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ASSEMBLYMAN HAROLD L. COLBURN, JR. (Chairman): If
everyone'could, please, be seated. We wish to proceed. Dave
has written some comments for me here, and I'm going to use
some of them. Dave, uh-- Dave, what's your last name?

MR. PRICE (Committee Aide): Price. (laughter)

ASSEMBLYMAN COLBURN: I've lost everything in that
last-- At least you could put your name on here. (laughter)
David Price is our number one, nonpartisan, staff member. He
made some nice little comments so that I could introduce the
real reason why we're here this afternoon.

Last year, when the State, overwhelmingly, passed this
question on the ballot having to do with national health
insurance-- And while I voted to put it on the ballot, I must
say that the wording was so wonderful I think it almost said
you didn't have to pay for 1it, or something 1like that. It
seemed to me it would be useful to have a better grasp of just
what the building blocks were of such a program, and as we
tried to find somebody who wouldn}t have a vested interest,
here in New Jersey, my gJosh, we came upon somebody who had
lived in Mount Holly, which used to be my district and in which
I have a medical office even now. We found her through the
National Conference of State Legislatures. Is that what we
call that?

JOY JOHNSON WIULSON: That's right.

ASSEMBLYMAN COLBURN: Okay. I think we pay dues to
that.

MS. WILSON: You do.

ASSEMBLYMAN COLBURN: We invited Joy Wilson up here
and she accepted with alacrity, and I didn't realize that she
was operating—— Her speed 1is slightly reduced as far as
locomotion is concerned right now (referring to her advanced
stage of pregnancy), but she agreed to come, and then she
agreed to let all of this other go ahead of her (referring to
Committee meeting held prior), which I thought was especially

gracious.



7 She has been a staff member of the Pepper Commission.
Is that right? (affirmative response) That means that she's
been exposed to a tremendous variety of opinions. We would
like her to give us some ideas about the building blocks for a
possible national health insurance plan, and she was going to
discuss some of the foreign plans as well. Without further
ado, I would like to thank you, again, for coming here.

MS. WILSON: Thank you for inviting me. It's really a
pleasure to be here, back in New Jersey, where I spent a good
deal of my life. I'm a military brat -—- Air Force brat. We
were stationed at McGuire for two terms, and then my father
retired in Mount Holly. I consider New Jersey my home State,
so, it's kind of fun to be back in Trenton.

I was asked to kind of give an overview on what the
Congress 1s contemplating in terms of health care reform, and
to also talk a 1little bit about some of the international
systems and how they differ from what we have and the
possibilities of using some of that information in our efforts
to reform our system. That's a pretty broad mandate. What
I've decided to do was try to give a broad overview, identify
the major reform models, and talk a little bit about Canada,
Japan, and West Germany, as the foreign models that we might
look at.

In terms of the handouts: The handouts will provide
you a little bit of detail on a number of Congressional
proposals. I can't give you something on all of them, because
my guess 1is that by May or June every member of Congress will
have his or her health care reform proposal which may be a
little bit~ different than their neighbor's but not too much --
something that they can write about prior to the election in

November . I'd say we're pretty close-— There are probably
over 100 bills that have been introduced so far, and they
represent a broad range of models. So, I will touch on the

major models and tell you the different bells and whistles that



you can attach to each to make it a little different, and talk
about some of the pros and cons.

I should probably tell you a little bit about what I
do, so that you know where I'm coming from. I am the staff
person for the Health Committee of the National Conference of
State Legislatures. That 1s the Conference's policy-making
Committee, and we deal with all health care issues including
health care reform.

The Conference 1is a bipartisan organization. Each
State pays dues to our organization, and we represent the 50
states, the territories, Puerto Rico, and the District of
Columbia, most recently. So, I 1lobby on behalf of state
legislatures. I lobby to Congress, and the Administration on
health care issues. That's my job. I took a leave of absence
for a year and was on the staff of the Pepper Commission,
which, as you probably know, was a Congressional effort to get

health care reform. As you probably know, the Pepper
Commission recommended -- not unanimously, but did recommend by
majority -—- a play or pay model. I will talk a 1little bit

about play or pay in a few minutes.

I think in order to start talking about health care
reform, we've got to look a little bit at what we've got now.
I think, probably —-- as models go -— our model is probably the
most diffic¢ult to explain. If I were a foreigner I'm not sure
I would understand what it 1is Americans do. If I had to read
how we operate our health care system, I think I would leave
very confused.

