ... failed; others achieved limited success that
restrained expenditures for only one payer (for example, a business or a state). This
experience suggests that, if the United States is to slow the rapid pees of health care
'pending by all payerspublic and privatethe nation must develop comprehensive
strategy that affects the entire spectrum of health care payers and serviced"'

U.S. Inetitute of Medicine. Committee on Utilization Management by Third Partin.
Controlling coats and changing patient care?: the role of utiliution management.
Washington, National Academy Press, 1989. 312 p.

Focuses on the private sector, and the effutiveneu of this new system of bringing
patient-level said system-level concerns together on cutting coats.

Waldo, Daniel R.
Financing health cars: out of whose pocket? Quarterly review of economics and
business, v. 30, winter 1990: 101-113.

'Health expenditures have grown steadily in the United States, but though United
States spending is tbe highest in the world, it may be se far out of line as is often
assumed. However, although the economy is capable of absorbing an incruaing
amount of health care without reducing other consumption, financing mechanisms are
breaking down. That pert of Medicare financed through payroll taxes will be inoolvent
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Back, Keni D.
Rationing health care: naturally unjust? Hemline journal of public law and
policy, v. 112, fall 1991: 245-257.

'The problems of escalating health care coats and declining acmes to health
care mrvicse demand attention. Health care rationing is a mechanism that could
address both- This paper serves to illustrate that rationing is a flexible tool and
could be adjusted in tame form to be used in the United States. Rationing is a/so
a fairly radical step towards controlling our problems. A radical step may be
needed. For those appalled by the thought of denying health care to those who
need it, perhaps the threat of rationing will urea as an impetue to find other
solutions.'

Bacon, Jeremy.
Ambulatory health care: a growing concern. Business & health epecial report,
1991: 18-22.

'Successful efforts over the past few years to bring hamitalisation costs
under control have led to an increase in outpatient care, and to major increases in
casts for auch treatment.'

Baker, Laurence C. Cantor, Joel C.
Physician statisfaction under managed care. Health affairs, special supplement 1993:
258-270.

'Overall, managed care does not mem to have had the deleterious impact on
medical practice that was forecast for it.'

Battagliola, Monica.
Labor makes etrides in health care cost containment. Businees & health, v. 10,
Aug. 1992: 98, 40-41.

'An increasingly common situation ... is one in which labor and
management work together to contain health cars meta. In instances where a
level of trust has been attained, labor/management taaros have joined ranks away
from the bargaining table to primula ineurers to reduce premiums, tackle
preaription drug costs, and find better ways to reduce utilisation.'

Baum, Laurie.
Health care under the knife. Business month, v. 134, Aug. 1989: 54-57.

'As medical costs swell, companies are looking for creative solutions. Seven
savvy managers tell how they are whipping inflation now.'

Berman, Howard J. Klein, David.
Paces of the puzzN steps toward affordable haelth care. Hospital & health services
administration, v. 32, spring 1992: 3-11.

Recommend 'changing the most commonly held health ineuranme product to
plan with high-deductible design, and reingtituting community-based health planning.'

Betley, Charles.
The evolution of alternative health care delivery systems. Washington, Employee
Benefit Research Institute, 1989. 15 p. (EBRI issue brief, no. 93)

Identifies alternative heelth care delivery syerteroe, including managed cam, HMOs,
and PPOs. Discusses public policy issues.

Brenneman, David L.
New RX to cure health care coat incresees. Pension world, v. 25, Nov. 1989: 12-14, 16.

Bryant, Meg.
The benefits of alternative care. Business. & health, v. 9, Dec. 1991: 57-58, 60.

'Caring for patients in settings other then hospitals can lead to quicker recoveries
and lower coats."

Butler, Stuart M.
Containing health coots in a consumer-based model. Health care financing review,
1991, suppl.: 21-25.

'The aseumption %et consumer choice cannot be used to achieve coat control in
health cam is invalid. It does not do so today because the tax trestment of health cars
leads to perverse consumer incentiver that encourage cost escalation. By reforming the
tea treatment of ineursnea and outaf-porket medical costs, it I. possible to design an
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efficient and universal system in which consumer choice ie a powerful restraint on
cost.'

Callahan, Daniel.
Rationing medical progress: the way to affordable health care. New England journal of
medicine, v. 322, June 21, 199th 1810-1816.

Argues 6 at 'the demand for autonomy and choke, as well as for high-quality
care, represents values that can be scaled beck considerably without a serious km in
actual health .... There is diminishing social return from attempts to make health
cars a source of expanding profit and personal enrichment.' A companion article, 'Age
as a criterion for rationing heelth ears,' by Norman Levineky, rejects tba use of tha
elderly as focus for proposals to ration care os to reduce eons.

Symbols, rationality, and justice: rationing health care. American journal of law &
medicine, v. 18, nos. 1-2, 1992: 1-13.

'Proposals to ration health care in the United States meet a number of objections,
symbolic end literal. Nonetheleas, an acceptance of the idea of rationing is a necessary
first nap toward universal health insurance. It must be understood that universal
health care requires an acceptance of rationing, and that such an acceptance must
precede enactment of provam, if it is to be economically sound and politically
feasible. Commentators have argued thug, reform of the health care einem should
come before any effort to ration. On the contrary, rationing and reform cannot be
separated. The former is the key to the latter, just as rationing I. the key to universal
health ineurance.'

Cotton, Paul.
Clinton tinkers with health syetem status quo.: critics seek to pick apart managed
competition. JAMA (Journal of the American Mediesl Aseociationl, v. 269, Mar. 10,
1993: 1229-1230, 1232.

Reports Clinton's statements and the 'mounting criticism' of managed
competition as a currently-proposed reform plan.

Custer, William.
Rationing: reeouree allocation in the current health care delivery system. Waehington,
Employee Benefit Research Innitute, 1992. 30 p. (EMI issue brie no. 131)

Explores 'what differences exist in the utilization of haelth care services and who
makes the decision. that create them differences. It finds that similar people are given
different treatments as result of decisions made by others.' Since we thus elready
have some rationing, current debate 'should focus on the mechanism for allocating
health care resources and the tension tAween individual decision making and social
objectives.'

Davis, Michel*.
Why global spending caps won't help the beelth ewe synem. Washington, Citizens for
a Sound Economy Foundation, 1993. 5 p.

Argues that 'fixed health care spending caps ars incompatible with quality care,
competition and individual consumer choke.' To control costa, 'patients emit evaluate
services, at least in part, on the bans of prim.'

Dentzer, Suaan.
Excessive claims: the heath-care crisis. BlIsiD01111 month, v. 135, July 1990: 62, 54-56,
68, 60, 63.

Finds that industries cannot manage their health we benefits to reduce costs;
nu most discouraging news is that most of the oast-containment fade introduced in
recent yens have been bust.' Sees managed cars es the strategy of the 1990e, while
corporations continue to push for reforms in health insurance and health ears.

Dixon, Lloyd. Honk, Susan. Blake, Darlene.
Utilization and coats in the CHAMPUS Reform Initiative: preliminary results for
April-September 1989. Santa Monica, Calif., Rand Corporation, 1991. 61 p. (A RAND
Note. N-3243HA)

'This Note presents interim nouns from an eveluation of the CHAMPUS Reform
Initiative (CRD, which was implemented in August 1988 throughout California and
Hawaii to demonstrate major reforms a the military health care system'
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Economic implications of rising health care costs. Washington, Congredeional Budget
Office, 1992. 63 p.

Examinee how the costs affect workers, employers, and Federal, State, and local
governments. Reports on causes for rapid increased in costs and the inefficiencies of
health eare markets.

Ellwood, Paul M. Enthoven, Alain C. Etheredge, Lynn.
The Jackaon Hole initiative for a twenty-first century American health ears system.
Health economics, v. 1, 1992: 149-68.

'This strategy requires far-reaching changes in the health system's information,
institutions, incentives and regulation, ^a well as basic health ineurance coverage for
all citizens. It is a blueprint for both private and public sector actions.'

Emanuel, Ezekiel.
The prescription: primer on health care reform. New republic, v. 206, June 1, 1992:
21-22, 24, 26.

Seta forth rules for reform. 'Any program to expand access to health sere must be
linked to cost control .... One-time cost savings schemes will not substitute for
controlling health care inflation .... Cost an:atoll' mean containing inflation and
limiting the use of technology .... An independent board should have authority to
impose a national health care budget.' Prefers community-based voucher plan.

Enthoven, Alan C.
A Cure for health costs. World monitor, v. 5, Apr. 1992: 34, 36-39.

'The world's biggest economy pays too much for health careand gets too little. A
management expert offers Wm new blueprint for reform.'

The Histary and principles of managed competition. Health affairs, special supplement
1993: 24-6.4.

'Managed competition is baeed on comprehensive care organizations that integrate
financing and delivery. Proepects for its succeed are based on the euccess and potential
of number of high-quality, cost-effective, organized systems of care already in
existence, especially prepaid group practice.. As it is outlined here, managed
competition es a means to reform the U.S. health care system is compatible with
Americans' preferences for pluralism, individual choice and responsibility, and
universal coverage.'

Faltermayer, Edmund.
Strong medicine for health coots. Fortune, v. 121, Apr. 23, 1990: 221, 224, 226, 228,
230.

In Cigna's system, known as the open HMO, or point-of-service system, patients
are also free to go outside the HMO whenever they need care. In that case, the plan
still pays, but only 80 cents on the dollar and only after the year'. expenses exceed
fairly stiff deductible. This feature attracts those who might otherwise reject being
locked into a limited network of doctor, and hospitals."

Fielding, Jonathan E. Rice, Thomas.
Can managed competition solve the problems of market failure? Health affairs, epecial
supplement 1993: 216-228.

'This Commentary is not intended to provide thorough evaluation of managed
competition. Rather, it deals with the topic only insofar as managed competition can
or cannot eolve problem' of market failure in the health care system. There are many
other important aspects of managed competition, such as risk adjustment, whether
managed competition can work in rural areas, and so forth, which we address only in
passing.'

Ginsburg, Paul B. Thorpe, Kenneth E.
Can all-payer rate setting and the competitive strategy coexist? Health affairs, v. 11,
summer 1992: 73-86.

'In conclusion, we do not believe the nation has to chooee between all-payer rate
setting and the competitive strategy. The two are sufficiently compatible that both
can be pursued, with the combination potentially a permanent one. The more
successful competitive plans are, the smaller the portion of the health care system to
which all-payer rate setting would apply.
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Goodman, John C. Musgrave, Gerald L.
How to solve the health care crisia. Consumers' research, v. 75, Mar. 1992: 1044, 35.

Recommends creation of individual or family 'Medisave accounts.' Asserts the«
would lower the cost of health insurance and the administrative and other costs of
haelth care; would restore the doctor-patient relationship; would give patients more
control over inoured nervices; would enjoy advantages of a competitive medical
marketplace, and would expand benefits of self insurance or options for health
inaurance during retirement.

Health care cost containment By Karen Davis et al. Baltimore, Johns Hopkins University
Press, 1990. 266 p. (John. Hopkins Audios in health care finance and administration;
no. 3)

Health information systems. Hospitals, v. 67, Feb. 20, 1993: 26-29, 31-32, 36-38, 40.
Partial contents.Holding networks together: shared information will glue for

reformed health systems, by Kevin Lumsdon.Military maneuvers: DoD moves ahead
with integrated clinical records, by Term Hudson.Infrastructure is path to IS
growth.HELP on the way: clinical system lays framework for CPR.The real thing:
future information needs will require 'true' hospital CIO., by Rob Hard.

Hoy, Elizabeth W.
Insurer-sponsored managed health care: 1990. Washington, Health Insurance
Association of America, 1991. 26 p.

'The dynamic growth in managed care plans - and in the associated te:hniques for
monitoring and evaluating care - manifests the industry's continued search for
solutions to the problem or rising health care costs as well as its commitment to
quality care for conoumers.'

Jencks, Stephen F. Schreber, George J.
Containing U.S. health care coots: what bullet to bite? Health care financing review,
1991 suppl.: 1-12.

'In this article, the authors provide an overview of the problem of health care cost
containment. Both the growth of health care spending and its underlying causes are
discussed. Further, the authors define cost containment, provide a framework for
describing cost-containment strategies, and describe the major coat-containment
strategies. Finally, the role of research in choosing such a strategy for the United
States is examined.'

Jones, Stanley B.
Multiple choice health insurance: the lessons and challenge to private insurers.
Inquiry (San Francisco), v. 27, summer 1990: 161-166.

Discovers that 'while group and staff model HMOs contain costs, few have cut
employers' costs in multiple choice health plans, and group and staff model HMOs'
capacity to contain costa has not been matched by insurers' managed care plans.
Three optiona for insurers and HMOs to offer employers are outlined.'

Kalb, Paul E.
Controlling health care costa by controMing technology: private contractual approach.
Yale law journal, v. 99, Mar. 1990: 1109-1126.

'This Note proposes a private sector cost-containment initiative that emphasizes
controlling the use of medical technologies as a means of controlling health care costs
and analyzes the legal implications of such an initiative.'

Koska, Mary T.
Physician groups plan on being major factor in reform debate. Hospitals, v. 66,
Aug. 20, 1992: 30, 32, 34.

Explains objectinne of the American Medical Association to the American Hospital
Association's health care reform proposal, based primarily on its support for capitated
payment to providers and emphasis on managed care. Reporta plans being proposed by
the American Society of Internal Medicine and by other State or specialty medical
societies, as well aa results of El survey of physician opinion on reform.'

Kronick, Richard.
The marketplace in health care reform: the demographic limitations of managed
competition. New England journal of medicine, v. 328, Jan. 14, 1993: 148-162.

'In sparsely populated areas where relatively few providers are required, ... it is
not feasible to divide the provider community into competing groups .... Demo-
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graphic feahwes of heath market* in the United States (are examined) to see what
proportion of the population lives in 'ream that might successfully supcort managed
competition .... Smaller metropolitan *raw and rural areas would require alternative
forms of organisation sad regulation of health care providers to improve quelity and
economy.'

The Law and policy of health care rationinv models and sccountability. University of
Pennsylvania law review, v. 140, May 1992: whole issue (1506-2096 p.)

Explores 'the concept of rationing amidst the pressing and contradictory problems
presented by the large number of individuals without adequate health inrarance and
the rapidly rising coots of health care. While proposals to change our health care
system are abundant, thorough anelyeas of the underlying issue. are not, particularly
among elected officials.'

Long, Stephen H. Rodgers, Jack.
Perspective: managed competion estimates for policy making. Health affairs, special
rupplement 1993: 243-247.

Luthans, Fred. Davis, Elaine.
The healthcare cost crisis: causes and containment. Personnel, v. 67, Feb. 1990: 24-29,
31.

' As the healthcare cost crisis continues, RR professionals will take on a new role:
being the watchdog for managed care. The performance of the managed care providers
and the limitations that the company benefits structure imposes must be watched
closely to prevent malpractice suits against the company. HR professionals may be
charged with the difficultif not impossibletask of balancing the need to reduce costa
against the importance of providing quality ewe.'

Managed care. Employee benefit plan review, v. 47, Mar. 1993: 66-60, 62-69.
' Begins with a look at various managed care vehiclesHMOs, preferred provider

organizations, end point-of-service plans. The role of managed care in government-run
health programs also is included, followed by the use of managed care for specific types
of health benefits.'

Managed care in the 1990e: providers' new role for innovative health delivery. Hospitals,
v. 66, Mar. 70, 1992: 26-32, 34.

'Hoepitals, physicians and employers are embracing fundamental managed care
principles like utilisation management. And theme three parties are looking beyond
such elementary devices to the next generation of managed care: integrating finance,
administration and delivery.'

Mendeleon, Daniel N. Arnold, Judith.
Certificate of need revisited. Spectrum, v. 66, winter 1993: 36-44.

This regulatory review promos requiring certain health care providers to obtain
State authorization for major capital expenditures or service expansiona is seen as
potentially effective in 'tracking end controlling the spread of facilities and services' in
the future. Characteristics of successful State CON programa are identified.

Newhouse, Joseph P.
An Iconoclastic view of health cost containment. Health affairs, special supplement
1993: 152-171.

'Calls for medical care cost containment are all around us.... Effective global
budgets would address the rising opportunity costs of health care. However, they
would threaten ongoing innovation and probably would increase distortions from
pricing more.'

O'Connor, Kathleen.
Risky business: HMOs end mansged care. Businees & health, v. 9, June 1991: 30,
3244.

'Are HMOs doing all they can do to control health care costs? Or are they
enjoying the beet of both worlds; that is, healthy subscribers and 'equal dollars?

O'Keeffe, Janet E.
Health care financing: how much reform is needed? Louse in science and technology,
v. 8, spring 1992: 42-49.

Decries that 'President Bush's plan contains no meaningfhl systemwide measures
to contain coats .... Any mesningfial Wraith care financing reform must address the
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problems of the uninsured and the underinsured, and must include effective
cost-containment atrateese for the system as a whole.'

One State's response to the malpractice ineurance crisis: North Carolina's
rural obetetrical care incentive program. Public health reports, v. 107, Sept.-Oct. 1992:
523-529.

'The program and how its implementation has maintained or increased access to
obetetrical care in participating counties ars deecribed on the basis of site visits to local
health departments in participating counties and data from the North Carolina
Division of Maternal and Child Health. The program is of significance to policy
makers nationwide as both response to rising malpractice insurance rates and
reduced amen to obstetrical care in rural areas, and as an innovative, nontraditional
State program in which the locus of decision making is at the county level.'

Perspectives: design Wanes in managed competition. Health affairs, epecial supplement
1993: 87-137.

Contents.Where should the buck stop: Federal and state responsibilities in
health care financing reform, by Richard Kronick--Benefit design choices under
managed competition, by Linda A. Bergthold.Safeguarding quality in managed compe-
tition, by Alan L. Hillman, William R. Greer, and Neil Goldfarb.Challenges for
managed competition from chronic filmes, by Mark Schlesinger and David Mechanic.

Perspectives: health insurance purcfiaming cooperatives. Health affairs, special supplement
1993: 49-86.

Contents.Who should govern the purchasing cooperatives? by Walter A.
Zelman.Design of health insurance purchasing cooperatives, by Paul Starr.A
Payment method for health insurance cooperatives, by James C. Robinson.Informing
and protecting consumers under managed competition, by Shoshanna Sofeer.

Reagan, Michael D.
Health care rationing and coet containment are not synonymous. Policy studies
review, v. 9, winter 1990: 219-231.

'Much public discuseion shout health care assumes, explicitly or implicitly, that
only by denial of potentially beneficial care (called 'rationing') can cost containment be
achieved. This piece critically exemines the various current usages of 'rationing,' and
argues that it is being misapplied. Further, the call for rationing may be deflecting us
from fruitful exploration of non-rationing alternatives to coot control. Two of these
are briefly sketched as examples: physician fee controls and practice guidelines.'

Reinhardt, Uwe E.
Reorganizing the financial flows in American health care. Health afrairs, special
supplement 1993: 172-193.

'This essay emphasizes the funneling of money into the inaurance fund. It is
argued Lake alia that American business has been a quite urebable partner in the
financing of American health care and also major cost driver. A reformed health
system should reduce the role of business to the mere collection of premiums at the
nexus of payroll.'

Reiman, Arnold B.
Controlling costs by 'managed eompetitiorewould it work? New England journal of
medicine, v. 328, Jan. 14, 1993: 133-135.

'In the absence of some limit on total expenditures, how can we be eure it
(managed competition) would save money in a system so driven by expansive
entrepreneurial forces? .... No practical system of monitoring by public agencies
could be expected to ferret out all the subtle ways in which managed-care
organizations, controlled by third parties determined to show a profit, might stint on
services." Urges putting 'the responsibility for cost and quality control where it
belongaon physicians and their patients.'

Rosko. Michael D.
All-payer rate-setting and the provision of hospital care to the uninsured: the New
Jersey experience. JoUrnal of health politics, policy and law, v. 15, winter 1990:
815-831.

'The New Jersey all-payer prospective payment compensates hospitals for charity
care and bad debts. This study examines ita impact on the provision of care to self-pay
patients.'
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Romer, Julie.
Doctor bills are next target for cost-control efforts. Congressional Quarterly weekly
report, v. 47, Feb. 26, 1284: 386-392.

' Private sector may have to lead Congress in forting major changes in fee-for-
service system:

Saltford, Nancy.
Health promotion: its rola in health care. Washington, Employee Benefit Ramer&
Institute, 1991. $p. (EBRI issue INK no. 120)

'A healthy work force can mean lower warkene compensation, fewer claims for
disability and health insurance, lies turnover, reduced absenteeism, and ineramed
productivity: Health promotion is urged for the public policy agenda to improve
health and to reduce costa.