Basically, we have an employer-based system. Most
people who are 1insured get their insurance through their
employer. If your employer is a large employer you get group
coverage. If you are employed by a small employer you get
group coverage, but it's a little bit different, and it's very
important to note that the insurance that is available to small
employers 1is different in many ways than those products that



are available to larger employers. Then, for the
self-employed, there is the individual insurance market, where
you as an 1individual go to an agent and obtain insurance
coverage, and that is different than either the group coverage
or the small group coverage. It's important to note that those
differences exist.

In addition to the private insurance market we have
Medicaid, which -- contrary to what many people believe -- is
not the health care program for all poor people. It 1s a
health care program for certain catedories of poor people.
When it was initiated it was pretty much limited to women and
their dependents, and the disabled. We have, through a series
of Federal mandates and state options, expanded coverage under
the Medicaid program so that it now covers a somewhat broader
group of the poor. However, it is not a health care program
for poor people. It is a health care program for poor people
who receive Aid to Families with Dependent Children, or SSI,
primarily. There are some other additional groups, but those
are the main ones. )

We also have Medicare, which 1is for qualifying
disabled people and people over age 65. It is an acute care
program. It is not a long-term care program. We also have,
and this 1is almost never mentioned, a whole separate system for
veterans and military people. It 1is a huge system that
operates autonomously from the rest of the system. Then we
have people that don't qualify for any of- those things, and
those are the 37 million people who are uninsured in America.

I think it's important to note that the 37 million, or
however many -- that's a number in dispute, but the one that's
most often used -- is not a static group. Because our coverage
is tied to employment, as people become employed and unemployed
they become insured and uninsured. So, the 37 million people
are not the same 37 million today as it was yesterday, and it
will be a different group tomorrow. I think that's important



to note. In any given year, someone may have ccverage for two
months, three months, or six months, but they might not have
coverage when they're sick. This is not a new problem.

The working poor has always had this problem of
rolling insurance coverage. I think spiralling costs, and the
fact of our changing employment demographics have made the
health insurance situation more noticeable. As we move towards
a small employer economy we're downsizing, and our growth is in
small employers -- small businesses -- as opposed to major
manufacturing.

If you 1look at what kinds of employers are least
likely to provide health insurance you will find that it 1is
small employers that are least 1likely. So, as that sector
grows, you have a growing number of people who are ‘falling
outside of our covered categories. The other thing is that, we
are unions, and a lot of the major manufacturing where unions
were concentrated are downsizing, and those unionized employees
that had very nice benefits under the union plan are finding
that those benefits were because they were part of a union plan
and benefits outside of that are not the same or maybe
nonexistent, 1f they go and work for a small employer. So,
people are beginning to find that what they thought everybody
had--

As long as you have health care coverage—- If you
work in a large group, you think everybody must have what you
have. We're finding that 1it's not that simple. The other
things  is that as health care costs spiral, all empleyers are
ratcheting down on health benefits. So, what you see, and many
of us haVe experienced this, 1is 1larger deductibles, larger
copays, higher premiums, and what I call disappearing coverages.

As open season rolls around, once a year, 1t behooves
you to look very closely at the materials they send you,
because oftentimes you will see that either they have
eliminated benefits, or cut back on benefits 1in terms of



numbers of days or parts of the coverages. And as that
happens, people become less satisfied with their health care
coverage.

I don't know that we've reached a crisis yet, but we
are at least reading about health care reform more in the
papers, magazines, and we're hearing about it on TV and on
radio. I think 1t 1is clear that we as a nation have not
reached a consensus on what to do yet. We all seem to agree
that everyone should have coverage. We all seem to agree that
somebody else should pay for it, and therein lies the rub.

While I was on the staff of the Pepper Commission,
which 1is a homogeneous group compared to the group that I'm
working for now, I think as a staff we all felt that if we get
a bunch of really smart people together, and well connected
politicians -- which certainly was represented on the Pepper
Commission —-- that surely we could come up with a health care
plan that would pass muster, and would get everybody's
support. I was, certainly, optimistic as a staff person.

I thought I was pretty pragmatic. I'd been in
politics a pretty long time. I can tell you now that I'm a lot
smarter now than when I went in, and this is a tough, tough,
issue. There are hard, hard, questions, and there's no silver
bullet here.