Shells, John F. Lewin, Lawrence S. Haught, Randall A.
Potential public expenditures under managed competion. Health &Mira special
supplement 1993: 229-242.

'The authors estimate a net increase of $47.9 billion in 1993 health spending
under a managed competition program with low patient coat sharing. This includes
savings of $4.5 billion from wider use of neansgell care and $11.2 billion in
administrative cost savings:

Shoor, Rita.
Moving health care data electronically. Sunned* & health, v. 10, Oct 19924 38, 40,
42-45.

' Pilot projects are experimenting with electronic data interchange and cutting the
costs of adminirtering chime in the process.'

Simmons, Henry E. Rhoades, Margaret Id. Goldberg, Mark A.
Comprehensive health care reform and managed competition: sounding board.
New England journal of medicine, v. 327, Nov. 19, 1992: 1525-1528.

Describer the National Leadership Coalition for Health Care Reform's
proposal 'to create a public-private partnership' to improve the U.S. health care
system.

Slomski, Anita J.
Groups dangle big salarieebut for how long. Medical economics, v. 68, Feb. 8, 1993:
45-47, 51-52, U.

' Starting pay for primary-care doctors keeps climbing. With managed care and
the Feds restricting reimbursement, though, the boom times may not last:

Smith, Lee.
A cure for what ails medical care. Fortune, v. 124, July 1, 1991: 44-49.

'Call it the American disease. The symptoms: unchecked health care spending and
too many uninsured. The remedy: introducing more marketplace logic into the
syrtem:

Staines, Verdon S.
Potential impact of managed care on National health spending. Health affairs, special
supplement 1993: 245-257.

Illustrative estimates rugged that if all acute health care services were delivered
through staff- or group-model health maintenance organizations (HMOs), national
health spending might be almort 10 percent lower.'

Starkey, Danielle.
Controlling costs and improving accorseolving the health care dilemma. California
journal, v. 24, Feb. 1993: 7-12.

Discuses, Clinton Administration consideration of health care reform. 'The
Clinton plan is taking shape as a derivation of 'managed care,' a system thet's been
evolving for 50 years .... Managed competition, the strategy Clinton is eyeing, takes
managed care one step further.' Portrays options of increasing taxes, employer
mandates, or rata ceilings to pay for health coots.
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Starr, Paul.
The logic of health-care reform. Knoxville, Tenn., Grand Rounds Press, Whittle Direct
Books, 1992. 83 p.

The author's 'core proposal incorporates two fundamental coneeptsglobal
budgeting and managed competitionand focuses on the underlying structure of health
care financing rather than single issues that are symptomatic of the current flawed
system:

Starr, Paul. Zelman, Walter A.
A Bridge to compromise: competition under budget. Health affairs, special
supplement 1993: 1-23.

' A new approach to universal health insurance combining managed competition
and global budgets promises to break the impasse blocking comprehensive health
reform. The central innovation is the development of regional health insurance
purchasing cooperatives (HIPCs) as manager and reorganizers of the market and
platforms for global budgets. Financing would be based on community-rated
premiums, with obligations to employers capped as a percentage of payroll and to
individuals as a percentage of family income. Budgets would cap the mandated core of
spending and set a target for out-of-pocket expenditures.'

Stern, Linda.
Militant medicine. Busineu & health, v. 9, Oct. 1991: 70, 72, 74, 76, 78, 80.

' Early results are in, and if pleasing beneficiaries, saving dollars, and impreuing
third-party evaluators are any guide, the CHAMPUS Reform Initiative (CR1) is
working well. Statistical results show a 4 percent decrease in health care costs
compared with a 13 percent cost incream in areas without the program.'

Steslicke, William E.
Florida's new health care coat containment board: 'competition,"regulation,' or what?
Florida policy review, v. 4, winter 1989: 12-16.

' Not only has the HCCCB's role itself been rewritten by the State Legislature, but
the name of the play seems to have been changed from 'Competition' to 'Regulation."

Steurle, C. Eugene.
The search for adaptable health policy through finanace-based reform. In American
Health Policy: Critical Issues for Reform, edited by Robert B. Helms. Washington,
American Enterprise Institute, 1993. p. 334-361.

Stevens, Carl M.
Health care cost containment: some implications of global budgets. Science, v. 259,
Jan. 1, 1993: 16-17, 105.

Warns that in the U.S. 'there has been some serious discuesion, and some
implementation, of partial expenditure caps, notably for the big federal government
health insurance programs Medicare and Medicaid.' Discusses 'problems in reflecting
or representing consumer preferences in the decisions that allocate resources for health
care, and implications for providers and consumers (patients) of the non-price
rationing necessarily accompanying the imposition of effective expenditure caps.'

Timber, Rivka.
Can case management cut coats? Life emaciation news, v. 85, Jan. 1990: 63-67.

Tanner, Michael.
Health care reform: the good, the bad, and the ugly. Washington, Cato Institute, 1992.
29 p. (Policy analysis no. 184)

After analyzing a variety of current proposals, including single-payer plans, 'Play
or pay' options, and managed competition, the author recommends tax-deductible
medical IRAs, which 'would return choices about health care expenditures to
consumers, giving them incentives to shop effectively, cut costa, and accumulate
unused funds tax free for retirement!

Taulbee, Pamela.
Employers are experimenting with managed competition. Busing.. & health, v.
10, Mar. 1992: 26-28, 30, 32, 34, 38.

"Managed competition requires that the employer assess the HMOs it
choues for quality and cost effectiveness and then hold them accountable for
those qualitimr!
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U.S. Congress. House. Committee on the Budget. Republican Staff.
A managed competition: remedy for U.S. health care? Budget end economic analysis,
v. 2, Dec. 21, 1992: 1-4.

Available from the House Budget Committee Republican Staff.
Protests that, although 'managed 001/11petiti011 COOStibsta Cagnificane munce in

the debate on health core reform,' 'the regulatory/health planning streteiy, of which
global health budgets are one tool, is likely to deflect attention from the underlying
caws of our health care cost problem, lack flesibility in responding to nature
needs, (and] . reduce the quality of U.S. health care and substitute waiting lines and
increaeal pain and suffering, and even premature death for dollar expenditures.'

US. Congrees. House. Committee on Ways and Means. Subcon mitts. on Health.
Options for health ineurance: requirements for health care cart containment. Hearing,
102nd Congress, 1st seesion. July 11, 1991. Washington, G.P.O., 1992. 144 p.

'Serial 102-48'

Options for health insurance: using Medicare payment methodologies as the basis for
establishing rates for hospital and physician services for all payers. Hearing, 102nd
Congress, 2nd seesion. Apr. 8, 1992. Washington, G.P.O., 1992. 157 p.

'Serial 102-106'
Health care providers, doe Prospective Payment Anew:Dent Commission, the

Physician Payment Review Commistion, and CBO testify.

U.S. Congrees. Senate. Committee on Finance. Subcommittee on Medicare and
Long-Term Care.
Reducing inappropriate Medicare spending. Hearing, 102nd Congrees, 2nd session,
May 21, 1992. Waahington, for sale by the US. G.P.O., Supt of Dors., Congreasional
Sales Office, 1992. 113 p. (U.S. Congress. Senate. S. hrg. 102-889)

US. Congress. Senate. Committee on Labor and Human Resources.
Achieving effective cast control in comprehensive health care reform. Hearings, 102nd
Congress, 2nd session. Dec. 16-17, 1992. Washington, G.P.O., 1992. 306 p. (Hewing,
Sonata, 102nd Congress, 2nd seasion, S. Hrg. 102-955)

Health Insurance Purchasing Cooperative Act. Hearing, 102nd Congress, 2nd session.
May 7, 1992. Washington, G.P.O., 1992. 90 p. (Hearin& Senate, 102nd Congress, 2nd
session, S. Hrg. 102430

promote the use of State-coordinated health insurance buying programs and
assist States in establishing health insurance purchasing cooperatives, through which
small employers may purchase health insurance, end for other purpose..

U.S. Congressional Budget Office.
The potential impact of certain forms of managed care on health care expenditures.
Washington, Congressional Budget Office, 1992. 31 p. (CB0 staff memorandum)

'Presents range of iiirrtretive estimates of the potential effects on national
health expenditures and on expenditures under Medicare, Medicaid, and private health
insurance if all acute health care services that are now funded through insurance
arrangements were provided through delivery systems incorporating two specific forma
of managed care. One is staff-model and group-model health maintenance
organizations. The other is 'effective' forms of utilization review, which ...
incorporates precertification and concurrent review of inpatient care.'

US. Institute of Medicine. Committee on Utilization Management by Third Parties.
Controlling costs and changing patient care?: the role of utilization management
Washington, National Academy Prom, 1989. 312 p.

Focuses on the privets sector, and the effectiveness of this new system of bringing
patient-level and system-level concerns together on cutting coats.

Wallack, Stanley S.
Managed care: practice, pitfalls, and potential. Heelth care financing review, 1991,
suppl.: 27.34.

'The results of coordinating and changing patterns of health rare using managed
care activities and organizations are reviewed in this article. Although utilization
review and high-ozst can management programa reduce the use of expenaive services,
incentives for providers of care, placing them at risk, are important for manaireng the
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intensity of health care. Managed care appears capable of reducing health care costs
substantially. However, this increased efficiency has not translated to lower insurance
premiums or modulated total health cars expenditures because either purchamrs are
not aware or are not concerned about securing care at the team cost.'

Welch, W. Pete.
Giving physicians incentives to contain coats under Medicaid. Health care financing
review, v. 12, winter 1990: 103-112.

'In this article, the risk arrangements in Medicaid programs that put physicians at
rim,' are summarised. These programs-partial capitation and health insuring
organiutiona-pay physicians a capitation amount to cover eome or all physician
services. Physicians also receive part of the savings from reduced hospitalization.
Most of these programs have successfully lowered Medicaid cods. They could iierve as
models for other Medicaid programs, State-level programs to cover people ineligible for
Medicaid, and programs abroad, ouch as in tbe United Kingdom'

Williams, Albert P.
Memorandum to the President-elect: parameters for health system reform. JAMA
[Journal of the American Medical Aseociation, v. 268, Nov. 18, 1992: 2699-2700.

Presents the chairman's interpretation of the consensus reached at the RAND
Summer Institute, 'Reforming the US Health Care System, July 27-31, 1992.
Summarizes that 'cost control is key to reforming the system, because universal
coverage seems certain to be held hootage to credible promise that cost can be
contained. However, effective reform cannot occur without some increase in taxes or
other levies for those who either are not paying their share of costs now or are
benefiting from excessive tax relief.*

Zwanziger, Jack.
Prospective payment for CHAMPUS exempt services: an analysis of children's
hospitals, substance abuse services, and peychiatric serviees. Santa Monica, Calif.,
Rand Corp., 1992. 105 p. (Rand/R-3700-HA)
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IV. RESOLVED: THAT THE FEDERAL GOVERNMENT SHOULD GUARANTEE
CATASTROPHIC HEALTH DISURANCE TO ALL UNITED STATES CITTMNS

A. GENERAL

Aging in America: the Federal Government's role. Washington, Congressional Quarterly
Inc., 1989. 96 p.

Contents.The elderly.Soeial eseurity.Modieare and medicaid. Catastrophic
esets.Loog-term care.

Benham, Rum.
Insurance: a policy for catastrophe. Global fianance, v. 6, July 1992: 68-69.

Beyond Medicare. Consumer reports, v. 64, June 1989: 375-391.
ContentsWhat insurance do you need?Which policies are beet?What an

insurance package costsThe top-rated plans: where they are sold.The insurrnce
hard sell.Deceptive sales tactics.

Brock, Horace W.
Rx for the U.S. health care crisis. Financial executive, v. 8, Jan.-Feb. 1992: 10-13.

Cotton, P.
Tre-existing condition. 'hold Americans hortage' to employers and insurance." JAMA
(Journal of the American Medical Association), v. 265, 1991: 2451-2453.

Coughlin, Teresa A. Liu, Korbin.
Severely disabled elderly persons with financially catastrophic health care expense:
sorirces and determinants. Gerontologist, v. 32, June 1992: 391-403.

Thi, article describes the sources of financially cataatrophic health care expenaes
among disabled elderly persons. Using a coet-to-income approach and data from the
1981-1982 Channeling Demonstration Project, we examined the types of health care
costs (hospital, physician and ancillary care, nursing home, and prescription medicine)
that contributed to overall expenses. For the Channeling sample, out-of-pocket
expenses for preocription medicines and for nursing home care were the principle
source of catastrophic expenses.'

Cox, Hank.
Age before beauty. Regardie's, v. 11, Jan. 1991: 69, 71-79.

The American Association of Retired Persons may be the only lobby in
Washington with enough clout to bulldoze a massive new benefit program through
Congas., only to have its own members force the repeal of the program lees than a
year later, and not experience so much as twinge of embarrassment or offer hint of
an apolory."

Del Bene, Linda. Vaughan, Denton II.
Income &wets, and health insurance: economic resources for meeting acute health care
needs Of the aged. Social security bulletin, v. 55, spring 1992: 3-25.

In this article, the authors use data from the Survey of Income and Program
Participation (app) to examine the relationship between economic resources and acute
health care needs among the aged. The circumstances of individuals who rely on
Medicare as their only form of health insurance are considered in detail because they
are potentielly more vulnerable when faced with health care expenses. Particular
attention is given to the amount of family income and personal contingency assets held
by this group and the level of out-of-pocket liability for acute care they might have
been expected to face in 1984."

Elwood, Thomas W.
A view from Washington. Journal of allied health, v. 19, winter 1990: 69-80.

'Many older persons display a strong sense of independence, and expect others to
feel the same way. They resent the notion of receiving something for nothing. Tbeir
perception that their ineurance premiums would be used to provide Medicare benefita
for AIDS patients and welfare mothers was too unsettling. Advocates of the
cataetrophic legolaton should, perhaps, have paid more attention to the wiadom of
developing program that was not a blend of insurance and general entitlement
concepts. Having adopted such a course, it is critical to do an adequate job of
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explaining what such a mixture entails. Thom who pursue any similar idea in the
future are suitably forewarned."

Bates, Carroll L.
Aging, health, and social policy: crisis and crossroads. Journal of aging & social policy,
v. 1, 1989: 17-32.

In the 1980s, significant and growing problems of uninauranee and under-
insurance for health csre have re-emerged. Simultaneously, state Medicaid programs
are characterized by their increasing variation and inequities, while there has been a
decline in access for tbe Nor. The future of aging policy will be decided in the context
of four socio-demographic realities: (1) population aging (2) trends in mortality and
morbidity (3) the relationship between income and health, and (4) aging as a woman's
issue."

Federa, FL Danielle. Oettinger, Nancy L
Beyong catastrophic insurance: the future of public funding for long-term care. Topics
in health care financing, v. 17, rummer 1991: 22-31.

Green, Jean. Arno, Peter S.
AIDS: the coat and financing of care. Caring, v. 8, Nov. 1989: 14-17.

'While the costs of caring for people with AIDS ere high enough to be far beyond
the means of moat of those who have the illness, these costs are not beyond the means
of society, since they constitute a small proportion of the health care budget. The
difficulty I. that the mechanisms society uses to assist individuals with unaffordable
medical bills do not always work well. In the case of AIDS, these problems are greatly
exacerbated by the fact that so many PWAs (people with AIDS] are young males in
poverty. This is the group with the poorest access to insurance and to health care.'

Hcok, Janet.
Catastrophic insurance for all. Washington monthly, v. 19, Feb. 1987: 37-40.

Examines the arguments against providing catastrophic health insurance.

lglehart, John K
The American health care system: Medicare. New England journal of medicine, v. 327,
Nov. 12, 1992: 1467-1472.

This fourth report on American health care discusses the history, financing,
benefits, payment system, quality, and future of the program. -Providers are scsrcely
prepared to be the sole stakeholders who accept sacrifice. The only other real options
are raising taxes on the general population, reducing Medicare benefits, or asking the
elderly to pay more on some income-related bamis.'

Lammers, William W. Leiebig, Phoebe S.
State health policies, federalism, and the elderly. Publius, v. 20, summer 1990:
131-148.

'This article examines recent state health policy efforts for the elderly and their
implicatione for future federal and state roles. States have been particularly active in
creating programs to address the needs of the chronically ill and in seeking to modify
regulatory policies and promote private sector efforts. Those efforts have involved
relatively autonomous state programs as well as programs developed within the
intergovernmental system. To meet the health policy nee& of an increasing elderly
population, future federal policies must recognize potentials for significant state
contributions and seek to minimize actions that reduce policy innovation, while
continuing to addresa the problem of limited responses in low-performance states.'

Light, Donald W.
Excluding more, covering less: the health insurance induotry in the US. Health/PAC
bulletin, v. 22, spring 1992: 7-13.

'Through various devices used to avoid insuring high-risk individuals or paying
out on claims, the insurance industry has instituted a spiral of exclusion and
discrimination, so that those who need coverage most are likely to get the least and
pay the most for what they get. Because these practices are inherent in competitive
private insurance, it seems that as long as private health insurance companies are
permitted to exist, universal health insurance is unlikely to succeed.'

Lowry, Jack W.
How to keep health premiums down. Life asaociation news, v. 85, Jan. 1990: 57-60.
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Manning, Willard G. Marquis, M. Susan.
Health intatrance: the trade-off between risk pooling and moral harad. Report no. It-
3729-NCHSR, Santa Monica, Calif., the Rand Corporation, 1989.

?loofas, Greg.
What Clinton could learn from the catastrophic health care catartrophe. Washington
monthly, v. 26, liar. 1993: 39-41.

'The cataatrophic care bill's tortured collapse can provide the new administration
with a road map of exactly what to avoid in tackling the tougher task of overhauling
the entire health care system. On the universal list of Good Ideas That Bombed, the
catastrophic care act ranks near the top.' The author urges Clinton to use 'his
presidential bully pulpit to emphasize the need for doctors, hospitals and ineurers to
make legitimate steam in income so that the nation is not banlauptad by health
care eats.'

Preventive health *emit:ea for Medicare beneficiaries: policy and research issues.
Washington, Office of Technology Asessement, for sale by the Supt. of Dace., G.P.O.,
1990. 37 p. COTA-H-416, Feb. 19901

In this special report, 'OTA examines how decisions are currently made about
coverage of specific preventive cervices under Medicare and lays out options for
altering the proms and criteria governing thcee decisions. The Special Report also
reviews and critiques ongoing demonrtration projects and summarizes the results of
OTA studies of the costs and effectiveness of specific preventive services for the
elderly.'

Restructuring health insurance for Medicare enrollees. Waahington, Congreationel Budget
Office, 1991. 74 p.

'A CB() study'
Partial contents.Supplernenta.Enrolleere out-of-pocket arid premium

expecte.* for acute health care.Establish a Medicare comment cap and prohibit
Medigap coverage of Medicare's copaytnent requiremente.Reetructure and cap
Medicare's comment requirements and prohibit Madigap coverage of them.

Rice, Thomas. Gabel, Jon.
Older Americans and their health coverage. Washington, Health Inrurance Association
of America, 1989. 27 p.

' Survey results indicate that despite the extensive publicity, the elderly rtill know
very little about the basic salaams of the catastrophic legislation.'

Short, Pamela Farley. Virtues, Jamaica Primoff.
Multiple sources of Medicare supplementary insurance. Inquiry, v. 29, spring 1992:
33-43.

'Ertimatas from tbe National Medical Expenditure Survey imply that in 1987 only
two-thirds of elderly Medicare beneficiaries held the amount and type of insurance that
is generally recommended to supplement Medicare, namely, 57.7% with private hospital
medical insurance from one source and 6.6% with only Medicaid .... Beneficiaries
who purchase coverage from more then one sources are likely to be relatively young,
more highly educated, and financially better off.'

Trippler, Aaron K
Comprehensive health insurance for high risk individuals: a State-by-State
analysb. Minneapolis, Communicating for Agriculture, 1986. 161 p.

Surveys legislation creating health ineurance riskebaring pool for
individuals who find difficulty in purcharing adequate health insurance coverage
due to preaxisting health conditions.' Concludes that 'risk poola repro:tent a
small step in reducing the uninsured population, or at least that segment of the
unineured that is not poor but could become poor when faced with major medical
expenses. Those plan., however, provide no comprehensive solution to the
indigent care problem. Risk pools simply encourege and assist individuals in
purchasing health imams. Those wbo cannot afford to purchase insurance will
in most eases not benefit from the pear'

U.S. Congress. Houae. Select Committee on Aging.
America's =blamed and underinsured: nation at risk of inadequate health care and
cateetrophic coats; report. Washington, G.P.O., 1986. 13 p.

At heed of title: Committee print.
'Comm. pub. Do. 99-583'
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The catastrophe of uninsured and underinsured Americans: in search of a US. health
plan. Hearing, 99th Congress, 2nd session. Sept. 12, 1986. Washington, G.P.O., 1986.
130 p.

Health care needs of the elderly. Hearing, 101st Congress, 1st session. Washington,
G.P.O., 1989. '79 p.

Hearing held July 31, 1989, Union, NJ.
'Comm. pub. no. 101-726'

US. Congrua. House. Select Committse on Aging. Sukommittee on Health and
Long-Term Care.
Catastrophic health insurance: the needs of children. Joint hearing before the
Subcommittee on Health and iong-term Care of the Select Committee on Aging and
the Select Committee on Children, Youth, and Families, House of Representatives,
100th Congress, 1st session. Mar. 23, 1987. Washington, G.P.O., 1987. 293 p.

' Aging Committee pub. no. 100-629'
Includes statistical information in the testimony of James Perrin on behalf of the

American Academy of Pediatrics (p. 61-74).

Catastrophic health insurance: the New Jersey perspective. Hearing, 99th Congress,
2nd seuion. Washington, G.P.O., 1986. 38 p.

' Comm. pub. no. 99-593'
Hearing held Aug. 11, 1986, Bellmawr, NJ.

Catastrophic health insurance: the New Jersey and New York perspective. Hearing,
100th Congresa, let session. Washington, G.P.O., 1987. 70 p.

Hearing held May 11, 1987, Newark, NJ.
'Comm. pub. no. 100-630'

Catastrophic health insurance: the Pennsylvania perspective. Hearing, 100th
Congress, 1st session. Washington, G.P.O., 1987. 41 p.

Hearing held Apr. 10, 1987, Philadelphia, PA.
' Comm. pub. no. 100-624'

Catastrophic health insurance: the home care benefit. Hearing, 99th Congress, 2nd
seasion. Mar. 19, 1986. Washington, G.P.O., 1986. 96 p.

"Comm. pub. no. 99-562"

National health care: the financial impact on seniors and their families: a briefing by
the Subcommittee on Health and Long-Term Care and the Select Committee on Aging,
House of Representatives, 102nd Congress, 1st seesion. May 28, 1991. Washington,
G.P.O., 1991. 133 p.

At head of title: Committee print.
'Comm. pub. no. 102-820'
The Committee met in Toms River, N.J. 'Printed for informational purpous only.

It does not riprement either findings or recommendations adopted by thin committee.'
Includes the American Nurses Asoociation's "Nursing Agenda for Health Care Reform.'

Paying the price of catastrophic illness: from accidents to Alzheimer's. Hearing, 100th
Congreu, let session. Jan. 28, 1967. Washington, G.P.O., 1987. 176 p.

'Comm. pub. no. 100-616'

Paying the price of catastrophic illnese: from accidents to Alzheimer's. Washington,
G.P.O., 1987. 68 p.

At head of title: Committee print.
'Comm. pub. no. 100-612'
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U.S. Congress. House. Select Committee on Aging. Subcommittee on Housing and
Consumer Interests.
The future othesIth care for seniors: where do we go from here? Hearing, 101st
Congeals, let swim. Dee. 4, 1969. Washington, G.P.O., 1990. 76 p.

'Comm. pub. no. 101463'
Hawing held in Vancouver, WA.

U.S. Congress. Mum. Select Committee on Aging. Subcommittee on Retirement Income
and Employment
Investigation on weys of minimizing routine and catastrophic health costs for the
aging. Hearing 99th Cower, 2nd esseion. Washington, G.P.O., 1986. ni p.

Hearing held in Essex, Md., Apr. 21, 1988.
'Comm. pub. no. 99-676'

Nationalised health insurance: the lemons of catastrophic care. Hearing, 102nd
Congrees, 2nd station. Apr. 13, 1992. Washington, G.P.O., 1992. 82 p.

Hearing held in Waterbury, CT.
Comes, pub. no. 102-862'

U.S. Congress. Senate. Committee on the Budget.
Catastrophic and long-term health csre. Hearing., 100th Congress, 1st minion.
Washington, G.P.O., 1988. 966 p. (Hearing, Senate, 100th Congress, 1st searion, S.
Hrg. 100-586)

Hearings hold June 1, 1987Warren, MI; June 22Flint, MI; June 29Lansing,
MI; Aug. 28Marquette, MI; Nov. 11Detroit, MI.

U.S. Congressional Budget Office.
Catastrophic medical =penes.: patterns in the non-elderly, non-poor population.
W.shington, 1982. 108 p.

Partial contenta.Family medical expenam in a single roanPatterns of high-cost
illness over two or more years.Trends in expenditures for high-coat
Implications for Federal policy.

U.S. 'General Accounting Office.
Trauma care: lifesaving system threatened by unreimbursed cons and other factors;
report to the Chairman, Subcommitse on Health for Families end the Uninsured,
Committee on Finance, U.S. Senate. May 17, 1991. Washington, GAO., 1991. 44 p.

VAO/HRD-91-57, B-242551'
'Provides information on the moons hospitals in major urban areas withdraw

from trauma are systems that serve people with life-threatening injuries.'

Wasilewski, Charles.
Mature customers, immature products. Beat's review: life/health/insurance edition,
v. 87, Apr. 1987: 40-42, 44, 48.

Overviews the adequacy of and need for health ineurance products which cover
home cars services, adult day care, nursing home care, long-term care services, and
catertrophic illness. Offers the perspectives of the insurance industry, Congress, the
Raman Adminietration, and advocacy groups for the aged.

Where coverage ends: catastrophic illness and long-terns health care costs. Washington,
Employee Benefit Reesarch Institute, 1988. 274 p. (EBRIERF policy forum)

Concludes that 'many millions of Americans face passible financial ruin from
uninsured health care expanne that are potentially catiutrophie in nature. What is
not clear is whom responsibility it is to pey these expenses.'

Woe, Daniel.
Rainy-day plan. New York, v. 22, Dec. 4, 1989: 121-122, 124, 126, 129-132, 136-136,
138.

Dmcribes the situations in which 'the real catastrophe threatening the elderly
isn't grave inner but the crushing coat of routine care.'

B. MEDICARE CATASTROPHIC COVERAGE ACT OF 1988

Braid., Jerome F.
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Catastropho insi.rance law hammered out too hastily. Modern healthcare, v. 19, Aug.
25, 1989: 60.

Brody, Stanley J.
Strategic planning the catastrophic approach. Gerontologist, v. 27, Apr. 1987:
131-138.

Three major societal response, to the perceptions of catastrophe for the aging
family are traced. The first two, the needs for basic subsistence and for soma to acute
cart medicine, were resolved .... The third and unresolved cataatrophe, the need for
continuity of care, is defined, popular perceptions of that need evaluated, and policy
solution suggested!

Burke, Karen A.
Catastrophic health care kit. Wachington, Republican Study Committee, 1987. 6 p.

'Designed to help Members determine what their elderly constituents think about
H.R. 247012941 (Medicare Catastrophic Protection Act of 1987], and bow they might
want their Member to vote should the President veto the bill.'

Catastrophic health insurance bill enacted. CQ almanac, 1988: 281-292.

Catastrophic health insurance for the elderly: guide to the 1988 law. Report prepared by
OMB Watch, Washington; Boston, Mass., Gerontology Institute, College of Public and
Community Service, University of Musachusetts at Boston, 1988. 29 p.

Catastrophic insurance. Perspectives, Apr. 21, 1986: whole issue (4 p.)
Concludes that 'public debate may generate political support for catastrophic

health insurance, but changes in the American health system will be limited.
Comprehensive health plans that incresae government spending face an uncertain
future:

Cohn, Jeffrey P.
Cancelling catastrophic health. Government executive, v. 21, Dec. 1989: 34-37.

Explains the extensive planning of setting up and then shutting down
implementation of the legislated and then overturned prescription drug system.

Coster, John M.
Politics, Congress, and outpatient prescription drug coverage under Medicare:
historical review, 1965-1989. Pharmacy in history, v. 32, no. 3, 1990: 111-127.

Reviews the legislative history 'of the major attempts made by Congress to add
outpatient prescription drug coverage to Medicare both during and after the enactment
of the original Medicare program.'

Dentzer, Susan.
Rx for rising costs: Medicare's high-tech prescription for drug bills. U.S. news & world
report, v. 107, Sept. 1, 1989: 50-51, 53.

Diamond, Joeeph.
NAIC (National Association of Insurance Commissioners] moves to prevent medigap
abuses. National underwriter (property/casualty/employee benefits), v. 93, Dec. 18,
1989: 10-11.

Donlan, Thomas G.
Just what the doctor ordered? Cataatrophic health insurance: the benefits and the
cost. Barron's, v. 68, Mar. 7, 1988: 13, 48-53.

Asserts that the legjslation 'is chweic example of the two-steps-forward, one-
step-back Khoo( of legislating .... It's an equally classic example of budget
gimmickry, ... of a legislative pig in poke , (and] of promising more than could
be delivered.'

Dopkeen, Jonathan. Rappaport, Anna. Bergthold, Linda.
Crisis or opportunity? Business and health, v. 6, Nov. 1988: 24-29.

The Medicare Catastrophic Care Act of 1988 'presenta an opportunity for
employers to think through and redesign retiree medical plans that wrap around
Medicare at a time when the future of these plans is under intense discussion. This
redesign could take the form of cash as well sa service benefits, long-term care se well
as acute services, and even flexibil. benefita?
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England, Robert S.
The eatartrophic health care blunder. American spectator, v. 21, Nov. 1988: 25-28, 90.

'The stocy of how Ronald Reagan, Otis Bowen Meath and Human Services
secretary), and rogue Congress came up with what might bs the most expensive piece
of social legislation minas the Great Societyand tdill failed to provide real catastrophic
care for our elderly.'

Ferrara, Peter J.
Catastrophic health benefits translate into catastrophic tame. Consumer research,v.
72, Apr. 1969: 11-14.

%eat year, Congress expanded Medicare to provide new cataetrophic benefits
covering high medical costs for the elderly. At the time, politicians scrambled to take
credit for the new benefits. The cost of the program to the elderly was never
mentioned. But now the elderly are diecovering that the legislation also included stiff
new taxes on theta which ars already mounting to a heavy financial burden.'

Controlling catastrophic health coots: Otis Bowen's grend opportunity. Washington,
Heritage Foundation, 1986. 11 p. (Backgrounder no. 499)

Argue. that 'the catastrophic ineurance study now underway is a key teat for Otis
Bowen. The Medicare expansion plan being urged by Nome of Bowen's staff
contradicts Ronald Reagan's overall philosophy of greater reliance on the private
sector.'

Ferrara, Peter J. Butler, Stuart.
Making catastrophic health care affordable: nine point program. Washington,
Heritage Foundation, 1987. 13 p. (Barkgrounder no. 663)

Describes nine point program that would include changing 'the law governing
private policies supplementing Medicare to require insurance companies marketing
policies to provide catastrophic hospital coverage,' providing 'vouchers through
Medicare to assist the elderly to purchase private catastrophic insurance policies,' and
establishing '"Health Banks' to encourage workers to obtain inexpeneive catastrophic
coverage and save for their out-of-pocket health care costs.'

Friedman, Bernard S. Ross, Caroline.
Catastrophic health insurance. National journal, v. 15, May 21, 1983: 1091-1093.

'During the last decade, legislative proposals for health insurance expansion have
become much more modestwith emphasis now on catsstrophic caps and concern for
narrow groups of uninsured and/or lower income persons who do not now qualify for
Medicaid .... Suggest(s) that experience with the 'tate CHIPs indicates that such a
non-categorical approach is feasible at modart cost without heavy regulation.'

Fuchs, Beth C. Hoadley, John F.
Reflections from inside the Beltway: how Congress and the Preeident grapple with
health policy. PS, v. 20, spring 1987: 212-220.

Preeents 'an account of how one issuecatastrophic health insurancereached the
political agenda and then more general comments on how health legislation has been
considered and payload in recent years, with particular emphasis on the use of the
budget reconciliation process.'

Hem, Lawrence J.
Fiscal catastrophe. National journal, v. 21, Oct. 7, 1989: 2453-2456.

'Although poliernakers will oilman certainly continue to uee the papas-you-go
method, if for no other reaeon than their deaire to control the deficit, they may prove
lees eager to employ the kind of progressive neer fee contained in the catestrophic care
plan' after the recent 'revolt' against the Medicare Catastrophic Coverage Act.

Hess, John L
The catastrophie health care fiasco. Nation, v. 250, May 21, 1990: 698-702.

'Under catastrophic Medicare the elderly found themselvee singled out to be taxed,
ostensibly to relieve the plight of a relatively few old hospital patients. (Ordinary
nurainvhome care, the most serious financisl problem for the elderly, was not covered
by the program.) The act wag driking departure from lonreetabliehed principle, ma if
school taxes were to be levied only on parents. When the nature of the set eloped
through ths media emoksecreen, revolt scorched the grass roots.'

Iglebart, John K.
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Medicare's new benefits: 'catastrophic' health insurance. New England journal of
medicine, v. 320, Feb. 2, 1989: 329-336.

Review, the history and coverage of the Medicare Catastrophic Coverage Act.

Jackson, Wendy.
Catastrophic health care conrage bill: Medicare beneficiaries be alert! Employee
benefits journal, v. 19, Sept. 1988: 26-28.

'Whether the Cataetrophic Health Care Coverage Bill does more harm than good
remains to be seen. Its designers have good intentionsto provide game federal aid to
Medicare beneficiaries so that, when a catutrophic illness or condition occurs, their
total savings will not be depleted.'

Koeterlits, Julie.
Bowen'e quiet strength. National journal, v. 19, Feb. 7, 1987: 308-312.

Profiles 'Health and Human Services Secretary Bowen [who] ha. drawn praise
from Democrats and fury from the right; but he has put catastrophic health on the
agenda." Contreats his style with that of predecessor Margaret Heckler.

Long, Stephen H. Gordon, Nancy M.
Updated estimates of Medicare's catastrophic drug insurance program: special study.
Washington, Congressional Budget Office, 1989. 64 p.

Reports on the methodology used for projections of costa to Medicare of covering
outpatient prescription drugs under the Medicare Catastrophic Coverage Act,
comparing those estimates transmitted to Congrees in July 1989 to earlier estimates.
Does not consider options for modifying or eliminating the program.

Martin, Sara.
The Medicare drug benefit: challenges for pharmacist.. American pharmacy, no. 7,
July 1989: 22-26.

Analyzes drug-utilization review, and the coverage of preocribed medications
specified in the 1988 Medicare Catastrophic Coverage Act.

Melbinger, Michael S. O'Donnell, Timothy.
The Medicare Catastrophic Coverage Act of 1988 and its impact on employer-eponsored
retiree medical plans. Employee relations law journal, v. 14, winter 1988: 399-406.

' The Medicare Catastrophic Coverage Act of 1988 (MCCA) significantly enlarges
the scope of federally funded health care benefits for elderly Americans. Since
Medicare's inception in 1965, "evenal inadequacies have become apparent, especially
the absence of coverage for catastrophic illnesses. Now MCCA inhibits the potenital
rmancial ruin of elderly Americans faced with overwhelming, extended medical costs.
The Act is budget-neutral and can reduce employers' Social Security payroll tax costs.'

Moon, Marilyn.
The Rise and fall of the Medicare Catastrophic Coverage Act National tax journal,
v. 43, Sept. 1990: 371.381.

In this paper I lay out the basic chronology of the legislation and then diecues
some of the lenons to be learned from this experience.'

Rice, Thomas. Desmond, Katherine. Gabel, Jon.
The Medicare Catastrophic Coverage Act: post-mortem. Health affairs, v. 9, fall
1990: 75-81.

Rovner, Julie.
Catastrophic-costs dilemma grips Ways and Means. Congressional Quarterly weekly
report, v. 47, July 22, 1989: 1859-1861.

Reports on controversiee surrounding revision of the catastrophic health
insurance law.

Catastrophic-costa measure back on track deepite delays. Congressional Quarterly
weekly report, v. 45, Oct. 31, 1987: 2677-2682.

Describes major provisions and compromise' being discusaed for catastrophic
heelth costs legislation.

Catastrophic-costs proposal pleases almost no one. Congressional Quarterly weekly
report, v. 47, July 29, 1989: 1956-1959.
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SUMMIllif MI the close compromise propossl approved by the House Ways and
Means Committee on revision of the catastrophic health insurance law and premiums.

Catastrophic-coverage law is dismantled by Congress. Congressional Quarterly weekly
report, v. 47, Nov. 25, 1989: 3238-3239.

Summarises the complaints of senior citizens which led to the repeal of the
largest expansion of Medicare since the program began in 1965.' Lista 'what's gone,
what's left' atlas Medicare Catastrophic Coverage Act.

Catairtrophic-coverage law narrowly survives test. Congressional Quarterly weekly
report, v. 47, June 10, 1989: 1400-1402.

Reports on Senate debate on making changes to the new Medicare catastrophic
insurance program.

Climbing medigap premiums draw attention on Hill. Congresaional Quarterly weekly
report, v. 48, Feb. 17, 1990: 527431.

'Nothing gets the attention of Congress faster than unhappy senior citizens. In
1989, a surtax of up to $800 per year for Medicare catastrophic coverage got the
over-66 crowd so upset Congress fmally repealed the program. In 1990, the reigniting
premium increases for private insurance to supplement Medicare may prompt a similar
outcry. That possibility is focusing conp-essional attention on lingering problems of
fraud and abuse in the so-called Medigap market.'

Conferees set to begin work on catastrophic-costs bill. Congressional Quarterly weekly
report, v. 45, Feb. 13, 1988: 313-315.

Panel may pave way for death of catairtrophic-costa law. Congressional Quarterly
weekly report, v. 47, July 15, 1989: 1781-1783.

Reports that House 'Ways and Means members seek ideas on how to cut
premiums without jettisoning moat valuable benefits.'

Smith, William.
The Catastrophic Coverage Act of 1988: past proposal., current law, and future
options. Washington, House Republican &search Committee, 1989. 8 p. (RAC
occassional paper)

'Generally, there is a cross section of opinion about the new law among
Republicans. But se the new Medicare premiums take effect, the new law may be
given additional scrutiny. The following report is a short history of the early
Republican proposals and the final legislation, as well as a number of options cun-ently
being discuesed.'

Torres-Gil, Fernando.
The Politics of catastrophic and long-term coverage. Journal of aging & *oriel policy,
v. 1, 1989: 61.66.

'The passage of the Medicare Catastrophic Coverage Act of 1988 represents a
milestone in the politics of catastrophic and long-term care. The politics surrounding
the paasage of that bill were inextricably linked to the larger UK lle of long-term care
and to recurrent debates over comprehensive national health care. Debates over the
financing and provision of health care services have occupied U.S. riociety and
government for 50 years.'

Seniors react to the Medicare Catastrophic Bill: equity or selfishness? Journal of aging
& modal policy, v. 2, no. 1, 1990: 1-8.

'The Medicare Catastrophic Coverage Act (MCCA) waa a source of major
controversy from its passage in 1988. Some eenior citizens raised a hue and cry
against its funding mechanism, editorials argued for and against the bill, and Congrms
finally repealed it in lats 1989. The bill in my opinion was good one, and should
have been retained in its bmic form.'

US. Congress. Conference Committees, 1988.
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Medicare Catastrophic Coverage Act of 1988; conference report to accompany H.R.
2470 [Medicare Catartrophic Protection Act of 1987]. Washington, G.P.O. 1988.
273 p. (Report, House, 100th Congress, 2nd session, no. 100-661)

U.S. Congress. Conference Committees, 1989.
Medicare Catastrophic Coverage Repeal Act of 1989; conference report to accompany
H.R. 3607 [Medicare Catartrophic Coverage Repeal Act of 1989]. Washington, G.P.O.
1989. 23 p. (Report, House, 101st Congreas, let session, no. 101-378)

U.S. Congress. House. Committee on Energy and Commerce. Subcommittee on
Commerce, Consumer Protection, and Competitiveness.
Private inaurance to supplement Medicare. Hearing, 101st Congeals, 1st session. Apr.
6, 1989. Washington, G.P.O., 1989. 76 p.

' Serial no. 101-20'
Looks at problems associated with Medicare Supplemental Insurance, or Medigsp

insurance.