I think what I'd 1like to do 1is talk about the
different ways that we can approach health care reform, and
tell you flat out that they all have pros and cons that are
very serious ones. You can't do health care- eeform on the
cheap, and you can't do it without making somebody cry,
"Ouch." T think, ultimately, we'll all have to hold our noses
and dive in and take our loss, but I've not seen any indication
that we're ready to do that yet. But in preparation, let me
talk a little bit about the different ways of approaching
health care reform in light of our current system.



I think one of the things-- A key area where people
don't agree is whether we need to approach cost first, or
access first. It's something of a chicken and an egg
situation, really, but it's a major area where people split
off. I am of the opinion that as long as we have 37 million
people outside of the system -- that come into the system at
the absolute highest cost when they enter the system, we cannot
have cost containment. Therefore, unless we address access we
cannot address cost.

There are people that don't feel that way, and they
feel that we must first try to rein in cost. I'm not sure how
you do that and not deal with all of those people out there who
are coming into the emergency room requiring surgery. Perhaps,
if they had had coverage, some medication or a physician visit,
it might have sufficed. That is a key issue that we have to
deal with as a country, and it has some bearing on the approach
that one takes towards health care reform.

There are other issues other than the fact that there
are 37 million people that are uninsured, that impact on cost.
Among them are technology. We are very technology strong in

the United States. We spend a lot of money on research and
development, and we have, probably, more technology than--
I'l1l remember that acronym in a minute. I know what you're
asking.

ASSEMBLYMAN ROMANO: No, no, I wasn't asking you. I
thought that he might have known. I pointed toward the APPWP.
I couldn't find it anywhere here. I wasn't trying to disturb
your session. I asked him if he knew.

MS. WILSON: It's on the handout. He wants to know
who wrote it, and I wrote it down in--

ASSEMBLYMAN ROMANO: No. What's APPWP?

UNIDENTIFIED SPEAKER FROM THE COMMITTEE: That's who
did it.



MS. WILSON: Right. It's a private pension

organization--
ASSEMBLYMAN ROMANO: Okay. Okay.
MS. WILSON: --that put this handy-dandy together.

ASSEMBLYMAN ROMANO: I didn't know what the acronym-—-

MS. WILSON: I'll get the full name of it for you, or
it will come to me -- one or the other.

So, we are high wusers of technology. We use more
technology than any other country in the world. We develop
more technology, and that does add to the cost. We also have
an aging society. Although our demographics are not
necessarily-—- We're not aging any more quickly than, say, the
Japanese, but our costs are higher. We do have to deal with
AIDS. It will be a major impact on health care costs over time.

Clearly, our malpractice system puts stresses on our
system that don't exist in other countries, and I'll talk a
little bit about that. Often mentioned are the poor health
habits that Americans have, in terms of smoking, drinking,
nutrition, and the fact that we have not really put a lot of
effort into preventive health. We've been primarily an acute

care based society. Finally, we have -- because of our mixed
system -- very high administrative costs compared to other
countries. These are all things that contribute to our

spiralling health care costs.

In looking at different ways of reforming our system,
there are three major ways of looking at it:

* There is the slash and burn and build from scratch,
which is the single payer Canadian system that you hear about.

*— There 1is play or pay, which 1is really keep our
current system, but make it quasi mandatory.

* Then there is the finger 1in the dike approach,
which is the incremental approach where you try and take our
current system with all of its worts and fine-tune it.



Right now in Congress there have been several single
payer bills that have been introduced. The major bills are
considered to be the play and pay ones. Senator Mitchell,
Senator Rockefeller, Congressman Waxman, and Congressman
Rostenkowskil have all introduced play or pay proposals. Then,
finally, there has been a hodgepodge of 1incremental step
bills. Among the incremental steps that one can take it would
include small group insurance reform.

You remember, I mentioned how the insurance that is
‘provided to small employers 1is different 1in nature than that
larger groups receive, and there 1is a lot of effort, right now,
being concentrated on trying to correct some the problems in
that area. Malpractice reforms, practice parameters for
physicians, Medicaid expansions, and tax credits are all
incremental approaches to expand access under the current
system.