U.S. Congress. Houre. Committee on Energy and Commerce. Subcommittee on Health
and the Environment.
Medicare and Medicaid catastrophic protection. Hearing., 100th Congreas, 1st session
on H.R. 2470 end H.R. 2485. Washington, G.P.O., 1988. 605 p.

U.S. Congress. House. Committee on Post Office and Civil Service. Subcommittee on
Compensation and Employee Benefits.
Medicare Catastrophic Protection Act. Hearing, 100th Congress, 1st session. Oct. 7,
1987. Washington, G.P.O., 1987. 201 p.

' Serial no. 100-2T

U.S. Congrees. House. Committee on Rules.
Providing for the consideration of H.R. 3436 IA bill to amend the Older Americans Act
of 1965 to make technicsl corrections]; report to accompany H. Res. 466. Wsahington,
G.P.O. 1988. 19 p. (Report, House, 100th Congress, 2nd session, no. 100-665)

US. Congress. House. Committee on Ways and Means.
Background materials on health care coverege and expenses of the Medicare
population including H.R. 1280/HIL 1281, the Medicare Catairtrophic Protection Acts
of 1987. Wsshington, G.P.O., 1987. 67 p.

At head of title: 100th Congresa, let sewsion, Committee print, WMCP: 100-10.

US. Congesa. House. Committee on Ways and Means. Subcommittee on Health.
Catastrophic coverage under Medicare. Hearing, 99th Congress, 2nd session. Feb. 25,
1986. Washington, G.P.O., 1986. 264 p.

'Serial 99-55'

Catastrophic illness expenses. Hearing', 100th Congress, let session. Washington,
G.P.O., 1987. 578 p.

Hearings held Jan. 29-Mar. 30, 1987.
'Serial 100-7'

Medicare supplement insurance policies. Hearing, 101st Congresa, 2nd session. Mar.
13, 1990. Washington, G.P.O., 1990. 166 p.

'Serial 101-74'

U.S. Congress. House. Select Committee on Aeing.
Catastrophic health coats: broad problem demanding equally broad solution. Joint
%miring before Select Committee on Aging, House of Rep. tatives and the Special
Committee on Aging, United State. Senate, 100th Congress, let seesion. Vols. I and U.
Jan. 28, 1987. Washington, G.P.O., 1987. 2 v. (102, 40 p.)

House Select Committee on Aging pub. nbrs. 100-618, 100.623; Senate Septisd
Committee on Aging pub. nbr. 100-2

Congrese. House. Select Committee on A.Ong. Subcommittee on Health and
Long-Terro Care.
Catastrophic health insurance: filling the long-term care gap. Hearing, 100th
Congress, let session. July 2, 1987. Wmhington, G.P.O., 1987. 107 p.
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'Comm. pub. no. 100-637

Catastrophic insurance: how the Bowen plan fails. Hearing, 100th Canvas', lat
motion. Feb. 17, 1987. Washington, G.P.O., 1987. 116 p.

* Comm. pub. DO. 100-615'

Catastrophic health insurance: the Medigap crisis. Hearing, 99th Congress, 2nd
session. June 25, 1986. Washington, G.P.O., 1986. 271 p.

'Comm. pub. no. 99-58T

Catastrophic health insurance: the *Medigap crisis; a report by the Chairman of the
Subcommittee on Health and Long-Term Care of the Select Committee on Aging,
House of Reprateentatives, 99th Congress, 2nd session. Washington, G.P.O., 1986.
278 p.

At head of title: Committee print.
'Comm. pub. no. 99-676'

Catastrophic health care coverage: mending a broken promise. Hearing, 99th
Congress, 2nd session. Feb. 19, 1986. Weshington, G.P.O., 1986. 90 p.

' Comm. pub. no. 99-666'

MED1GAP insurance: the new catastrophe. Hearing, 101st Congress, 1st session.
Nov. 2, 1989. Washington, G.P.O., 1990. 120 p.

' Comm. pub. no. 101-74T

US. Congress. House. Select Committee on Aging. Subcommittee on Housing and
Consumer Interests.
High drug crate and older Americans: a preecription for the future. Hearing, 99th
Congress, 2nd session, October 8, 1986. Washington, G.P.O., 1987. 81 p.

'Comm. pub. no. 99-610.'

U.S. Conrrera. House. Select Committee on Aging. Subcommittee on Retirement Income
and Employment.
Medicare Catastrophic Coverage Act. Hearing, 101st Congress, 1st session.
Washington, G.P.O., 1989. 77 p.

Hearing held Mar. 6, 1989 in Cedar Rapids, Iowa.
'Comm. pub. no. 101-733'

U.S. Congress. Senate. Committee on Appropriations. Subcommittee on Departments of
Labor, Health and Human Services, Education, and Related Agencies.
Medicare Catastrophic Coverage Act and long-term care. Hearing, 101st Congress, let
session. Special hearing. Washington, G.P.O., 1989. 69 p. (Hearing, Senate, 101st
Congrem, 1st erasion, S. Ilrg. 101-215)

U.S. Congress. Senate. Committee on Finance.
Cstastrophic careexces. revenues. Hearing, 101ra Congress, 1st session. June 1,
1989. Washington, G.P.O., 1990. 367 p. (Hearing, Senate, 101st Congress, 1st
erasion, S. Hrg. 101-519)

Catastrophic health insurance. Hearing, 100th Congrese, 1st session. Parts 1-3.
Jan. 28-Mar. 26, 1987. Washington, G.P.O., 1987. 3 v., (122, 204, 236 p.) (Hearing,
Senste, 100th Congress, 1st session, S. Hrg. 100-169, pts. 1-3)

Medicare catastrophic coverage. Hearing, 101ra Congress, 1st session. July 11, 1989.
Washington, G.P.O., 1990. 191 p. (Hearing, Senate, 101et Congress, 1st session, S.
Hrg. 101-581)

5 ?



525

Medicare Catastrophic Loss Prevention Act of 1987; report to accompany S. 1127.
Washington, G.P.O., 1987. 83 p. (Report, Senate, 100th Congrees, 1st session, no.
100-126)

U.S. Congrees. Senate. Committee on Governmental Affairs. Subcommittee on Federal
Services, Post Office, and Civil Service.
Impact ot proposed catastrophic health legialetion on the Federal annuitant. Hearing.
100th Congress, 1st session. Sept. 23, 1987. Washington, G.P.O., 1988. 198 p.
(Hearing. Senate, 100th Congress, 1st session, S. Hrg. 100-420)

U.S. Congnms. Senate. Committee on Labor and Human Resources.
Catastrophic heelth insurance. Hearing, 100th Congress, 1st session on S. 210 to
amend the Public Health Service Act to provide catastrophic health insurance coverage
for elderly and disabled Americans. Apr. 8, 1987. Washington, G.P.O., 1988. 906 p.
(Hearing. Senate, 100th Congress, 1st passion, S. Ifig. 100476)

U.S. Congress. Senate. Special Committee on Aging.
Catastrophic health care costs. Hearing, 100th Congmes, 1st session. Jan. 26, 1987.
Washington, G.P.O., 1987. 199 p. (Hearing. Senate, 100th Congress, 1st session,
S. lirg. 100-69)

'Serial no. 100-1'

^

The cataetrophic state of catastrophic health care coverage. Hearing, 100th Congress,
lst session. Washington, G.P.O., 1987. 208 p. (Hearing, Senate, 100th Congress, let
session, S. Hrg. 100-136)

Hearing bald in Birmingham, AL, Apr. 16, 1987.
'Serial no. 100-4'

Medicare coverage of catastrophic health care costs: what do seniors need, end what do
seniors want? Hearing, 101st Congrese, let session. Oct. 10, 1989. Washington,
G.P.O., 1990. 48 p. (Hearing, Senate, 101st Congress, 1st &legion, S. Hrg. 101-639)

'Serial no. 101-11'
Hearing held in Les Vegas, Nevada.

Medigap ineurance: cost, confusion, and criminality. Hearing, 101st Congress, 1st
session. Dec. 11, 1989. Washington, G.P.O., 1990. 84 p. ( Hearing, Senate, 101st
Congress, let eeseion, S. Hrg. 101-681)

'Serial no. 101-16'
Hearing held in Madison, Wisconsin.

Medigap policies: filling gaps or emptying pockets? Hearing, 101st Congress, 2nd
:session. Mar. 7, 1990. Washington, G.P.O., 1991. 301 p. (Hearing, Senate, 101st
Congress, 2nd session, S. Hrg. 101-1286)

'Serial 00. 101-ir

Prescription drug costs: the growing burden for older Americans. Hearing, 100th
Congress, let mission. August 27, 1987. Washington, G.P.O., 1988. 37 p. (Hearing,
Senate, 100th Congress, lst session, S. Hrg. 100-408.)

t2. 100-12!
Hearing held in Little Rock, Arkansas.

Prescription drugs and the elderly: the high cost of growing old. Hearing, 100th
Congress, lst session. July 20, 1987. Washington, G.P.O., 1987. 168 p. (Hearing,
Senate, 100th Congress, lst session, S. Hrg. 100-297)

'Serial no. 100-9.'

Rising medigsp premiums: symptom of a failing syttem? Hearing, 101st Congrees, 2nd
emission. Jan. 8, 1990. Washington, G.P.O., 1660. 90 p. (112aring, Senate, 101st
Congress, 2nd mession, S. Hrg. 101-663)

'Serial no. 101-16'
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US. Congressional Budget Office.
Subsidies under Medicare and the potential for disenrollment under a voluntary
catastrophic program. Washington, Congreesional Budget Office, 1989. 37 p.

'Much of the dissatisfaction expreseed by [Medicare] enrollees centers on the act's
financing provisions, especially its income-related (or 'supplemental') premium ....
This paper assesses the likely responses by enrollees under two alternative
proposalson that would transfer all MCCA benefits and premiums to separate and
voluntary program, and one that would link MCCA benefits and premiums to
enrollment in Part B so that MCCA premiums could be avoided only by forgoing all
Part B benefits.'

U.S. Dept. of Health and Human Services.
Catastrophic illness expensee; report to the President. Washington, The Department,
1986. 117 p.

Partial contents.The current health care system and the problem of catastrophic
expenses.Coverage and risk patterns: acute care for the elderly.Long term care for
the elderly.Coverage and risk patterns: the workini age population.Catastrophic
illneu coverage policy options.More complete coverage of catastrophic illness expense
for Americans: recommended strateu.

U.S. General Accounting Office.
Medicare: comparison of catastrophic health insurance proposals; briefing report to the
chairman, Select Committee on Aging, House of Representatives. June 19, 1987.
Washington, GAO., 1987. 38 p.

'GAO/HRD-87-921312, B-226390'
'Focuses on legislative propoeals to provide catastrophic coverage to Medicare

beneficiaries.'

Medicare: comparison of catastrophic health insurance proposalsan update; briefing
report to the Chairman, Select Committee on Aging, House of Representatives.
Oct. 16, 1987. Washington, GA.O., 1987. 44 p.

"GAO/HRD-88-19BR, B-226390'
Updates 'report comparing Medicare catastrophic health inaurance proposals to

include H.R. 2470 [Medicare Catastrophic Protection Act of 1987], as paned by the
House on July 22, 1987 and S. 1127 [Medicare Catastrophic Loss Prevention Act of
1987), as reported by the Senate Committee on Finance on July 27, 1987."

Medicare catastrcyhic: roll back of premiums on schedule; report to congressional
requesters. Mar. 16, 1990. Washington, G.A.O., 1990. 10 p.

'GAOAMTEC-90-30, B-238519'
Sak was not able to stop withholding catastrophic coverage payments between

January end April 1990, and will issue two refund checks, which 'may be SSA's beet
solution but will mot about $.49 million .... The absence of well organized comptiter
programs aftened SSA's ability to quickly reverse the process.'

Medicare Catastrophic Act: estimated effects of repeal on Medigap premiums and
Medicaid costs. Nov. 6, 1989. Washington, G.A.O., 1989. 9 p.

'GAO/HRD-90-48FS, B-236852'
Surveys 'commercial Medicare supplemental insurance (Medigap) companies and

state Medicaid agencies to obtain their estimates of the effect that repeal of the
Medicare provisions of the Medicare Catastrophic Coverage Act of 1968 (MCCA) would
have on Medigap premiums and Medicaid budgets.'

Medicare Catastrophic Act: options for changing financing and benefits; report to the
chairman, Committee on Ways and Means, House of Representatives. Sept. 15, 1989.
Washington, G.A.O., 1989. 23 p.

'GAO/HRD-89-156, 5-236852'
'In summary, there are no painless ways to reduce beneficiary funding ....

Repeal of the program would increase the federal deficit for Gramm-Rudman-Hollings
(Public Law 100-119) deficit reduction purpous for the next few years.'
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U.S. employees health benefits: rebate for duplicate Medicare coverage; report to
congreasional requesters. Mar. 23, 1989. Washington, GAO., 1989. 9 p.

'GAO/HM-89-58, B-231302'
'Thiel report provides information on duplication of benefits provided under the

Federal Employees Health Benefits Program (FEHBP) and the Medicare Catastrophic
Coverage Ad of 1988. It alio sasemes whether the FEHBP rebate amount for
duplicate coverage is est at an appropriate amount foe 1989.*

U.S. President (1981-1989 : Reagan)
Propoeed legalationliedicare Catastrophic Mons Coverage Act"; message from the
President of the United States transmitting a draft of proposed legislation to provide
for Medicsre Catertrophic Illness Coverage and for other purposes. Washington,
02.0., 1987. 8 p. (Document, House, 100th Congress, 1st 1411400, no. 100-36)

Wagner, Lynn.
AARP recovering from catastrophic defeat. Modern healthcare, v. 20, July 23, 1990:
42, 44.

Catastrophic collapse: it is a millstone or a milestone for health policy evolution?
Modern healthcare, v. 19, Oct 20, 1989: 20-23.

What's right/wrong with the drug benefit of the Medicare Catutrophic Coverage Act:
commentary. American pharmacy, v. NS29, June 1989: 39-41.

James Sammons of the American Medical Association, Dee Fenster, of the Generic
Pharmaceutics] Industry Association, and Gerald Mossinghoff; of the Pharmaceutical
Manufacturers Association, offer comments on the 1988 version of the Medicare
Catastrophic Coverage Act as it was signed into law.

C. LONG-TERM CARE

Adams, E. Kathleen. Meiners, Mark R. Burwell, Brian 0.
Assert epend-down in nursing homes. Medical care, v. 31, Jan. 1993: 1-23.

-The iseue of bow many elderly are affected by catastrophic nursing home
expenses is * major part of the debate over if and/or how to reform long-term-care
finanacing. Currently, there is some discussion regarding the magnitude of this
catastrophic event, referred to as 'wet spend-down', among the elderly. National data
suggest the magnitude ia small, while state-specific oxdi s. indicate it is greater.'

Arling, Greg. Hagan, Shelley. &than& Harald.
The feasibility of a public-prints long-term csre financing plan. Medical care, v. 30,
Aug. 1992: 699-717.

In this study, the feasibility of public-private long-term care (LTC) financing
plan that would combine private LTC insurance with special Medicaid eligibility
requirements was assessed. The plan would also raise the Medicaid neat limit from
the current $2,000 to the value of an individual's ineurance benefits. After using
benefits the individual could enroll in Medicaid. Thus, ineurance would subetitute for
sant spend-down, protecting individuals against catastrophic coats. 'This financing
plan wea analysed through a computer model that simulated lifetime LTC use for a
middle-income age cohort beginning at 65 years of age."

Ball, Robert M. Bethel!, Thomas N.
Because we're all in this together: the case for a national long term care insurance
policy. Weshington, Families U.S.A. Foundation, 1989. 118 p.

Contents--Long term care: where we are now.Long term care in perspective:
when a problem becomes crisiaMedicare: hole in the umbrella.Medicsid: a long
term care policy by default Private insurance: 'Why can't I just buy an inaurance
policy?'Developing a long term care policy: where do we go from here?

Binstock, Robert H.
Aging, disability, and long-term care: the politics of common ground. Generations, v.
16, winter 1992: 8348.

'Long-term-care expansion is high priority concern of both older penona and
younger disabled persons, end relatively promising goal to pursue in the 1990o. It is
only one =ample, however, of how the two conatituencies might coalesce for effective
political action. Other policy goals can be similarly pursued by translating abstract
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principles of mutual concern into campaign, of practical action for placing specific
policy proposals on the public agenda, and working for their adoption.'

Buchanan, Robert J. Madel, R. Peter. Persons, Dan.
Medicaid payment policies for nursing home care: national survey. Health care
financing review, v. 13, fall 1991: 55-72.

-This research gives a comprehensive overview of the nursing home payment
methodoloees used by each State Medicaid program. To preaent this comprehensive
overview, 1988 data were collected by survey from 49 State, and the District of
Columbia. The literature was reviewed and integrated into the study to provide
theoretical framework to analyze the collected data. The data are organized and
presented as fellows: payment level., payment methods, payment of capital-related
costs, and incentives in nursing home payment. We conclude with a discussion of the
impact these different methodologies have on program cost containment, quality, and
recipient access.'

Burke, Thomas P.
Alternatives to hospital care under employee benefit plans. Monthly labor review, v.
114, Dec. 1991: 9-15.

'As hospital coats rise, employer-provided health care plans are offering increased
coverage for alternative care, such as skilled nursing services, home health care, and
hospice care.'

Crown, William H. Capitman, John. Leutz, Walter N.
Economic rationality, the affordability of private long-term care insurance, and the role
for public policy. Gerontologist, v. 32, Aug. 1992: 478-485.

'First, we present a conceptual model of individual demand for private LTC
insurance in order to identify a set of considerations influencing demand that includes,
but is not limited to, the affordability of private LTC imurance. The second aims to
implement the model to provide new empirical estimates of the demand for private Ito
insurance?

Friedland, Robert Bruce.
Facing the coats of long-term care. Washington, Employee Benefit Research Institute,
1990. 365 p. (An EBRI-ERF policy study)

Gravelle, Jane G. Taylor, Jack.
Financing long-term care for the elderly. National tax journal, v. 42, Sept. 1989: 219-
232.

Harrington, Charlene.
A national long-term care program for the United States: caring vision. JAMA
(Journal of the American Medical Association], v. 266, Dec. 4, 1991: 3023-3029.

'The financing and delivery of long-term care (LTC) need aubstantial reform.
Many cannot afford enential services; age restrictions often arbitrarily limit acmes for
the nonelderly, although more than a third of those needing care are under 65 year.
old; Medicaid, the principal third-party payer for LTC, is biased toward nursing home
care and diecourages independent living; informal care provided by relatives and
friends, the only assistance used by 70% of those needing LTC, is neither supported
nor encouraged; and insurance coverage often excludes critically important services
that fall outside narrow definitions of medically necessary care. We desmibe an LTC
program designed a, an integral component of the national health program advanced
by Physician, for a National Health Program. Everyone would be covered for all
medically and socially necessary services under single public plan, federally mandated
and funded but administered locally?

Horkitz, Karen.
Long-term care financing and the private insurance market. Washington, Employee
Benefit Research Institute, 1991. 24 p. (EBRI Logue brief, no. 117)

'Aside from informal care provided in the community, the current system of
financing long-term care depends on the Medicaid program and individual financing.
Issues confronting this system include the potential depletion of personal assets, bias
toward institutionalization, and rules that allow relatively wealthy individuals to
become slisfible for Medicaid.'

Hoyer, Robert G.
Private insurance: where does long-term care fit in? Caring, v. 8, Apr. 1989: 12-15.
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'Private LTC insurance may never be a total solution to the LW financing
problem; but it can play an important role by protecting significant number of people
against potentially ruinous LTC costs and by giving them the freedom to choose
between institutionalization and home care on the basis of their needs and
preferences.'

Jacobs, Bruce. Weissert, William G.
Helping protect the elderly and the public against the cataatrophic coats of long-term
car*. Journal of policy analysis and management, v. 5, winter 1986: 378-383.

Points out that 'the number of older people who require long-term care will
increase ateadily in the decades to come. Reverse mortgages could substantially
improve the monthly budgets of those most likely to need extended care, who are also
least likely to have other income and liquid assets to pay for it.'

Japansee, American approaches differ on aging, long-term care. Washington, Japan
Economic Inetitute, 1992. 19 p. (JEI report no. 14A)

'A different outlook by Japaneae and Americans toward aging strongly influences
preparations for life in a society that has more senior citizens. This preparednees
involves financial planning by governments as well as individuals. Americans, whose
fears center on the cost of care, as a whole save lees than the Japanese and
increasingly have looked to government to help provide financial protection for
long-term care. Older Japanesewho, because of steady savings and a national health
insurance program, worry iomewhat less about the coot of careinstead are concerned
about whether the infrutructure for caregiving is adequate.'