Then, finally, there's state experimentation that,
basically, involves states doing their own thing, trying to
develop a statewide comprehensive approach to health care
reform. Now, on a single payer system, there are lots of ways
you can do it. I think the most common model that people think
about is the Canadian model, where the Federal government sets
broad guidelines. The health care program is administered by
the provinces -- which are states for us -—- and hospitals work
under a global budget, and physicians work wunder a fee
schedule. That's kind of the broad confines of it. Basically,
there 'is one rate, one payer. There's no price competition
kinds of things. Everybody is eligible for health insurance,
and they don't pay per visit. They pay in taxes. The Canadian
system is tax funded, both from Federal taxes and then local
taxes.

That's the gist of a single payer system, and 1n
America it would be-- Some people have said, 1it's 1like
expanding Medicare to all of the people, as opposed to Just



people age 65 and older. Now, anybody that's dealt with
Medicare-— A lot of elderly people have said, "Gee, that makes
me nervous, to think that you'd want to expand Medicare to the
rest of the folks."

I do my parents' Medicare claims, and I can tell you
that 1it's pretty complex. Under the single payer system you
wouldn't have all of the forms, which is the other main
advantage to a single payer system. You don't have to file the
claims and all of that stuff. The doctor files the claims with
the Federal government and receives payment, and he knows what
the payment will be, because it's according to a fee schedule.
So, it's very simplified.

The political problem with the single payer system is
that it pretty much eliminates private health insurance,
because the benefit 1is nationally drawn and the only role for
private health insurance are for benefits that would not be
part of the national plan. So, private insurance would provide
wraparound coverage. For instance: The national plan may
cover a semiprivate room. You could buy coverage that would
pay for the private room. Perhaps, the national plan doesn't
cover prescription drugs, and you could buy coverage for
prescription drugs. That would be the role of private
insurance under most single payer systems.

Consequently, private 1insurers are not particularly
favorable to that kind of a system. Physicians, typically,
oppose national fee schedules, and consequently, have not been
favorably disposed towards single payer systems that would
establish some sort of national fee schedule. In terms of
. being able to work in the United States, I think politically it
would be very difficult to make that happen. 1It's not what we
typically do when we reform something. - We usually build on
existing. We don't usually start from scratch, but we'll see.
That is one approach that could be taken.

10



I think 1it's 1important to note that under a single
payer system it could either be Federally administered or state
administered. There 1is nothing that says it has to be one way
or the other. There are different concerns from different
people depending on how they feel about the ability of the
states or the Federal government to administer health care
programs. So, that's a bell or whistle you might add on a
single payer system: Who would be the administrating agency?

The other rub -- and this 1is particularly interesting
to state legislators -—- is who pays, and what is the role of
the state in paying towards a single payer system? That always
makes for interesting discussions.

Under a play or pay, there. are kinds of gradations.
Play or pay could almost be an employer mandate, depending on
where you put the penalty. Basically, under a play or pay
model, employers are suppose to either cover their employees or
pay a tax. Now, depending on where the tax 1is set, that
determines whether an employer is going to opt to seek coverage
on his own or pay the tax.

Of course, there is a point at which you could put the
tax so high that 1it's a mandate, or you could put it so low
that employers will go, "Why should I bother? I'l1l pay the

tax. That's the concern that you often hear about play or pay
being national health 1insurance: Because, to the extent that
the tax 1is 1low and everybody's part of the public plan, you
have a Federally funded health care program for everybody. To
the extent that the tax 1is very high, you're requiring,
basically, an employer to provide coverage. So, it's critical
where the tax 1s set. That is an issue. The other is, because
it is building on our current employer based system, by its
definition it means that there will be people outside the
system.

People who are unemployed automatically are outside of

play or pay. So, there has to be a residual public program to
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cover people who fall outside of the employer based system. Of
course, there's a lot of concern about what that public plan
might look like. Many legislators are concerned it might look
like Medicaid, and we all are very familiar with the shortfalls
of Medicaid. It is a major concern; how we can construct a
public program that serves the people who fall outside the
system, but does not look terribly much like Medicaid and does
not have the problems that Medicaid has.

Clearly, there has to be a public program, and
depending on where the tax is set, that will determine the size
of the public program. There is also the concern about how an
employer mandate -- play or pay —- effort would affect small
businesses. It is clear that small businesses will be more
impacted than larger businesses because they're less able to
shift additional cost onto the consumer, for competitive
reasons. Consequently, most play or pay models have some sort
of special section for small businesses where they try to
lessen the burden on small businesses either by phasing the tax
in over a longer period of time, providing tax credits or some
sort of governmeﬁt subsidy to small businesses. That is
clearly a very important issue 1if you're going to look at a
play or pay type model.