Kemper, Peter. Murtaugh, Christopher M.
Lifetime use of nursing home care. New England journal of medicine, v. 324, Feb. 28,
1991: 595-600.

'Our projections indicate that over a lifetime, the risk of entering nursing home
and spending long time there is subetantial. With the elderly population growing,
this has important implications for both medical practice and the financing of
long-term care.'

Kim, Howard.
Long-term care chains retrench to stem lowed. Modern healthcare, v. 20, May A,
1990: 66-76.

Korn, Kristine. Ivervon, Laura !limes. Pastor, Bill.
The need to reform the long-term care system. Caring, v. 8, Aug. 1989: 42-44, 46, 48,
60-61.

'111. article disclaims how long-term care services are fragmented, how the system
is biased toward acute care and institutionalization, and how skyrocketing health and
long-tenn care coats cause high out-of-pocket coats for the elderly, threaten the
viability of Medicare and Medicaid, and burden employers. The peper concludes with a
call for long-terni care reform.'
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Koeterlitz, Julie.
Middle-class Medicaid. National journal, v. 23, Nov. 9, 1991: 2728- 2732.

"Medicaid was designed to help the nation'. poor. But with help from government
and smart lawyers, relatively well-to-do Americans are finding new ways to have the
program pick up their nursing-home hills'

Leutz, Walter. Abrahams, Ruby. Capitman, John.
The administration of eligibility for community long-term care. Gerontologist, v. 33,
Feb. 1993: 92-104.

'Eligibility assessment systems for community long-term care vary widely across
current programs funded by states and Medicaid and in proposals to expand federal
funding. Improved equity and efficiency in both current and proposed program, will
require better specification of eligbility criteria, timing and setting of assessments,
language of assessment items, training of assessors, procedures for appeal and review,
and consideration of the costs of care management. Recent research and
demonstrations provide models and technology for more uniform approaches in
national programs.'

LifePlans, Inc.
Who buys long-term care insurance? Washington, Health Insurance Association of
America, 1992. 81 p.

'Based on a national survey of persons who bought, or chose not to buy,
individual or employer-sponsored long-term care insurance in 1990, it presents findings
related to their nom-demographic characteristics, their attitudes about long-term care
risks and private insurance, and their attitudes about various government roles in the
area.'

Long-term care financing. Generations, v. 14, spring 1990: whole issue (p. 2-78)
Partial contents.--Which way for long-term-care financing? by Joshua M.

Wiener.Dispelling some myths: a comparison of long-term-care financing in the US.
& other nations.A review of national opinion surveys.The politics of long-term
care.Public insurance options.State community-based care systemaThe report of
the Advisory Panel on Alzheimer's Disease.The On Lok Model: consolidating care &
financing.

Mahoney, Kevin J.
Financing long-term care with limited resources of the public and private sectors.
Journal of aging & social policy, v. 4, no. 1-2, 1992: 35-50.

'Under Connecticut's recently implemented public/private partnership to finance
long-term care, individuals will no longer need to impoverish themselves in order to
receive Mediu:id assistance. To encourage those people who can afford to buy a
private long-term care insurance policy to do so, the state promises to shield one dollar
in assets from Medicaid 'spend-down' rules for every dollar a private policy pays out
for Medicaid-covered services.

McCall, N. Knickman, J. Bauer, E.
A New approach to long-term care. Health affaira, spring 1991: 164-176.

Merrill, Jeffrey.
A teat of our society: how and for whom we finance long-term care. Inquiry (Chicago),
v. 29, summer 1992: 176-187.

'Financing long-term care remains an issue of great national interest, but little
action. This lack of action is due to a lack of consensus regarding both what they
mean by long-term care and what roles the private and public sector should play.
Different solutions have been offered, some focusing on the public sector and others on
the private. The reality is that financing the needed care will require participation of
both sectors, as well as a redemition of their role* that makes them complementary
rather than competitive, as is now the case.'

Murtaugh, Christopher M. Kemper, Peter Spillman, Brenda C.
The Risk of nursing home use in later life. Medical care, v. 28, Oct. 1990: 952-962.

'Because individuals now turning 65 have a longer life expectancy than the
persons studied, they face an even higher remaining lifetime risk of nursing home use
(43%). Assuming that past utilization patterns will continue, over half of the women
and almoet one-third of the men turning 65 in 1990 can expect to use a nursing home
sometime before they die.
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The Needs of the elderly in the 21st century. Sheila R. Zadiewski, et al. Washington,
Urban Institute Frees; Lanham, 103, Distributed by University Press of America, 1990.
240 p. (Urban Institut* report, 0897-7399; 90-5)

Popper, Claude.
Adding indigence to injury: America's long-term insurance gap. Journal of leeslation,
v. 15, no. 1, 1985: 15-27.

'Hopefully, Congrees will enact legislation which can belp us to age in peace, free
from the fear of financial derogation due to long-term illness. No one in America will
go bankrupt financing such a programbut most Americans will continuo to face
bankruptcy without it Could any choice be more cleerr

Long-term care insurance: the Curt step towards comprehensive health insurance.
Caring, v. 8, Apr. 1989: 4-8, 10.

'This nation has debated the merits of a comprehensive health care plan for over
fifty years. The time has come for actionthe creation of a meaningful long-term care
benefit will signal an important step toward that goal.'

Long-term care insurance: the fing step toward comprehensive health insurance.
Journal of aging lk social policy, v. 1, 1959: 9-16.

'Long-term care is alive as political issue. It is alive as a concern of young
and old alike. No one in America will go bankrupt fmancing a comprehensive
home care program like that put forth in HR 3436but many Americans will
continue to face bankruptcy without it This nation has debated the merits of a
comprehensive health care plan for over 50 years. The time has come for action,
and creation of meaningful long-term care benefit will signal an important etep
toward that goal.'

Polich, Cynthia L.
Financing longterm care: the role of the Federal government. Caring, v. 8, Apr.
1989: 16-19, 22-23.

'While it may be appropriate for insurance companies to develop products for
the small proportion of the population who are willing and able to afford them,
this does not mean that the needs of current elderly, and those people who will be
unable to purchase private policies in the future, should be set aside and the need
for an improved public system ignored.'

Rivlin, Alice M. Wiener, Joshua 14.
Caring for the disabled elderly: who will pay? Washington, Brookings Institution,
1988. 318 p.
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Rowland, Diane.
Help at home: long-term care exists= for impaired side y people living alone;
report of the Commonwealth Fund Commission on Elderly People Living Alone.
Baltimore, The Commission, 1989. 72 p.

'he Commission recommends that expanded Medicare financing for home care
and adult day care services be provided for the 1.6 million elderly people who are
severely impaired,' to supplement private alternatives.

Rubin, Rosie M. Wiener, Joshua M. Mainers, Mark R.
Private long-tarm care insurance. Medical care, v. 27, Feb. 1989: 182-193.

Research 'results indicate 1) the potential market for private long-term care
insurance is substantial, 2) moderately comprehensive long-tarm care policies are
affordable by a significant minority of the elderly, 3) policies are considerably more
affordable to thou under age 65, and 4) long-term care insurance has somewhat lees
potential to pay for nursing home costa for high risk groure than for other elderly.'

Schneider, Edward L. Guralnik, Jack M.
The aging of America: impact on health care colts. JAMA (Journal of the American
Medical Association], v. 263, May 2, 1990: 2335-2340.

'The rapid growth of the oldest age groups will have a major impact on future
health care cuts. We use current US Census Bureau projections for the growth of our
oldest age groups to project future coda for Medicare, nursing homes, dementia, and
hip fracture.. Without major changes in the health of our older population, these
health care cuts will escalate enormously, in large part as a result of the projected
growth of the 'oldest old,' thou aged 85 years and above.'

Sharfstein, Steven S. Stoline, Anne M. Goldman, Howard H.
Psychiatric care and health insurance reform. American journal of peychiatry, v. 150,
Jan. 1993: 7-18.

Principles for a more equitable design of mental health benefits include a
non-discriminatory approach; payment on the basis of service rather than diagnosis;
application of cost containment for care of mental illness on the same huis as care of
general medical illness; retention of the public sector as a backup system for high-cost,
long-term care; encouragement of lower-cost alternatives to the hospital through the
development of a continuum of care; and a recognition of the distinction between
psychotherapy and medical management. All current approaches to univentel health
care fall short of these principlee."

Somers, Anne R.
Ineurance for long-term care: some definitions, problems, and guidelines for action.
New England journal of medicine, v. 317, July 2, 1987: 23-29.

"The coots of long-term care should and will almoat certainly continue to be met
through multiple sources (including personal savings, family responsibility, private
insurance, and state end local assistance), but federal leadership, standards, revenue
collection, and some form of coordinating framework are essential for equitable mese;
adequate risk pooling, income, and benefits; continuity of care and records; and
avoidance of wasteful duplication.'

Somers, Anne Ramsay. Spears, Nancy L
The continuing care retirement community: * significant option for long-term care?
New York, Springer Pub. Go., 1992. 206 p.

State Perspectives on Long-Term Care Management Systems: Implications for Federal
Policy: Conference (April 4, 1991). Prepared by Health Systems Reeearch, Inc.
Washington, American Association of Retired Persons, Center on Elderly People Living
Alone, 1991. 21 p. (AARP, Public Policy Institute no. 9107)

Compares State experiences in long-terca care management and care management
components of Federal long-term care legislative proposals.

Tilly, Jane. Stucki, Barbara R.
International perspectives on long-term care reform in the United States. New
England journal of human service*, v. 10, 1991: 3-12.

Wolicymakers in the United States need to examine the programs other
countries have implemented to combat bias toward institutionalization and the
inadequacy of personal care services. A detailed evaluation of recent efforts by
Australia, Japan, and Israel would provide the United States with valuable
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inaights about the pomade outcome of expanding home and community 0111710811 in
this country.'

U.S. Congress. Howe. Committee on Energy and COMMeree. Subcommittee on
Commerce, Consumer Protection, and Competitivenese.
Long-tarm care insurance standards. Hearing, 102nd Congrees, 1st session on
H.R. 1206, H.R. 1916, and KR. 2378. Oct. 24, 1991. Washington, G.P.O., 1992.
173 p.

'Bills to regulate long-term care immure policies, to allow tax-tree
distributions from IRA's for perches, of loarterm care insurance by certain
individuals, end to establish Federel standards for long-term care insurence
policies.

'Serial no. 102-87'

US. Congrues. House. Committee on Ways and Means.
Long-term etrategies for health care. Hearing, 102nd Congress, 1st samion. Apr.
16-25, 1991. Washington, G.P.O., 1992. 861 p.

'Serial 102-33'

US. Congreas. House. Committee on Ways and Means. Subcommittee on Health.
Long-term care; and proposals to improve Medicare's skilled nursing facility and home
health benefit.. Hearing, 102nd Congress, 1st session. Mar. 4, 1991. Witarungton,
G.P.O., 1991. 163 p.

' Serial 102-16'
Include. H.R. 681, the comprehensive MediPlan Long-Term Care Act of 1991 and

incremental proposals to improve these benefits.

US. Congress. House. Select Committee on Aging.
Long-term care: New Jersey perspective. Hearing, 10001 Congress, 2nd session.
Washington, G.P.O., 1988. 78 p.

Hearing held Apr. 22, 1988, Dunellen, NJ.
'Comm. pub. no. 100-667'

US. Congress. House. Select Committee on Aging. Subcommittee on Health and
Long-Term Cars.
The nation's health care crisis: the long-term care gap. Hearing, 102nd Congress, 1st
session. Oct 28, 1991. Washington, G.P.O., 1992. 49 p.

Hearing held in Boston, Maas.
' Comm. pub. no. 102-857'

U.S. Congress. House. Select Committee on Aging. Subcommittee on Health and
Long-Term Care.
The nation's long-term health care crisis. Hearing, 102nd Congress, 2nd emaion. Apr.
24, 1992. Washington, G.P.O., 1992. 83 p.

'Comm. pub. no. 102-889'
Hearing held in Cleveland, Ohio.

Private long-term care insurance: unfit for side?: report. Washington, G.P.O., 1989.
23 p.

At head of title: committee print.
'Comm. pub. no. 101-714'
Preeents results of GAO'e investigation of the 'adequacy of long-term are

insurance and its ability to provide a hedge against the bankruptcy cost of long
term-illness.' Examines the extent that states have established minimum standards for
the regulation of long-term care insurance.
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Reductions in long-term care services: a survey of States; survey presented by the
Chairmen of the House Select Committee on Aging and its Subcommittee on Health
and Long-term Care and Subcommittee on Aging of the Senate Committee on Labor
end Human Reeouress, 102nd Congress, 2nd *melon. Washington, G.P.O., 1992. 11 p.

At heed of title: Committee print.
'Comm pub. no. 102-866"

US. Congress. Senate. Committee on Finance. Subcommittee on Medicare and
Long-Term Care.
Challenge of providing long-term health care. Hearing, 102nd Congress, 2nd 'cation.
May 13, 1992. Washington, G.P.O., 1992. 120 p. (Hearing. Senate, 102nd Congress,
2ad session, S. Hrg. 102-875)

Hearing addresses 'an overview of the long-term care problem; for "11 million
American adults and children who have the disabilities and illnesses that require
long-term care.'

U.S. Congress. Senate. Committee on Labor and Human Resources.
Public/private partnerships: innovative approaches to long-term care. Hearing, 101st
Congress, let cession. Jan. 17, 1989. Washington, G.P.O., 1990. 133 p. (Hearing,
Senate, 101st Congress, lst session, S. Hrg. 101-539)

Hearing held in Indianapolis, IN.

US. Congress. Senate. Pepper Commiseim
Long-term care and accees to health care: examining the scope of the problems.
Hearing, 101st Congress, 1st session. Pert 7. Sept. 21, 1989. Washington, G.P.O.,
1990. 209 p.

Weissert, William G. Musliner, Melissa C.
Access, quality and coat consequences of case-mix adjusted reimbursement for nursing
homes: a critical review of the evidence. Washington Center on Elderly People Living
Alone, American Association of Retired Persons, 1992. 67 p. (AARP Public Policy
Institute no. 9109)

Partial contents.Design considerations in case-mix classificstion.The Health
Care Financing Administration casz-mix demonstration.Overview of State syr:ems.
Evaluation of specific systems Illinois, Maryland, Minnesota, New York, Ohio, Wvat
Virginia, San Diego.Conclusiona and recommendations.Resource utilization
groups.Hoepital-to-nursing home discharge delays.
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A GUIDE TO INFORMATION SOURCES
on the 1993-1994 High School Debate Topic

INTRODUCTION

This remiarch guide identifies sources of information on U.S. health care and related topics
that will be dimussed by high school debaters. It describes reference and research tools and
suggests particular search strategies that can be used to retrieve information on these topics.
The guide is divided into two parts: the first pert describes basic research materials, and the
second deecnIms specialised materials relating to the issue of health care.

In some cases, search terms are provided for each resolution of the debate topic. In other
cams, only few general terms on the topic are provided. These search terms are not
exhaustive. The primary terms are included to help the debaters begin their search for
eupporting materials on the range of house relating to health care.

The individual topics are daftly linked. As debaters focus on individual resolutions, and
on the general ignite of health care, they will also need to scan selected relevant search terms
listed under the other resolution..

In this guide, the resolutions are referred to in the abbreviated form listed below in
pmentheese following each resolution.

NATIONAL HEALTH CARE: How can the Federal Government increase access to health care
to United States citizens? (General)

Resolved: That the Federal Government should guarantee comprehensive national
health insurance to all United States citizens. (Health Irma/anon)

Resolved: That the Federal Government should control health care coots for all
United States citizens. (Medical sousoesies)

Resolved: That the Federal Government should guarantee catastrophic health
insurance to ail United States citizens. (Cateddrophic health cars)

Although printed sources are emphasised in this guide, debaters should also takenote of
the Federal and nongovernmental organizations listed in the guide. Them officesmay be able
to furnish odditional information or publications on various colicy options.

5 3 ;)
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RESEARCH SOURCES

This is a list of key information resources deacribed in this guide, and the page where each
is described.

Academic American Encyclopedia 6

Age Line 19

AIDSLine 19

American Statistics Index (ASO 13

Bell and Howell Newspaper Indexes 9
Books in Print 6

BRS 10

Business Periodicals Index
CIS Index
Congressional Index
Congressional Quarterly Weekly Report
Congressional Record
Current Law Index
Data Times
Depository Libraries
DIALOG
Directory of Directories
Encyclopedia Americana
Encyclopedia of Associations
Federal Depository Library Program
Federal Government Agencies
Federal Register
Government Reports Announcements and Index
Health Periodicals Database
Health Planning and Administration
Index To Legal Periodicals
Index to U.S. Government Periodicals
Infotrac
Leeislation Introduced in the 103rd Congress
Library of Congress Subject Headings
Magazine Index
Magazines and Journals on Health Care
Mental Health Abstracts
Monthly Catalog of United States Government Publications
National Journal
National Newspaper Index (microfilm)
New York Times Index 9

Newsletters 20

NEWSNET 10

NEXIS/LEXIS 10

NTIS (National Technical Information Service) 19

Official Washington Post Index 9

Organizations interested in health care reform 28
President's Task Force on Health Care Reform 21

Public Affairs Information Service (PAIS) 8

Reader's Guide To Periodical Literature 8

Sears List of Subject Headings 5

Social Science Citation Index 19

Social Sciences Index 20
Statistical Abstract of the United States 13

Statistical Reference Index 13

University Microfilms Newspaper Indexes 9

VUTEXT 10

Wall Street Journal Index 9

Weekly Compilation of Presidential Documents 11

Wilson Line 10

World Book Encyclopedia 6

8
13
13
12
12

8
10
11
10

6
6
6

11
22
12
11
19
19

8
12
11
24
6
7

20
19
11
12
9
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PART I: GENERAL REFERENCE SOURCES

BOORS

Many libraries around tbe country, particularly large academic and rem:arch libraries, use
Library of Congress classification numbers to organise their collections, and Library of
Congress subject beading. in their catalogs. To learn how books on health care are categorised
in lines libraries, consult the four-volume guide, Library 4'G:ingress Subject Headings. It is
usually kept near the card catalog, or neer the terminals for an automated catalog. The most
relevant LC subject headings for research on health care are listed below:

Child health 'services
Delivery of health care
Health planning
Health services accessibility
Medical care
Medical laws and legislation
Medical personnel
Mental health
MinoritiesMedical care

General:
PoorMedical care
Right to health care
Rural health
Rural health services
Rural hospitals
Socially disadvantagedMedical care
TeensgersMedical care
Women's health asrvices

I: Health
ChildrenU.S.Insurance requirements
Health maintenance organizations
Health policy
Insurance, health
Insurance, healthGovernment policy
Insurance, bealthLaw and legislation
Medicaid

Health care rationing
Medical careU.S.Coit control
Medical care, Cost of
Medical economics

insurance:
Medical policy
Medical policyUS.Bueiness community

participation
Medically uninsured persons
Social medicine
TeenagersU.S.Insurance requirements
WomenU.S.Inaurance requirements

11: Medical economics
Medical malpractice
Medical technology
Pharmaceutical industry
Quality of health care

DI: Catastrophic health care
AgedMedical care Long-term care of the sick
Insurance, Cataetrophic health Medicare

In many school and public libraries, books are arranged by the Dewey Decimal el:witless-
tion system. In then libraries, books are usually assigned subject headings from the Sears List
of Subject Headings, also generally found near the card catalog. The most relevant terms from
this resource are:

ElderlyMedical care
Health insurance
Long-term care facilities
Medicaid
Medical care
Medical careCors

Many h

Medical economies
Medical technology
Medicare
MedicineLaw and legislation
PhysiciansMalpractice
Social medicine

health care are assigned the Dewey Decimal number of 362.1

5 4
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If you have trouble locating books that era listed here or in other bibliographic sources,
sok your librarian about Books in Print and about interlibrary loan. seam in Prig will be
useful in identifying the addresses of publishers for the porthole of materials, and in
identifying additional and recently published books. Look particularly under the terms:

Health maintenance organisations Medical laws aod legigation
Inference, health Medical policy
Medicaid Medicare
Medical eare Madigan
Medieal economies

Intarbbraxy loan may maks it possllge for your library to borrow materials you have
identified, but that your library does not have available, from other libraries. The specialized
catalog. Medical and Health Care Books and Serials in Print, will also be wry useful for
researching this topic.