Then there are the incremental approaches, and they
are numerous. I will run through a series of them and talk a
little bit about the pros and cons, and how they fit into the
universal scheme of things. The one that I think 1is most
likely -- we may actually get some legislation this year -——
would be small group reform. I'll spend a little bit of time
talking about that. I think it's very important, given that
small employers are a growth industry in the United States.

I think that-- An interesting thing, when I was on
the Pepper Commission stéff, was that the Commissioners didn't
agree 100 percent on a whole lot of things, but they all agreed
that the small group market was nonfunctional, and that's very

12



important. We had bipartisan agreement that health insurance
for small employers was broke, and something needed to be
done. I think that's important because a lot of the ways to
fix it do not cost the Federal government a dime.

So, here we are in an election year, and we have very
little consensus on big picture health care reform. We have a
lot of consensus on this piece, and 1it's budget neutral. So,
if I had to handicap any of these proposals I'm talking about,
I would say small group reform is above the 50/50. It has some
problems, and 1I'll go through some of those. I think,
politically, it 1is the most 1likely first step if Congress is
going to do anything on health care reform in the near term.

Now, what 1is broke about the small group market? One
of the things-- If you work for a large company you have a
benefits manager. The benefits manager goes out and negotiates
your benefits for you, basically.

If you worked for Mabel's Yarn Shop, Mabel 1is the
benefits manager. She's the proprietor. She does everything.
She will see a series of insurance agents who will try to sell
her a policy. Of course Mabel's Yarn Shop—- She would
probably have to go find them. Let's say we've got Joe's
Plumbing. Joe 1is the proprietor. He's got five, 23-year-old
guys —-- hunks -- very healthy. They'll come to him. It will
be a series of insurance agents that will come and see Joe.
Mabel has three 1ladies all over 50, and they all have high
blood pressure. She has to go and find the agents.

Now, one of the things that's different 1is, in a large
group, they do not medically underwrite. Th2y take everybody.
If your dgroup is large, you're negotiating on money, mostly:
deductibles, copays, premiums —-- that kind of thing. Mabel and
Joe are going to be negotiating on whether the insurance
company is willing to cover all the people or not because when
you work for a large company, you typically -- at least up
until now; things are changing -- did not have to take a

13



physical to get your health care coverage. You picked whether
you wanted the HMO, the fee for service, or whatever, and you
signed a form and you were covered. Not so in the small group
market.

In the small group market they can require not only
that the employees take physicals, but their dependents as
well. This 1is called medical underwriting, and the insurance
company can decide whether or not they wish to cover all of the
people that work 1in any given entity. Now, what typically
happens in businesses like Joe's Plumbing that has the hunks,
the insurance agents are beating each other down trying to find
these pléces and cover these folks, because unless they have a
motorcycle and ride around with no helmet, they're probably not
going to get sick. So, you've got high probability that you're
going to get premiums in, and not pay out.

They run from people like Mabel, because nine times
out of 10 you're at least'going to have to pay for high blood
pressure medicine or something connected with their health
conditions. So, what happens is, in order to get Joe to sign
on with you, you offer him below market rates, because you want
to get Joe locked in. When you get to Mabel, you'll say, "Gee,
Mabel, you caught me. I'm going to have to talk to you, and I
will offer you some insurance, but I want your arm and your
leg, and I don't want to cover Mrs. Brown." So, as a
proprietor, you have to then decide whether you want to take
that coverage and not cover one of your employees. In a small
business that's more difficult than even a large business,
because you have to look at this person every day, or you're
going to have to go find some other insurance company that will
provide that coverage. That is a major problem in the small
group market.

There are some businesses who just can't find anybody
that's interested in their business, period. Then you have
some who get coverage-- Let's say, in Mabel's Yarn Shop none

14



of them had high blood pressure to start with, but sometimes
during the year of coverage, one of them developed high blood
pressure. When renewal time comes around, they double the
premium and go, "Well, you can stay with us, but you'll have to
pay twice as much." This creaming of small business has been a
major problem in the small group market, and something that
everybody has wanted to do something about. The other thing is
that there's a lot of turnover in small businesses, and the
benefits are not portable, which means that if you were so
lucky to work for a small company and get insured, 1if you leave
that company and go work for another small company, there is a
fairly decent likelihood that you may not get coverage at the
new employer. So, that has been another major problem.

Now, in order to deal with these problems there are a
number of things you can do: One, forbid insurance companies
from underwriting. That sounds like a good thing to do, but on
the other hand the insurance company will say, "You're making
us take people who we know are going to be sick. That's not
insurance." There's that tension there. Who's going to pay
for these high cost people? How are we going to spread that
risk? We Kknow these people are sick. This does not make
sense. This does not make business sense for us as an
insurer. The only way that they will do that is 1if everybody
has to take sick people.

Then they say, "If you make us all spread this risk,
we think that the really sick people should be put in a
different category, then we'll spread that risk around again.
Oftentimes they want that risk management to be underwritten by
government~ So, it's just something to think about.

The other things that happens is that-— What you want
to do is equalize the market, so that people who are getting
below market rates will be brought up to market, and people
that were paying far above market rates will come closer to
market, so that Mabel's premiums will go down, but Joe's
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premiums will go up under insurance reform, and that, too,
creates a problem. There will be a significant number of
businesses that will see premium increases under insurance
reform.

So, insurance reform, on its face, impacts
availability, not affordability. To address affordability
you're talking about some subsidization either for the business
owner or for the employee on the premium side, to help as this
adjustment takes place. The other impact is that you may have
companies, that were providing insurance, drop out because of
rising premiums. We don't know very much about exactly where
that point is, because we don't have much experience. We do
know that in this recession it 1is very unlikely that businesses
will be picking up new benefits regardless of availability,
just because small businesses are disproportionately affected
by recession, as they are in any other business costs.

So, in terms of timing, this may not be a very good
time for small group reform -- in terms of increasing access --
but it probably 1is very important and something that must be
done. But people have to understand what it will do, and that
there will be some displacements that are caused as we equalize
that market and take care of some of the abuses 1in that
market. So, I give that a 60-40 chance this year 1in the
Congress, mainly because in the Federal budget it's zero.

Now, there will be costs at the state level, and let
me just flag that for you. You will accrue some costs, both in
terms of possibly people falling out of their insured status
and then becoming uninsured, which you pick up somewhere along
the line. ™ There's also the issue of this reinsurance: Taking
the very high risk people and covering them in some way. That
will probably end up being a cost to the state in one way or
another. So, I throw that out as something that I think--

A lot of states are 1looking at, and have adopted,
small group reform. Unfortunately, most of them are just
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nderway, and we've not evaluated them yet. We don't
the full ‘impact is. One of the things we have found
‘here hasn't been a large increase in enrollments. So,
done a whole lot on the access side, but in terms of
out the market, I think that's something that has yet
luated.
Malpractice reform: Certainly at the state level
een a number of cycles of malpractice reform, which is
to 1lessen the amount of defensive medicine that's
by physicians. I could probably argue both sides of
ne, it would make absolutely no difference, and the
t would be a tremendous help. And I could find
tion to back up either.
There are a 1lot of peopie that feel very strongly
and for that reason, actually, in Congress they've not
e to move malpractice reform 1legislation very far.
', 1t comes down to a war between the trial lawyers and
ors, and everybody gets very bloody, and nothing
At the state 1level there's some evidence that
ce reforms do lower premiums for physicians, but not
jence that it lessens the amount of defensive medicine
That's very hard to measure, so I'm not quite sure
evaluate the effect on the practice of defensive
but that 1is a major effort. It 1is part of the
.'s package, as a small group reform.
The other thing 1is practice parameters. One of the
1at comes up is that physicians do too many procedures
ny people, that are unneccessary. So, the development
tice gquidelines and effectiveness measures would
'-— Some people call it cookbook medicine, where for
Jnosis there would be prescribed treatments. It also
.ate to malpractice, in that, if a physician-- If you
ch a sore throat and the physician does five things in
:ice guidelines that they say you're supposed to do --—
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if someone cames in with a sore throat and it turns out that

you had throat cancer and not strep throat -- he can say, "I
followed the <correct procedures," and that's a reputable
presumption against malpractice. That's a very bad example,

but that's kind of what is envisioned.

The other thing is to rein in unnecessary testing --—
diagnostic testing. Under these practice parameters, 1if a
physician wanted to- use test that were outside of the
guidelines, he would have to go to some other 1level of
authority and appeal to do those diagnostic tests, where today
he might just -- he or she -- go ahead and perform those
tests. There 1is a fairly 1large contingent, and a lot of
business people think the answer is to expand Medicaid, which
for the legislators here, it means you all pick up the costs.
The people I work for don't really seem to like that idea a
whole lot.