ENCYCLOPEDIAS AND DIRECTORIES

Encyclopedia articles

Articles appear in World Book Encyclopedia under Health, Health tare plena, and Health
insurance, National. The Encyclopedia Americana has related entries for health care under
Health and social welfare, Health insurance, Medicaid and Medicare. The Academic Ame Moan
Encyclopedia has articles on Haelthoire systems, Health ineurance, Haelth-maintemance
organizations, Mediced, Medical ethics, Medicare and the Pharmaceutical industry. The
Encyclopedias Britannic:a'. Macropedia has an article on Medicine that diacusees health ears.
1992 editions were consulted.

Eiseydopadia of Asepodetioes

This annual reference source includes information on over 30,000 national and
international organizations. The Encyclopedia of Amociations comets of three volumes: the
first volume, which has three ports, includes descriptive entries, as well as subject, name, and
keyword indexes; the second volume contains indexes allowing sorches by geographic location
or executive officers' surnames; and the third volume has information on newly formed and
newly founded associations. This reference source can be used to locate variety of nonprofit,
nongovernmental organizations in the area of begth care.

A companion volume is the EncYcloPedia of Associations-International Organisations.
This work provides information on over 1,000 international nonprofit membership
organizations, including multinational and binational groups end national organizations based
outside the United States, concerned with all subjects and areas of activity." Part 1 is
comprised of descriptive listings and Part 2 is indexes..

Directory of Directories

This publication serves as guide to the many catalop, encyclopedias, checklists, end
other compilatims of information that exist in print. Any publication which includes eddreseas
of individuals or organizations is eligible for inclusion in this resource. It lists a wide range
of publications, including lists of cultural institutions, directories of professional organizations
and societies, and membership lists of variety of special interert groups. This noun* can
be weed to locate mon:: social:zed directories of organizations and individuals involved in the
field of health care. Entries are grouped by subject categories, and the publication includes
title and subject index.
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Awassicen Meer, Directory U102-1121

Edited and compiled by R. R. Bowker, this directory lista public, academic, government and
special binaries in the United States, and regions administered by it, and in Canada. Arranged
geographically, the entries are alphabetised by State, region, or province; then by eity; and
finally by the institution or library name. Entries include the name and address Milo library,
names of key personnel and information on the library's holdinp. In addition, most entries
provide information on some or all of these additional areas: income; expenditures, including
salaries; subject interests; special collections; automation and publication.

JOURNAL AWITCLES

Citations to journal articles and other materials about health care can be found in a
number of printed indexes and online bibliographic databsees.

The materials covered by 'elected printed indexes are briefly described here, along with
recommended search term, for each. Printed indexes include lista of periodical, indexed and
the abbreviations referring to theirs publications.

Online bibliographic databases are useful for locating citations to journal articles and
other materials quickly through use of a computer. Online databases allow the researcher to
combine search terms in ways that are impassible in a printed index or library catalog, and to
simultaneously match material that would be contained in separate printed indexed covering
several years. They also are updated more frequently than most printed tools. Many of the
printed indexes described in this guide are also available as online databases.

Brief deoriptiona of some major online services providing access to bibliographic &taboo.
are provided. A reference librarian can advise you on the availability of computerized search
service* in your area; there is often a fee for the use of them services.

Periodicals cited frequently in the bibliography, or with titles focused particulary on the
topic, may be usefid to examine for the roost recent articles even before they appear in the
indene. Newsletters and publications or au:onions lists from private organizations may be
available for purchase or subscription. Some newsletters may be available free, yet most
involve a fee. For newsletters, consult Newsletters in Print or The Oxbridge Directory of
Newsletters.

Weekly news sources include Newsweek, Senior Scholastic, Time, and US News & World
Report; monthly/quarterly general sources include Atlantic Monthly, Harpers, Reader's Digest
and law journals.

Selected periodical, in the health care field are listed on page 20.

Migraine Index

Magazine Index provides citations to materials in over 400 popular magazines, focusing
on coverage of current affairs, leisure time activities, arts, sports, and science and technology.
Reference* from the last five years are Hotted alphabetically by subject and author in one
alphabetical display on the Magazine Index microfilm reader-terminal. The index is updated
monthly, and uses Library of Congress subject headings.
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Public Affairs Informatics Service (PAIS)

PAIS is * subject index of books, pamphlets, Government publication., reportsof public

end private agencies, and periodical articles relating to political, economic, and social
conditions, public administration, and international affairs. It is issued monthly; there are also
three quarterly cumulations and an annual bound volume with an author index. Soma search

terms in PAIS include:

Drug trade Medical service, rural
Health maintenance organisations Medical technology
Health planning Medicare
Insurance, health Mental health
Medicaid program Preferred provider organisations
Medical service Public health

Reader's Guide to Periodical Literature

The Reader's Guide is an author/subject index to over 180 periodicals of general interact
published in the United States and Canada. It is published twice a month from September
through December and in March, April, and June. It appears monthly in January, February,
May, July, and August. Library of Congress subject headings are used to organize materials.
The quarterly and annual cumulations can expedite your search of this index. Selected terms
on health care used in the Reader's Guide include:

AgedMedical care Medical care rationing
Drug industry Medical care, rural
Insurance, health Medical policy
Managed care plans PhyeiciansMalpractice
Medical care PoorMedical care
Medical careCosts

Index to Legal Periodicals

The Index lists articles *of high quality and permanent reference value" in legal periodicels
published in the United States, Canada, Great Britain, and other English language countries.
The articles are indexed under author and subject A complete lid of subjects is included at
the front of each bound volume. Useful search terms are:

Food drug cosmetic law Medical malpractice
Health care industry Medical profession
Health insurance Medical technolorg
Medicaid Medicare
Medical ethics Nursing homes

Currant Law Index

The American Association of law Libraries sponsors this index of articles in legal
periodicals. Separate subject and author indexes end tables of cases and of statutes are
included in eight monthly issues, three quarterly cumulations, and a cumulative annual.
Library of Congrees subject headings are the search terms used primsrily.

Badness Periodicals Index

Articles from over 300 busines. periodicals are listed in Uri. index. It is published
monthly, except for August, and bound cumulation is issued each year. A wide range of
business publications, such es Barron, and the Economist are indexed here. Use Library of
Congrees subject headings to search, along with the crom-references provided in the index.
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NEWSPAPER AR'I1CLES

New York Times Index

The New York Times Index provides extensive abstracts for articles appearing in the New
York Times. It is issued twice month, with quarterly and annual cumulations. Consult 'How
to ine the New York Times Incise in the index volume itself for guidance. Some undid terms
include:

Drugs (Pharmaceuticals)
Health insurance
Medicaid
Medicare

Medicine and health
Mental health and disorders
Nursing homes
Pharmaceutical industry

Official Washington Peat Index

The Index provides access to all substantial newsworthy items in the Washington Post,
excluding wire service articles. It is issued monthly and cumulated annually. Some useful
search terms include:

Health
Health care
Health care expenditures
Health care for the homeless
Health care industry
Health in/ursine
Health maintenance organizationsHMOs
Hospitals
Longterm health care

Wall Street Journal Index

Medicaid
Medical malpractice
Medical technology
Medicare
Nursing homes
Pharmaceutical industry
Physicians
Public health

The Wall Street Journal Index is issued monthly and ham annual cumulations. Relevant
soarch terms are:

Health care
Health cars expenditure.
Health care policy
Heatlh insurance

Health maintenance organisationsIIMOs
Medicaid
Medicare
Nursing homes

National Newspaper Index (microfilm)

National Newspaper Index indexes the Christian Science Monitor, Los Angeles Times, New
York Times, Wall Street Journal, and Washington Post. References from the last five years are
listed slphabetically by subject headings.

Other Newspaper Indexes

Bell & Howell Co. produce. a set of indexes which list articles appearing in the Boston
Globe, Christian Science Monitor, Denver Post, Detroit News, Houston Post, Los Angelee Times,
New Orleans Times-Picayune, San Francisco Chronicle, St. Louis Post-Dwpatch, and USA
Today, University Microfilm. Newspaper Indexes produce. monthly and annual indexes for
the Atlanta Constitution, Atlanta Journal, Chicago Tribune, Lew Angeles Times, and the
Minneapolis Star and Tribune. In addition, many newspapers are indexed locally ask a
librarian about indexed to your local newipaper.
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ONLINE DATABASES

Many libraries now have access to computerized versions of printed indexse. The
information is stored in databases that can be accessed through personal computers. The
advantages of using these computerised &taboos are search speed and flexibility; the
disadvantages are the often high oasts charged for access. Check with your local reference
librarian to determine availability and cost of the systems listed below.

BRS

BRS is an online service providing primarily bildiographic information. The oervice offers
access to information in the fields of science, social sciences, business, health and related are's.
BRS provides databases that are online version. of Current Lew Index (called Legal Resources
Index), Magazine Index, National Newspaper Index, PAIS, and Reader's Guide. Specialized
health care databases are also available.

DIALOG

DIALOG Information Service Is an online service that include, a wide variety of datahssee,
ranging from newspaper and journal indexes through etatistical references and airline
information. Some of the indexes available on DIALOG include online versions (Attie Nafional
Newspaper Index, Washington Post, Ap and UPI newswires, Magazine Index (with full-text of
some articles). DIALOG provides databases that are online versions of Current Law Index
(Legal Resources Index), National Newspaper Index and MS. Specialized health care data-
bases are available as well.

NEWSNET

NEWSNET includes comprehensive bibliographic data on more than SEW newsletters and
other news and information services.

NEXIS/LEUS

NEXIS is an online search and retrieval service that contains the full text of many
newspapers, including the Christian Science Monitor, the Neu, York Times, and the Washington
Post; full test of major wire services, including AP, UPI, and Reuters; and full text of a number
of magazines, newsletters, and Government publications. LEXIS provides information on State
laws and court decisions.

YU= and DataTImea

Both of these online services index local and regional newspapers for mod of the major
metropolitan areas in the United States.

WileoeLine

The H. W. Wilson Company, which publishes the Reader's Guide to Periodical Literature,
along with number of other indexes to journal literature, has its own online service.
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CD-ROM DATABASES

Some libraries have installed CD-ROM databases; as an alternative to print and online
indexes. CD-ROM is a technology that allows a great deal of information to be stored on a
compact disk that can be read by personal computer. A number of indexes are available in
dais format, allowing searching capabilities similar to three available with online services, but
without the charge per hour. Some of the indexes available in this format include Magazine
Rules, National Newspaper Index, and the Wilson indexes. AIN/Inform is also available.
Consult with your local reference librarian to determine whether this eervice is available in
your arm

Infotme II

This CD-ROM product provides a rubject index to more than 400 popular and widely-read
magazines plus the New York Times. Its coverage includes current affairs, people, home and
leisure activities, travel, arts and entertainment, education, companiee and products.

GOVERNMENT PUBLICATIONS

Federal Depository Library Program

This program makes Government publications available to 1400 designated depository
libraries. In order to provide the greatest possible accede to Government publications,
depoeitory libraries are located in each congressional dietrict. Of this number, 50 have been
designated as regjonal depositories. Fifty reeonal libraries assume the responsibility for
retaining depository material permanently, and of providing inter-library loan and reference
service for their regions. Copies of documents no longer available for sal* by the Government
can usually be found in regional Federal depository library collectiona. Each issue of the
Monthly Catalog of United States Government Publications (see below) prints a current
directory of them regional libraries. A directory of all depository libraries is available from:
Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402.

Government Deports Announcement. and Index

Government research reports are indexed in the Government Reports Annowocements and
Index, which is issued twice a month by the National Technical Information Service (NTIS).
A keyword index lists significant words from titles. The NUS index I. available online
through commercial systams.

Monthly Catelog of United States Government Publications

The Monthly Catalog lists documents issued by all branches of the Federal Government.
The catalog has monthly, semiannual, and annual indexes, arranged by author, title, rubject,
keyword., and serieskeport title. It is an excellent tool for locating materials housed in
depository libraries; it can also be wed to obtain information about purchasing documents
directly from the Superintendent of Documents at the U.S. Government Printing Office. The
Monthly Catalog is available commercially, and through most libraries. The search terms used
ere the Library of Congress subject headings demribed in the BOOKS section of this guide.

Weekly Compilation of Presidential Documents

Thie publication contains statements, messages, and other Presidential materials »lamed
by the Whits House during the preceding week. There are weekly, quarterly, and annual
published indexes. This information I. also available online commercially. Public Papers of
the Presidents of the United Stow is an annual compilation of Presidential statements.
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Index to U.S. Govenneent Periodicals

The Index covers individual periodical articles published by over 100 Federal agencies,
using a thesaurus created exclusively for itself.

Federal Register

Federal Government regulatory agencies, including Executive Departments publish daily
notice@ and proposed and final rules and regulations. To track a particular regulation being
proposed or revised, search under the particular agency's name.

LEGISLATIVE INFORMATION

Congressional and executive department activities on U.S. policy regarding health care and
programs may be monitored by marching the following printed publications.

Congressional Quarterly Weekly Report

This periodical provides current information on congressional activities, the status and
progrem of current legislation, and major policy issues. Recent articles of particular
importance are indexed on the back cover of each issue. Consult this index under the heading
Health/Human Services. Quarterly and annual indexes are also issued; you may find
information under the headings: Health, Health care, Health insurance, Hospitals, Long-term
health care, Medicaid, Medicare, Mental health, and Nursing homes. Cross references are also
provided.

Congressimud Quarkrly also publishes an annual volume which cumulates material from
the weekly reports. There is an index at the back of each volume, which uses similar subject
headings.

National Journal

National Journal is a weekly publication containing articles on executive branch and
congressional activities. Toward the end ores& beim there is page entitled 'Recent Articles.'
Use this page as an abbreviated index, looking under the term Health and welfare. A semi,
annual index is published which allows searching under more 'specific topics.

Congreasional Record

The Congressional Record is an edited transcript of the activities on the floor of the U.S.
House and Senate. An issue is published for each day that either chamber of Congress is in
session. Subject and name indexes are published biweekly and cumulated annually. Search
for information on this year's debate topic under the following terms: Health, Health care
facilities, Insurance, and Public health service.
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BILLS AND RESOLUTIONS

CD3 Inds:

The CIS Index is produced by the Congressional Information Service, and contains
abetracts of all congressional publications except the Congressional Record. The index is
published monthly, and cumulated quarterly and annually. Each issue of ths index is divided
into both index and abstract portion.. Search in the index section under topics such ae:

Health facilities and services Medical regulation
Health insurance Medical teehnolov
Health maintenance organization. Medicare
Medicaid Mental health funnies and services
Medical economics Pharmaceutical induitry
Medical personnel Public health

Congressional Index

The Congressional Inclex, published by the Commerce Clearing House, is weekly
looseleaf eervice providing content and statue information for bills and resolutions pending in
Congress. The progress of bills and resolutions is reported, from the introduction of the
legislation to the final dispoeition.

STATISIICAL SOURCES

American Statistics Index (ASI)

The American Statistics Index indexes and describes the statistical publications of the U.S.
Government, including periodicals, annuals, biennials, semi-annuals, and special publications.
It provides access to statistical materials by subject, organization, name, issuing aurce, and
title. The index is published monthly and cumulated annually. ASI is alio available through
commercial online systems.

Statirtical Abstract of the United States:
National Data Book and Guide to Sources

Published by the US. Department of Commerce, Bureau of the Census, on an annual
basis, this source includes pertinent statirtical information. This publication should be
available in any depoeitory library, as well as in the reference collections of most large public
or academic libraries.

Statistical Reference Index

The Statistical Reference Index provides guide and index to selected genetical reference
material from non-Federal sources on wide variety of topics. It includes the publications of
trade, profeesional, and other non-profit emaciations and institutions, &miness organizations,
commercial publishers, university and independent reeearch centers, and State government
agencies. Information can be acceseed by subject, organization, name, issuing source, and/or
title. The index is published monthly and cumulated annually.
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PART 11 REFERENCE SOURCES ON HEALTH CARE

REZERIINCE BOOKS AND ARTICLES

1992 Green book: overview of entitlement programa. Washingtca, G.P.O., 1992. 1888 p.
At head of title: Committee print.
Background material and data on major programs within the juriedictIon of the

Committee on Ways and Means, U.S. House of Representatives.

1992 Guide to health insurance for people with Medicare. Developed jointly by the
National Association of Insurance C001111.104011111:11 and the Health Care Financing
Adminirtration. Washington, U.S. Department of Heelth and Human Services, 1992.
31 p.

tilting America: trends end projectiona. 1991 edition. Prepared by U.S. Senate Committee
on Aging, the American Association of Retired Persona, the Federal Council on the
Aging, and the US. Administration on At:at. Washington, U.S. Department of Heat&
and Human Services, 1992. 273 p. (DIMS Publication No.(FCoA) 91-28001)

Csmpion, Frank D.
The AMA and U.S. health policy since 1440. Chicago, Chicago Review Press, 1984.
603 p.

Charting the future of health care: policy, politica, and public health. Edited by Jack A.
Meyer and Marion Ein Lewin. Washington, American Enterprise Institute for Public
Policy Research, 1987. 190 p. (American Enterprise Institute studies in health policy,
449)

Current estimates from the National Health Interview Survey, United States, 1990.
Hyattsville, Ed., Public Heelth Service, 1991. 212 p.

Eighth reFort to the President and Congress, on the status of health personnel in the
United States. Rockville, Md., Bureau of Health Professionals, 1992. 281 p.

The Future of children: U.S. health care for children. Center for the Future of Children,
the David and Lucile Packard Foundation, Los Altos, Calif., The Center, 1992. 191 p.

Gaffney, James B.
Keys to understanding Medicare. Hauppauge, N.Y., Barron's, 1992. 168 p. (Barron's
keys to retirement planning)

Hahn, B. Letkowits, D.
Annual expenoes and sources of payment for health care services. Rockville, Md.,
Agency for Health Care Policy and Research, 1992. 19 p.

"Presents eetimates of expenditures for health oervices and eources of payment by
demographic and socioeconomic characteristics and ineurence status of the civilian
noninetitutionalind population of the United States.'

Handbook on mental health policy in the United States. Edited by David A. Rochefort.
New York, Greenwood Press, 1989. 546 p.

-This volume preeents a collection of scholarly contributions on contemporary
mental health problems, policies, programs, and earvices.'

Health, United States, 1992. Hyattsville, Md., US. Department of Health and Human
Services, Public Health Services, 1992. 339 p.

Health care for the homelem 1992 directory. Compiled by John Snow, Inc. Washington,
HRSA, Bureau of Health Care Delivery Assistance, 1992. 176 p.

'The purporre of this directory is to provide a guide that will facilitate
communication among the various programs and agencies serving the health care
needs of the homeless.'
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Health progress in the United States: results of the 1990 objectives for the Nation. JAMA
[Journal of the American Medical Aseociation), v. 268, Nov. 11, 1992: 2545-2652.

Public Health Service and other physieians revisw the nation's progress toward
health goals and objective. set out in "Promoting Health/Preventing Disease:
Objectives for the Nation,' 1980, and descralres the relationship to the current
objectives found in "Healthy People 2000.*

Health status of minorities and low-income groups: third edition. Washington, US. Health
Resources and Services Adminieration, Bureau of Health Professions, Division of
Disadvantaged Asaistancs, for sale by the Supt. of Dees., G.P.O., 1991. 375 p.

Contents.Introduction.Vital eatistice.Prevention.Reproductive health--
Chronic and 'acute disease conditions.Injuries.Human immunodeficiency virus
infection.Dental boalth.Mental health.flesIth of older Aniericans.Utilization of
health services.Health insurance coverage and health esre expenditures.

Health status of the disadvantaged, chartbook 1990. Washington, U.S. Dept. of Health &
Human Services, Public Health Service, Health Resources and Services Administration,
Bureau of Health Professions, Division of Disadvantaged Assistance. For sale by the
Supt. of Dow., G.P.O., [1990) 147 p. (DIMS publication; DO. (HESA) HRS-P-DV 90-1)

Healthy people 2000: national health promotion and disease prevention objectives. U.S.
Department of Health and Human Services, Public Health Service. Boston, Jones and
Bartlett [1992) 153 p. (The Jones; and Bartlett series in health sciences; DHHS
publication, no. (PLIS) 91-50212)

Summary report. Reprinted, with an added preface, from a Dept. of Health and
Human Services publication in series: Publication no. (PHS) 91-50213.

Healthy people 2000: national health promotion and disease prevention objectives: full
report, with commentary. Boston, Jones and Bartlett, 1992. 692 p. (The Jones and
Bartlett series in health sciences; DIMS publication, no. (PIIS) 91-50213)

Reprint. Originally published: Washington, D.C. : U.S. Dept. of Health and
Human Services, Public Health Service : For sale by the Supt. of Does., US. G.F.O.,
1990. (DMZ publication ; no. (PHS) 91-50213).