Clearly, 1if not Medicaid -- wunder anything that
retains an employer based system -- there will be a public
program of some sort, and states will probably have some role
in that. So, whether it's a Medicaid expansion or if we rename
it and change some of the bells and whistles-- If we retain an
employer based system, something will exist: Some of Medicaid
will exist, and we'll have to deal with that.

Finally, there's a whole series of proposals that deal
with the tax code. Some of them would provide tax credits at
the back end. Some would be refundable tax credits that you
could get up front. The President's proposal is refundable tax
credits that would really be vouchers, and you could then use
that voucher to purchase private health insurance. There are
different bells and whistles you could put on that, where the
refundable tax credit would be a mandatory thing, and you would
be required to purchase insurance. Others: It's a voluntary
thing, and you might get insurance 1if you felt 1like 1it. The
others have to do with-—-
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There are tax proposals about whether or not you can
deduct medical expenses or whether you would pay taxes on what
they would call excess medical benefits. So, if your employer
were particularly gracious in medical care and provided you
with a Cadillac health care plan, you may end up paying taxes
on the dollar value above a certain level.

Finally, something everybody seems to agree on every
year but because of 1its Federal budget impact it never gets
enacted: If you are self-employed, you can only deduct 25
percent of your health insurance premiums. Everybody agrees
that they should be able to deduct 100 percent, but that costs
a bundle. So, every year there are probably 20 bills that go
in to fix that problem, and they never get enacted. They've
been discussed again this year, and, ultimately, I suppose,
when we do a more comprehensive reform, that particular tax
issue will get settled and will be added into the costs of the
overall program.

Then, there's state experimentation. A 1lot has been
said about: Let states be the 1laboratory for health care
reform. We can see what states do and use that information in
developing a national plan. Certainly, NCSL supports that
notion, and we are pursuing that. However, I must say that we
have some major barriers to state experimentation: Number one
being, the Federal ERISA Law, which precludes states from
regulating self-insured companies. States cannot access
premium taxes, nor can they regulate the benefit packages of
companies that are self-insured.

In some states self-insured companies represent 60
percent of the companies in their state. It is difficult to
envision the state doing comprehensive health care with 60
percent of their employers outside of their regulatory
purview. ERISA 1is really a rension law. It's a tome size
thing. Most of it deals with private pension plans. The
health part of it 1is very small, but 1it's very 1important,
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because without getting some sort of exemption under ERISA a
state could not do, for instance, a state play or pay approach,
because they would not be able to require employers that are
self-insured to cover their employees, for 1instance, nor can
they charge them a premium ‘tax or do anything related to their
provision of health care coverage to their employees.

The other barriers are Medicaid and Medicare, where
states would almost certainly need waivers to the provisions of
those two programs. They would also, probably, need waivers to
the Federal tax code. Finally, a large barrier for state
experimentation 1is the fact that state budgets are 1in such
trouble right now. All of these things work against states
being effective as laboratories. However, I must say that we
have a number of states that are moving forward with very
innovative approaches, and there are some very exciting ideas
out there that are being put into legislation.

Minnesota is about ready to pass a major health care
reform proposal, sometime in the next week or two. The
California Insurance Commissioner has come up with a very
innovative plan that includes not just health insurance but
workers comp and automobile insurance -- all noncontroversial
issues (laughter) -- into one unified program. So, there are a
lot of ideas out there.

Like I said, a lot of states have passed small group
reform. We're just not sure what it will do. We need to make
sure that when states do get something on board, and access 1it,
that there are evaluations done so that we know what these
programs do and whether or not they warrant replication at the
national Ievel.

Now, quickly, to talk a little bit about the programs
in other countries: I think one of the major differences--
The major differences between us and Canada, West Germany, and
Japan, 1s that they cover everybody, and we don't. I think
it's very 1important. It's a fundamental difference, and in
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some respects I think that it grows out of how our system
started. OQur system started as-- It was connected to the
workplace. We were giving health benefits instead of wage
increases during a time when you couldn't increase wages.

In most of these other countries, their health
insurance program was developed to provide coverage for health
so that they had a healthy work force, and that's why there's
some commitment towards this whole idea of _the healthy
individuals, a healthy work force. Health was the centerpiece
of why they have a programQ I'm not sure that that's where we
started, and perhaps that's why we're having some difficulty in
getting there now. I think that's very important. They do
cover everybody.