HMO/PPO directory, 1992: U.S. manaked healthcare organisation. in detail perm key
decisionmakers. Montvale, N.J., Medical Economies Data, 1991. Various paging..

Horpital statistics, 1992-93 edition. Chicago, The American Horpital Association, 1992.
275 p.

The International handbook of health-care systems. Edited by Richard B. Saltman. New
York, Greenwood Pres., 1988. 403 p.

Kemper, Vicki. Novak, Viveca.
A plague on both their houses. Common Cause magazine, v. 17, Oct. 1991: whole imeue
(43 p.)

Charges that comprehensive health care reform is being stymied by the activities
of medical industry PACspolitical action committees associated with medical
aseociations, health insurance companies, pharmaceutical companies, and hospitals and
other care providers. Includes a separate report by Common Carus showing that theee
PACs gees over 680 million to House and Senate candidates, including $43 million to
current members of Congress from Jan. 1, 1981 through June 30, 1991.

What's blocking health care reform? Common Cause magazine, v. 18, Jan.-Feb. 1992:
8-13, 25.

'For all the finger-pointing, few in Washington are willing to blame what may be
the biggest culprit of all: the political influence of special interact group. with vested
intereat in the status quo. The same insurance companies, doctors, hospitals end drug
manufacturers that live off the $700 billion-a-year health care industry are battling
comprehensive reform on Capitol Hill and at the Whits Howe.'
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Loprsat, Pamela. Gates, Michael.
State-level data book on health cam access and financing. Washington, Urban
Institute Prow Iainham, Md., Dist:Darted by University Press of America, 1993.

mg book will be available later in 1993.

Medicaid source book: background data and analysis (a 1993 update); a report prepared by
the Congreasional Research Service for the use of the Subcommittee on Health end the
Environment of the Committee on Energy and Commerce, U.S. House of
Representatives. Washington, O.P.O., 1993. 1127 p.

At heed of title: 103d Congress, 1st session, committee print, 103-A.
Revision of the 1968 'Yellow Book.'
Partial contents.The future of blsdicaid.Trends in Medicaid psyments sod

beneficisrias.Eligibility.Services.Reimbureement.Alternative delivery options and
waiver progranis.Financing.Rseent legislative history.Medicaid, the poor, and
health inaurance.Maternal and child health.Long-term care and the elderly.
Services for pervons with developmental dissbilitietThe mentally ill.Substance
abuae treatment. Managed care.Measures of performance.IfIV disease.

The Medicare handbook. Baltimore, Md., U.S. Dept. of Health and Human Service., Health
Care Financing Administration. Washington, for sale by the Supt. of Dors., G.P.O.,
1992. 52 p.

Office of Disease Prevention and Health Promotion. National Health Information Center.
Health information sources in the Federal Government Fifth edition. Washington,
U.S. Department of Health and Human Services, Public Health Service, Mee of
Disease Prevention and Health Promotion, 1990. 61 p.

Pathways to health: the role of social factors. Edited by John P. Bunker, Deanna S.
Gomby, and Barbara H. Rohrer. Menlo Park, Calif., Henry .1. Keiser Family
Foundation, 1989. 420 p.

Papers presented at a multidisciplinary conference organized by the Kaiser Family
Foundation and held in Menlo Park, Calif. on Mar. 26-27, 1987.

Physicians' medicare guide: in one volume. By CCH Business Law Editors in cooperation
with the American Medical Association. Chicago, Ill., Commerce Clearing House, 1992.
1 v. (various paging.)

'Payment schedules, claims and appeals, covered services, MN/penalties"

Piacentini, Jceeph S. Foley, Jill D.
EBRI databook on employee benefits. Edited by Carolyn Piucci and Deborah Holmes;
produced by Cindy O'Connor. 2nd ed. Washington, Employee Benefit Reaearch
Institute, 1992. 559 p.

' An EBRI-ERF publication.'

Roback, Gene. Randolph, Lillian. Seidman, Bradley.
Physician characteristics and distribution in the US. 1992 ed. Chicago, American
Medical Association, 1992. 283 p.

' Contains historical and current data on the U.S. physician population that
provides a basis for comparison esaential for health services nmearch, program
planning, end policy development'

Romer, Milton Irwin.
National health systems of the world. New York, Oxford University Press, 1991. 1 v.

Source book of health insurance data. Health Insurance Ingitute, New York. Waihington,
Health Insurance Aasoci:.,tion of America, 1992. 141 p.

Trends in health benefits. Washington, U.S. Department of Labor, 1993. 353 p.

Universal healthcare almanac. Phoenix, Ariz., ReC Publications, 1993. Various pagings.
Contents...National healthcare expendituras.Horpitals.Health maintenance

organizations.Diagnosis related group (DRG) studies.Medicare/Msdicaid.Heelth
insurance.Health professionals/Manpower.Pereonal healthcare expenditures.Long-
term care.International.--Selected vital statistics and demographica.Economic
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indicators.

U.S. Congress. House. Committee on Ways and Means.
Health care resource book. Revised Jan. 1999. Washington, G.P.O., 1993. 322 p.

U.S. industrial outlook 1993. Weshington, US. International Trade Association, 1993.
. Partial contanteHealth and medical sarvices.Drup and biotechnology.Medical

and dental instruments and supplier,.

Women, health, and medicine in America: a historical handbook. Edited by Rime D. Apple.
New Brunswick, Rutgers University Prees, 1992. 572 p.

Includes blliliography.

BIBLIOGRAPHIES

Buchanan, Jim.
Medicaid in the 1980's: bibliography of eources. Monticello, Ill., Vance Bibliographies
[1988] 24 p. (Public administration seriesbibliography, 0193-970X; P 2467)

Medicaresafety net or sinkhole a bibliography of reeources. Monticello, Ill., Vance
Bibliographies [1988] 39 p. (Public administration seriesbibliography, 0193-970X;
P 2423)

Buss, Terry F.
Indigent ars: a bibliography of prficies and programs for the 1980's. Monticello, Ill.,
Vance Bibliographies [1988] 13 p. (Public administration seriesbibliography,
0193470X; P 2388)

Casper, Dale E.
Health and government action: a world view, 1983-1987. Monticello, DI., Vance
Bibliographies [1988] 10 p. (Public administration "criedbibliography, 0193-970X;
P 2332)

National public health policy in the United States: journal articles, 1983-1988.
Monticello, Ill., Vance Bibliographies [1989] 7 p. (Public administration
seriesbibliography, 0193-970X; P 2606)

Crumpler, Kathleen S.
Rural health care services in the United States: bibliography. Monticello, Ill., Vance
Bibliographies [1989] 22 p. (Public administration seriesbibliography, 0193-970X; P
2713)

Dubow, Joyce.
Medicaid and prepayment: a bibliographic essay. Rockville, [Md.], US. Dept. of Health
& Human Service', Public Health Service, Health Resources and Services
Administration, Bureau of Health Care Delivery Assistance [1988] 90 p.

'Updates and supplements an earlier version Medicaid beneficiaries in health
maintenance organizations.'

John, Patricia LaCaille.
Health csre in rural America: January 1979 - September 1991. Beltsville, Md.,
National Agricultural Library [1991] 67 p.

Quick bibliography feria, 1052-5378; QB 92-13

Kapp, Marshall B.
Ethical aspects of health care for the elderly: an annotated bibliography. Westport,
Conn., Greenwood Press, 1992. 176 p. (Bibliographies and indexes in gerontolou,
0743-7560; no. 17)
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Legal aspects of health care for the elderly: an annotated bibliography. New York,
Greenwood Press, 1988. 166 p. (Bibliographies and indexes in gerontology, 0743-7560;
no. 7)

Rector, Rebecca.
Continuing care retirement coinmunities and the life care industry: an annotated
bibliography. Monticello, Ill., Vance Bibliographies (1988] 9 p. (Public administration
meriesbibliography, 0193-970X; P 2481)

Ropes, Linda Brubaker.
Health care criatr in America: a reference handbook. Santa Barbara, Calif., ABC-CLIO,
1991. 172 p. (Contemporary world issues)

Silverstein, Ben.
Medicare, law and legislation: a monographic bibliography. Monticello, ill., Vance
Bibliographies (19881 8 p. (Public administration aeriesbibliography, 0193-970X;
P-2553)

Walker, Elinor.
Quality-of-care research: annotated bibliography. Rockville, Md., U.S. Dept. of Health
and Human Services, Public Health Service, Agency for Health Care Policy and
Research (1994 150 p. (AHCPR publication; no. 92-0029)

At head of title: Center for General Health Services Extramural Research.

554



5541

ABSTRACTS, AND CONTENTS SERVICES

AGELINE

'This online database is produced by the American Association of Retired Persons and
provides bibliographic coverage of social gerontology - the study of aging in social,
psychological, health-related, and economic contexts. The delivery of health care for the older
population and its associated cost, and policies is particularly well covered, as are public policy,
employment, and consumer reeearch. Two-thirds of the database is composed of journal
articles, while the rest is devoted to citations from buoks. There le no print equivalent of this
database.'

AIDSLINE

This database includes articles on health policy issues concerning AIDS. Selective articles
from 3,363 journals published in over 70 countries are indexed.

HEALTH PERIODICALS DATABASE

This service provides indexing and full text of journals covering broad range of health
subjects and issues. The articles are collected from core health, fitness, and nutrition
publications. It is updated weekly.

HEALTH PLANNING AND ADMINISTRATION

'This database is produced by the U.S. National Library of Medicine, and it contains
references to nonclinical literature on all aspects of health care planning and facilities, health
insurance, and the aspects of financial management, personnel administration, manpower
planning, and licensure and accreditation that apply to the delivery of health ,uire. Referenees
are drawn from MEDLINE and the American Hospital Association's Hospital Literature Index.
Documents from the National Health Planning Information Center (NHPIC) are included, as
well as additional journals of special importance to the health care field.'

MENTAL HEALTH ABSTRACTS

This databsae cites worldwide information relating to the general topic of mental health.

NTIS (National Technical Information Service)

This database in available commercially online. NTIS consists of Government eponsored
reearch, development, and engineering prepared by Feder.] agencies, their contractors or
grantees. The database includes materials from both the hard and soft sciences, including
material on technolotical applications, business procedures and regulatory matters.

Social Science Citation Index

This index, which covers hundreds of journals, is issued quarterly and annually. Unlike
mast other indexes, it does not have standerd subject bindings; instead, key word, from an
article's title are listed in the Pormutorm Subject Index, and full citations are then provided
in the Source Index.
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Social Se:tenor Indaz

This index, which is published quarterly and cumulated annually, gives author and title
access to articles from a range ofjournals in the social sciences. Soma of the public policy
journals include articles on health ears. Search the following terms:

AgedMedical care
Chronically ill
Health facilities
Insurance, health

Managed care plans (Medical care)
Medical care
Mental health eervim
Rural health services

SELECTED PERIODICALS

Magazines and Journals on Health Care

Academic Medicine: Journal of the
Association of American Medical
Colleges

AJN: American Journal of Nursing
American Journal of Law and Medicine
American Journal of Public Health
Business & Health
Caring
Consumers' Reeearch
Frontiers of Health Management Services
Health Affairs: the Quarterly Journal of

the Health Sphere
Health/PAC Bulletin
Health Care Financing Review
Health Economia
Health Services Review
Healthcare Financial Management
Healthcare Forum
liMQ: Health Management Quarterly
Hospital and Community Psychiatry
Hospital & Health Services Administration
Hospitals
HSR: Health Services Research
Inquiry: the Journal of Health Care

Organization, Provision and Financing

Newsletters

International Journal of Health Planning
and Management

JAMA (Journal of the American Medical
Amociationl

Journal of Aging & Social Policy
Journal of Health and Human Resource.

Administration
Journal of Health Care for the Poor and

Underaerved
Journal of Health Economia
Journal of Health Politics, Policy and LIM
Journal of Medicine and Philosophy
Journal of Occupational Medicine
Journal of Women's Health
Medical Care
Medical Care Review
Medical Economia
Medical World News
Milbank Memorial Fund Quarterly
Modern Healthcare
New England Journal of Medicine
Nursing Administration Quarterly
Private Practice
Public Health Reports
Trude°

AHA News
American Medical News
The Blue Sheer: Health Policy and Biomedical Research News of the Week
CHR (County Health Report) Newsletter
Health Care Costs
Health Legislation and Regulation
Health Profesaions Report
Health Security News
Health Wage Monitor
Long Term Care Management: the Independent News Source for Professionals and Providers
Managed Care Update: a Briefing on Managed Care, Health Care Costs, and Medicare/Medicaid
Medical Utilization Review: a Report on Health Care Coet Containment, PROs, Private

Review, and Quality Assurance
Medicine & Health
Medicine & Health Perspectives
Policy in Perspective: Mental Health Policy Resource Center
State Health Notes: Intergovernmental Health Policy Project
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FEDERAL GOVERNMENT

Preeddont's Task Foram on Health Cars Raforta

On January 25, 1999, President Clinton 'announced the formation of a taakforoe to
develop legislation for comprthensive.health care reform. In early May, the President will
present his health care proposal to Congress. For information on the taskforce, you can write
to:

President's Teak Force on Health Care Reform
Old Executive Office Building
Washington, D.C. 20500

As of March 26, 1993, there were approximately thirty-five groups working on the
proposal. The working groups as provided by the White House are listed below.

I. New System Organization
1. Principles and operation of purchasing cooperatives
IA. Health plans, providers and patients in the new system
2. Special issues in purchasing cooperatives toward and beyond
3. Governance issues
4. A Global budget
5. Insurance reform

II. New System Coverage
6. Benefits package
7. Coverage for working families
8. Coverage for low-income and non-working families

InfrastructureInterated Health Plans
9. Quality measurement
10. Information systems
IL Malpractice and tort reform
12. Health care workforce development

W. Integration of Health Programs Into New System
13. Medicare
14. DoD
15. Veterans
16. Federal Employees Health Benefits Program
16A. Other Government health programs

V. Ethical Foundationa of New System
17. .

VI. Transition to the New System I Short-terra Cost Containment
18. Accelerating new system development
19. Short-term steps toward administrative simplification
20. Interim cost containment

VII. Financing
21. .

VIII. Health Policy Initiatives for Underserved Populations
22A. High risk
22B. Women and children

C. Urban/rural

DC. Mental Health
23. Benefit package: basic and/or supplemental
24. Substance abuse
25. Children services
26. Public system impact
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X. Long Term Care
27. Background
28. Public
29. Private
W. Cost and revenue

XI Economic Impact
91. .

MI Quantitative Anal*,
32. .

XIII. Legal Audit
sa.

XIV Numbers Audit

XV Drafting Group

Federal Government Agenda.

This list includes the names and addresses of some Federal agencies which may he able
to provide information on Wane pertaining to health care.

Department of Veterans Affairs, 810 Vermont Ave. N.W., Washington,D.C. 20420

Health and Human Services Dept., 200 Independence Ave. S.W.,Washington, D.C. 20201

Health Care Financing Administration, 5325 Security Blvd, Baltimore, MD 21207

Health Information Center, P.O. Box 1193, Washington, D.C. 20013

National Center for Health Statistics, 6626 Merest Road, Hyattsville, MD 20782

Physician Payment Review Commission (Medicare), 2120 L St. NM., Suite 510,
%Abington, DC. 20037

Prospective Payment Asessament Commission (ProPAC), 300 7th St. S.W., Suite 301 B,
Washington, D.C. 20024

Public Health Service, 200 Independence Ave. S.W., Washington, D.C. 20201

Agency for Health Care Policy and Radwarch, 5600 Fishers Lane, Rockville, MD 20857

Food and Drug Administration (FDA), 5600 Fishers Lane, Rockville, MD 20857

Health Resource. and Services Administration, 6600 Fishers Lane, Rockville, MD
20857

HealthyPeople 2000 Consortium, Office of Disease Prevention and Helath Promotion,
Washington, DC 20201
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REGIONAL HMI OFFICES

Addreeme of regional offices of tits Department of Health and Human Servicas are listed
below.

flr YOU LIVE MTh REGIONAL OIGICE

Connecticut, Maine, Massachusetts, New
Hampshire, Rhode Island, Vermont

John F. Kennedy Federal Bldg.
Government Center
Boston, MA 02203

New Jersey, New York, Puerto Rieo, Virgin
Islands

Jacob J. Javits Federal Bldg.
26 Federal Plaza
New York, NY 10278

Delaware, District of Columbia,
Maryland, Pennsylvania, Virginia, West
Virginia

3535 Market Street
Philadelphia, PA 19104

Alabama, Florida, Georgia, Kentucky,
Mississippi, North Carolina, South
Carolina, Tannemee

101 Marietta Tower
Atlanta, GA 30323

Illinois, Indiana, Michigan, Minnesota,
Ohio, Wisconsin

106 W. Adams Street
Chicago, IL 60603

Arkansas, Louisiana, New Mexico,
Oklahoma, Tema

1200 Main Tower
Dallas, TX 75202

Iowa, Kansas, Mismuri, Nebraska' 601 E 12th Street
Kansas City, MO 64106

Colorado, Montana, North Dakota, South
Dakota, Utah, Wyoming

1961 Stout Street
Denver, CO 80294

Arizona, California, Hawaii, Nevada,
American Samoa, Guam, Trust Territory of
the Pacific Islands

Federal Office Bldg.
50 United Nat'ons Plaza
Safi Francisco, CA 94102

Alaska, Idaho, Oregon, Washington 2201 Sixth Ave.
Seattle, WA 98121
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Leak lades Introduced la the 103ri Cosigner

This list contains some of the legislation introduced in the 103rd Congress which relates
to this you's debate topk. Both the bill number and the sponeor are listed in boldface font.
In all ores the official title is toed. Bills listed here were introduced prior to March 5,1993
are included. For information on the status °Chills and future bills, plena refer to page 13.

Legislation Inbotioaed in dee Hewes at Rapramostaltves

111.11.111 (Dingell)
A bill to provide a program of national health inaursnee, and for other purposes.

H.R.19 (Rostenkowski)
A bill to amend title XVIII of the Social Security Act to provide for coverage of certain
preventive services under part B of the Medicare program.

11.11.31 (RostenkowskD
A bill to amend title XVIII of the Social Security Act to inake miscellaneous and technieel
changes to the Medicare program.

R.R.30 (Grandy)
A bill to provide for universal scum to basic group health benellts coverage and to remove
barriers and provide incentive' in order to maks such coverage more affordable, to
improve and make more efficient the provision of medical and health insurance
information, and to improve enforcement of requirements relating to multiple employer
welfare arrangements.

H.R.73 (Hoagland)
A bill to require the Secretary of Health and Human Services and the Attorney General
to jointly carry out a demonstration program to reduce health care cost through the
sharing by medical facilities of certain services and equipment, notwithrtanding any
antitrust law to the contrary, and to direct the Attorney General to carry out a certificate
of review process exempting eligible medical facilities from tbe application of certain
antitrust laws.

H.R.74 (Hoagland)
A bill to provide for the simplification of health payor forms.

H.R.101 (Rangel)
A bill to improve access to health insurance and contain health care costs, and for other
purposes.

H.R.192 (Collins)
A bill to amend the Social Security Act to protect conaumers through the establishment
of standards for long-term care ineurance

H.R.144 (Cox, C.)
A bill to reform the health care system by minoring the full tax deductibility of medical
expenses; eliminating incentives for abusive litigation against hospitals, doctors, nurses,
and health care providers; abolishing noneconomic damages in medical care liability
actions; and redirecting punitive damages to community hospitals that care for the
indigent.

H.11.150 (Hastert)
A bill to amend the Internal Revenue Code of 1986 to improve acceu to health care, and
for other purposes.

H.R.191 (Gahm)
A bill to reform the United States health care delivery and financing system, to increare
access to health care and affordable health insurance, to contain costa of health care in
a manner that improves health care, and for other purposes.

H.R.192 (Condemn)
A bill to provide for improvements to the health of farm families, and for other purpous.
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ELLIN (Honkton)
A bill to provide improved access to health care, and for other purposes.

H.9.200 (Stark)
A bill to establish the framework for a health care system that will bring about univereal
access to affordeble, quality health care by containing the growth in health care costs
through a national health budget, managed competition, and other moans, by improving
access to and simplifying the administration of health insurance, by deterring and
prodocuting health cars fraud and abuse, by expending benefits under the Medicare
program, by expanding eligibility and increasing payment levels under the Medicaid
program, and by making health insurance available to all children.

H.EL237 (La Rocco)
A bill to increase acmes to health care services for individuals in rural areas, and for other
Pur Poon.

H.R.257 (Neal, S.)
A bill to establish a Health Core Crisis Policy Commission.

H.R.264 (McCandlea.)
A bill to amend the Internal Revenue Code of 1986 to restore the deduction for health
inturstnee costs of self-employed individuals for an indefinite period, and to increase the
amount of such deduction.

H.R.286 (Morella)
A bill to amend the Public Health Service Act to facilitate the entering into of cooperative
agreements between hospitals for the purpose of enabling such hospitals to share
expensive medical or high technology equipment or services, and for other purpodoes.

H.R.403 (Solomon)
A bill to amend the Internal Revenue Code of 1986 to allow health insurance premiums
to be fully deductible to the extent not in access of 23,000.

H.R.438 (Wyden)
A bill to amend title XIX of the Social Security Act to establish Federal standard, for
long-term care insurance policies.

H.R.474 (Panetta)
A bill to amend title XIX of the Social Security Act to require the coverage of hospice care
under Medicaid plans.

H.R.677 (Berenter)
A bill to amend the Internal Revenue Ccde of 1986 to increase and make permanent the
deduction for the health insurance <mete of self-employed individuals.

H.R.671 (Harbin)
A bill to establish a National Commission on Health Care Fraud and Abuse.

H.R.679 (Holden)
A bill to reetore and increase the deduction for the health insurance costa of self-employed

H.R.725 (Maehtley)
A bill to amend title XIX of the Social Security Act to create a new part under such title
to provide access to services for medically underserved populations not currently paved
by federally qualified health centers, by providing funds for a new program to allow
federally qualified health centers and other qualifying entities to expand such canters' and
entities' capacity and to develop additional centers.

H.R.727 (Metall)
A bill to amend the Internal Revenue Code of 1986 and the Social Security Act to provide
for health insurance coverage for pregnant women and children through employment-
bated insurance and through a State-based health plan.
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H.B.$15 (Barrett, B.)
A bill to amend the Internal Revenue Code of 1986 to restore and increase tax deduction
for the health insurance ants of self-empLyed individuals.

H.B.834 (Glieinstare)
A bill to provide for comprehensive health care access expansion and coat control through
reform and simplification of private health care insurance and other mama.

H.R.634 (Hutchhwast)
A bill to amend the Internal Revenue Code of 1986 to restore and increase the deduction
for the health inourance coats of seltamployed individuals.

H.R.503 (Rowland, J.)
A bill to require the Secretary of Health and Human Services to submit to the Congress
a proposal for the regulation of long-term care insurance policiea, including an analysis
and evaluation of such policieei as are available to individuals, and to amend the Internal
Revenue Code of 1986 to allow tax-free distributions from individual retirement accounts
for the purchase of long-term care insurance coverage by individuals who have attained
age 59 1/2.

H.R.912 (Peterson, C.)
A bill to amend the Internal Revenue Code of 1986 to repeal the limitation on passive
activity Iowa and credit., provide an accelerated depreciation schedule for real estate,
macre the investment tax credit, allow a deduction for certain capital gains, restore and
increese the deduction for health insurance costa of pelf-employed individuals, restore
income averaging, and reduce social security taxes and remove the ceiling on wages subject
to such taxes.

H.R.946 (Dicks)
A bill to amend the Public Health Service Mt and the Social Security Act to increame the
&vendibility of primary and preventive heelth care, and for other purpoefe.

H.R.1038 (Byrne)
A bill to direct the Secretary of Health and Human Services to provide Federal minimum
mandards for health insurance for the elderly, and to amend title XVIII of the Social
Security Act for the purpose of directing the Secretary to gaudy methods of further
improving the regulation of health insurance for the elderly and to evaluate methods by
which the Medicare program could more fully meet the health insurance needs of the
elderly.

H.R.1130 (Santorum)
A bill to enable the Secretary of Health and Human Services to carry out activities to
reduce waste and frsud under the Medicare program.

11.R.1176 (Pomeroy)
A bill to amend chapter 17 of title 38, United States Code, to eatabliah program of rural
health-care clinics, and for other purposes.

H.R.1200 (McDermott)
A bill to provide for health care for every American and to control the cost of the health
we system.

Iwgialation Introduced in the Senate

8.18 (Specter)
A bill to provide improved access to health care, enhance informed individual choice
regsrding health care services, lower health care coats through the use of appropriate
providers, improve the quality of health care, improve access to long-term care, and for
other purpoess.

ELM (McCain)
A bill to improve the health of the Nation's children, and for other purpcoes.
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8.190 (Helms)
A bill to amend the Internal Revenue Code of 1986 to allow the one-time exclusion or gain
from soh of a principal resident to be taken before age 56 if the taxpayer or family
member suffers a catastrophic illness.

KM (Kennedy)
A bill to emend the Public Health Service Act to improve the quality of long-tarm eare
insurance through the establishment of Federal standards, and for other purpoese.

8.223 (Cohen)
A bill to contain health care costs and increase access to affordable health care, and for
other purpose..

8.241 (Pxyor)
A bill to provide incentives to health care providers serving rural areas, to provide grants
to county health departments providing preventative health services within rural areas,
to ortablish State Health Service Corps demonetration projects, and for other purposes.

13.325 (Koseebetun)
A bill to provide for comprehensive health cars access expansion and wet control through
reform and simplification of private health care insurance and other means.

8.329 (Bums)
A bill to amend the Internal Revenue Code of 1986 to extend for 6 months the deduction
for health insurance costs of *elf-employed iodividuals.

ELMO (Dorval
A bill to amend the Internal Revenue Code of 1986 to extend the deduction for health
insurance coats of self-employed individual, for an indefinite period, and to incr...e the
amount of such deduction.

84111 (Deacble)
A bill to amend the Internal Revenue Code of 1986 to make permanent, and to increase
to 100 percent, the deduction of self-employed individuals for health insurance costs.

8.453 (Conrad)
A bill to amend chapter 17 of title 98, United States Code, to establish program of rural
health-care clinics, and for other purposes.

8.491 (Wellstone)
A bill to provide health care for every American and to control the con of the health care
system.

8.493 (Cohen)
A bill to amend the Public Health Service Act to facilitate the entering into of cooperative
agreements between hospitals for the purpoee of enabling euch horpitals to share
expensive medical or high technoloN equipment or service., end for other purpose..

8.571 (Durenberger)
A bill to amend the Internal Revenue Code of 1986 to permanently increase the deductible
heed) ineurance wets for selfamployed

8.572 (Durenberger)
A bill to amend the Internal Revenue Code of 1986 to make permanent the deduction for
health insurance coots for self-employed individuals.
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ORGANIZATIONS

There are many organizations interested in health care reform. Some organisations may
la, able to provide information by correspondence or list of publications available for sale.
The list of books wlich follows is a selection of the many available guides to organizations.

1999 Handbook: a directory of healthcare meetings and conventions. Atlanta, Gs., Healthcare
Convention & Exhibitors Msociation, 1992. 81st edition. 386 p.

Clearinghouse directory, a 1991-92 guide to information clearinghousee and their mounts,
eerviees, and publications. First edition. Detroit, Gale Research, 1991.

Detwiler directory of medical market sources. Warsaw, Ind., SM. Detwiler 4 Associates, Inc.,
1992. 204 p.

Encyclopedia of governmental advisory organisations, 1992-93. 8th edition. Detroit, MI, Gale
Research Co., 1992. 2 v.

Use the name and keyword index in Volume 1, Part 3.
'A reference guide to approximately 5,000 permanent, continuing, and ad hoc U.S.

preeidential advisory committees, congressional advisory committeee, and other agencies.'

Health & medical care directory. Niagara Falls, N.Y., Yellow Pages of America, Inc., 1992.
676 p.

'The national yellow pages directory of organizations providing goods and services
to the American health care industry.'

The Health care 500: a complete guide to the moat influential health policy makers in the in
the United States, 1991. N.Y., Faulkner & Gray, Inc., 1991. 1 v.

'Document brinp together information about the matt influential people at the
national, date, and local government level, in ti e sprawling health care industry, and in
the academic and research institutions across (ne country.'

Health groups in Washington: directory. New York, National Health Council, Inc., 1992.
(Government relations handbook eerie.)

Medical & health information directory, 1992-93. Detroit, MI, Gale Research Co., 1992. 8 v.

National health directory, 1992. Gaithersburg, MD, An Aspen Publication, 1992. 643 p.
'Complete directory, including names, tithe, addressee and telephone numbers of

more than 11,500 'key information sources' on health programa and legislation.'
Tba 1993 edition will be available in July.

Public policy and Catholic healthcare organizations: action steps for effective grassroots
advocacy. St. Louis, MO, Catholic Health Amociation of the United States, 1989. 54 p.

Washington information directory, 1992-93. Waohington, Congreesional Quarterly. 1118 p.
This directory, which is updated yearly, lists both governmental and

nongovernmental organisations with headquarters or brench offices in Waehington, D.C.

Washington reprecientatives; who does what for whom in the nation's capital, 1992. Sixteenth
edition. Waehington, Columbia Books, Inc., 1993.

'A compilstion of Washington representatives of the major national aseociations,
labor unions and U.S. companies, registered foreign agents, lobbyiats, lawyers, law firma
and special intereet group', together with their clients and areas of legielative and
regulatory concern.'
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Sonm asamples of the groups that are interested in health care reform are:

AFL-CIO, 816 16th St. N.W., Washington, D.C. 20006

American Academy of Family Physicians (AAFP), 2021 Maas. Ave. N.W., Washington, D.C.
20036

American Association of Nurses (ANA), 2429 Pershing Road, Kansas City, MO 64108

American Amociation of Retired Pareons (AARP), Health Care Campaign, 1909 K St.
N.W., Washington, 20049

American Dental Association, 1111 14th St. N.W., Washington, D.C. 20006

American Hospital Association (AHA), 840 N. Lake Shore Dr., CL'cago, IL 60611

American Medical Association (AMA), 515 North State St, Chicago, IL 60610

American Pharmaceutical Association, 2215 Constitution Ave. N.W., Washington, D.C.
20037

BlueCroas/BlueShield Association, Metropolitan Square, 655 15th St. N.W., Suite 350,
Washington, D.C. 20005

Committee for National Health Insurance (CNHI), 1757 N. St. N.W., Washington, D.C.
20036

Employee Benefit Research Institute (EBRD, 2121 K St. N.W., Suite 600, Washington,
D.C. 20037

Families, USA, 1334 G St. N.W., Washington, D.C. 20005

Federation of American Health Systems, 1111 19th St. N.W., Washington, D.C. 20036

Group Health Association of America, Inc. (GHAA), 1129 20th St. N.W., Suite 600,
Washington 20036

Health Insurance Amociation of America (MAA), 1025 Connecticut Ave. N.W.,
Washington, 20036

Healthcare Leadership Council, 1500 K St. N.W., #350, Washington, D.C. 20005

Intergovern mental Health Policy Project (IHHP), 2011 Eye St. N.W., Washington, D.C.
20006

Kaiser Family Foundation, 2400 Sand Hill Road, Menlo Park, CA 94025

National Association of Counties, 440 1st St. N.W., Washington, D.C. 20001

National Association of Health Underwriters (NAHU), 1000 Connecticut Ave. N.W.,
Washington, D.C. 20036

National Association of State Mental Health Program Directors, 66 Canal Center Plaza,
Suite 302, Alexandria, VA 22314

National Federation of Independent Business', 600 Maryland Ave. S.W., Suite 700,
Washington, D.C. 20024

National Health Policy Forum (NHPF), 2011 Eye St. N.W., Washington, D.C. 20006

National Governors' Association, 444 N. Capitol St. N.W., Washington, D.C. 20001

National Leadership Coalition for Health Care Reform, 655 13th St. N.W., Washington,
D.C. 20004
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National Mental Health Association, 1021 Prince St, Alexandria, VA 22314 ON-LOCK

Project Hope, Center for Health Affairs, Two Wisconsin Circle, Suite soo, chavy Cheek
MD 20815

Public Citisen, Health Research Group, 2000 P St. N.W., %Abington, D.C. 20038

Robert Wood Johnson Foundation, U.S. Route 1 & College Road East, Princeton, NJ
08619-2316
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PUBLICATIONS RELATING TO THE 1993-94

HIGH SCHOOL DEBATE TOPIC

NATIONAL HEALTH CARE: How Can the Tedetal Govetnment Incneue Acceaa
to Neatth Cane to United Statea Citizena?

Adolescent Health, Volume 3: Crosscutting Issues in the Delivery of
--Health and Related Services.

Inctudea 'aectiona on: majoe idbued
pentaining to the detioeny o6 heatth easuice6 to adoleacenta;
6inanc2at accesa to heatth arnica; iaeues in the detiveny o6
senvices to aetected pimps o6 adoZescents; the note o6 fedenatagenciea in adoteacent heatUu and bunden o6 heath ptobtems amongUnited Statea aJoteacent.s. 1991: 312 p.; ill.

Y 3.7 22/2:2 Ad 7/21v.3 S/N 052-003-01236-7 $13.00

Does Health Insurance Make a Difference?, Background Paper.
Review, the acienic Lite/tato/se. 'Linking heaLth inaunance ata.tua
with acceaa to and the aae o6 health arnica, and with individu t
,.heatth outcomes. 1992: 90 p.; ill.

3.7 22/2:2 H 34/6 S/N 052-003-01301-1 5.00

Educational Differences in Health Status and Health Care.
Pnesents eatimates o6 buic heatth chanacteniatica by detaiYed
yaw o6 onWeation, with the heatth chanactenistits inctuding
timitation o6 activity due to chnonic conditions, neatnicted-
activity daya, nespondent-asseseed heatth atatus, phyaician con-
tacts, ahont-otay hoapitat dischangea and daya, incidence 06 acute
conditions, and pnevatence o6 chnonic conditions. 1991: 72 p.

HE 20.6209:10/179
S/N 017-022-01147-6

Evaluation of the Oregon Medicaid Proposal.
Examinea lOnegon'apnopozed novel heath cane ccnancing pnognam in detait. The

pnopaed pnognam is pnemised on two baaic ahaumptiona: unin-amed noon people ahoutd have pubtictg Landed health
cane covenage;

and cooenage 60n the pool: can be made 0.66ondabte to the taxpayena
though a combination o6 two mechaniama. 1992: 335 p.; ill.

S/N 052-003-01297-9

4.00

17.00

Guide to Health Insurance for People With Medicare: 1993.
---Diacuzaea: what Med/cane paya and doesn't pay; typt4 o6 ptivateheath inaunance; tins on ahopping pkivate heath insunance;and ten atandartd Medigap inaonance ptana. Sotd in packages o6

50 copies onty. 1993: 35 p.

S/N 017-060-00554-8 42.00
Per Package
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Page 2 High School Debate Topic

Health Benefits and the Workforce. Paovides 6iiteen studies on
--the emptoyment and heatth inaurtance 06 pms and ueakeu, monitorting

health insuaance ma/1.feet we-time and states tegiatative activitiea,
and modeling the impact o6 attertnative rte6ortm paapoeate. 1992:
279 p.; ill.

L 1.2:8 34/6 S/N 029-000-00442-1

Health Care Financing Review. (Quarterly and Annual Issue.)
-Contain§ aaticles &dating to heatth cake 6inancing. Subscription
price: Domestic - $19.00 a year; Foreign - $23.75 a year. Single
copy price: Domestic - $11.00 a copy; Foreign - $13.75 a copy.
Annual Issue: Domestic - $6.50 a copy; Foreign - $8.12 a copy.
File Code 2Q. List ID HFRQ.

HE 22.18: 5/11 717-011-00000-7

Health Care Financing Status Report: Research and Demonstrations
---in Health Care, 1992. 1993: 185 p.

HE 22.16/2:992 VLP 18 S/N 017-060-00555-6

$14.00

11.00

Health Care in Rural America. AbSedbeh the epeciat paohteme in
--detivening heath cane in auxat aneas. These paobtems inctude:

rtecauiting and aetaining hoapitatpertaonnet; diffisutry in pao-
viding medicat technotogiee that axe commonly avaitable in urtban
akeas; and a /coated inartease in surtat hoapitat ctoaurtea. 1990:
567 p.; ill.

Y 3.T 22/2:2 H 34/5 5/N 052-003-01205-7 22.00

Health Care Resource Book, December 20, 1991. Inctades sectione
on: heal-VI carte expendituaes; health insuaance; and access and
outtomea. 1991: 133 p.; ill, revised ed.

Y 4.W 36:WMCP 102-31 S/N 052-070-06788-8 6.00

Health Insurance Coverage: 1987-1990. Paesenta quantertty eatimate.s
o6 the extent and type o6 health inaurtance covertage (and the
chasacteniatics 06 those who tacked imurtancel 6rtom the 6irtat
guarttert o6 1989 to the 6ourtth guantert 06 1990. At.ao examines the
extent to unich peoptc aae cove/Led by health inaurtance overt a 28-
month pertiod beginning in Octobes 1986. 1992: 44 p.; ill.

S/N 803-044-00017-1 3.00

Health Status of Minorities and Low-Income Groups. lncludea
aectiona on: vitat statistics; paevention; aepaoductive health;
chtonio and acute diseoze condi ions; injutice; human immunode-
6Lciency vifw.s in6ection; dentat heatth; mentat health; health
06 olden Ammicans; utitization 06 health au:vices; and health
inaurtance coveaage and heath eau expenditmes. 1991: 380 p.; ill.

HE 20.9302:11 66/3/991 S/N 017-000-00257-1 18.00

Health, United States, 1991, and Prevention Profile. Ptovidea 143
detailed tables on: health 'statua and deteaminante; use 06 health

sesolace4; health cane aesouaces; and health carte expenditurtes.
1992: 347 p.; ill.

HE 20.6223:991 S/N 017-022-01156-5 18.00

Healthy People 2000: National Health Promotion and Disease Prevention
Objectives, Full Report, With Commentary. Containa a nationat
staategy 6ort eigniiiicantty imprtoving the health 06 the Nation by
the yea,: 2000. Discusses the psevention 06 majort chrtonic ittnesees,
injuties. and in6ectioue. diseases. 1991: 702 p.; ill.

HE 20.2:0 6318/report S/N 017-001-00474-0

Summary to the above. 1991: 164 p.; ill.
HE 20.2:0 63/8 S/N 017-001-00473-1

31.00

9.00



567

High School Debate Topic Page 3

locating Resources for Healthy People 2000 Health Promotion Projects.
---Liata ptvate omanizations, pub.tic agencies, and in6mmation

teaoutce4 that can ptovide tesoutcea to hetp achieve the goats 0 6
"Heatthy Peopte 2000." Atao inctudea a Zia o6 ackonyma, a gtosaany,
a bibtiogtaphy, and a anmpte gtant apptienlion 6otm. 1991:
60 p.; ill. HE 20.2:H 34/22 S/N 017-001-00477-4

President's Comprehensive Health Reform Program, February 6, 1992.
.

hem/V.4 Pteaident Buah'e. ptan iot comptehensive health cote teiottm.
The ptan "ia a comptehensive, manket-boaed ke6okm that buitds on
the attengtha o6 out cuttent ayatem to ptovide access to a66oldabte
hegt-th insmance 6ot att Ameticana." 1992: 96 p.; ill.

Pr 41.2:5 34 S/N 041-001-00369-0

$ 3.25

5.00

Report on H.R. 5502, Health Care Cost Containment and Reform Act
of 1992, July 22, 1992. Vise/144u a bitt which, i6 it becomea a
taw, woutd puvide 6ot heath cane coat containment, heath agatente
xe6otm, expansion o6 heath bene6its and othet heatth inittativez,
and amendments to the Medicate ptogtam. 1992: 94 P.

Y 4.W 36:WMCP 102-47 S/N 052-070-06817-5 3.25

Selected Options for Expanding Health Insurance Coverage. Anatyzes
two major. op/Atone/tea 6ot tubstantintfy neducing the numbet o6 un-
insulted peopte. One woad expand emptoyment-boaed cove/tage, white
the othen wowed coven mote peopte undet Medicaid. 1991: 101 p.

Y 10.2:11 34/4 S/3 052-070-06751-9 5.50

Where to Order

How to Remit

Please Note

Superintendent of Documents
P.O. Box 371954
Pittsburgh, PA 15250-7954

Regulations require payment in advance
of shipment. Check or money order
should be made payable to the Superin-
tendent of Documents. Orders may also
be charged to your Superintendent of
Documents prepaid deposit account with
this Office, MasterCard or VISA. If
credit card is used, please be sure
to include its date of expiration.
Postage stamps are not acceptable.

Supplies of Government documents are
limited and prices are subject to
change without prior notice.
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