In West Germany and Japan, they are employer based
systems, and I think that's why you're increasingly seeing more
reference to, particularly, West Germany; because 1it's an
employer based plan like we have an employer based system. I
think that we relate to that. One of the key differences is
that insurance 1is compulsory in both West Germany and Japan,
and it didn't seem to be controversial, as best I can tell. I
think we still have a problem making health insurance
compulsory, either on an employer or on an individual. Just
like we have a problem making it compulsory to wear seatbelts
or helmets.

We believe in personal freedom. It's American.

Whether or not you want to be insured with health
insurance 1is a personal decision in our minds. I think that
we've not-— While we say we want everybody covered, I'm not
sure we're& at the point where we want to require everybody to
have health insurance. It was not an issue, apparently, in
West Germany or Japan, where everybody is required to have
insurance, and they do.

I have provided a briefing paper that gives you some
background on the Canadian system. I think 1it's interesting
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that they were establishing their provincial system when we
were doing Medicaid. So, I think it's important to note that
the Canadian system didn't just start yesterday, and they've
got this universal system, and all systems are go. This system
developed over a span of years, Jjust 1like our system has
developed over a span of years. They took a different approach
than we did. We can't expect that we could take any system and
overnight it looks like it does in that country, because all of
the systems developed over time.

I gave a little chronology of the Canadian system. I
think it's 1important to note that in Canada, Japan, and West
Germany, they all are experiencing health care inflation that's
spiraling out of sight, so they don't have the silver bullet.
Their expenditures are below ours, and I have charts 1in the
back of the paper that show how their expenditures as a
percentage of GNP compare to ours. I also have some data on
health indicators, infant mortality, and life expectancy; male
and female, and you can see that although we spend more money,
we are not number one.

So, there are clearly things we can do better. It's
not to say that our system 1is not good. We have a very good
system if you're covered, but I think it's important, in terms
of our health indicators, that when you factor 1in the 37
million people who are not getting good care, it pulls down our
key health indicators.

I will run through any of the systems that you want me
to, or' I can just leave the-- I think the summaries are pretty
good. I tried to make them as short as possible. I think that
in terms "of things that .are similar: They cover everybody,
they have fee schedules, global Dbudgets. There's some
constraint on expenditures that way, and most of them cover
medically necessary physician and hospital services.

In Japan they do not cover maternity services, which
is kind of interesting. However, they provide cash to women
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who go on maternity leave, as does West Germany which requires
an employer to give a woman 14 weeks of maternity leave with
full pay. So, again, they are ahead of us on some family
issues. I think those are probably the most interesting. The
other big difference is the amount of taxes they pay for their
system, which gets us down to where we started, money. You
can't do it cheap, and I've got to tell you that the tax effort
that's put forth in Canada, West Germany, and Japan, would make
us all pale.

I have addressed what the payroll tax 1looks 1like in
West Germany and Japan, where it can be as high as 16 percent.
They are paying through their taxes for this coverage, but I
have to tell you that they've got very good coverage, and it's
not scmething that you lose if you get a pink slip. That's the
trade-off. I don't know 1f people in the United States are
ready, yet, to make those trade-offs, and that's where we come
back to, "Why 1is Congress not doing anything?" I think the
biggest--

Probably, the biggest single thing that's happened in
recent years that has had an effect on health care reform, and
is very seldom mentioned, 1is catastrophic health 1insurance.
Anytime you go and talk to a member of Congress, they bring
this up. So, they're still feeling the pain from catastrophic
health insurance, although that was a couple of years ago.
They thought they were doing good, and they thought they were
enacting something people wanted, and they didn't want it.
They're not going to do that with comprehensive health care
reform. They're going to go, "Is this 1it?" And unless you
say, "Yes;™ they're going to sit on it. I think, they have not
been able to put anything up yet, that people have said, "Yes,
this is what we want." I think that until that happens, like I
said, we may get small group reform; we may dget some little
things around the edges; but we won't get anything
comprehensive.
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I think that this time around it will have to be grass
roots from the bottom: "We want sbmething to happen, and this
is what we want to happen." As you know, that's difficult on
some things as complex as health care reform. Well, I think
I'l1l] stop there and take questions. I tried to cover the
waterfront.

ASSEMBLYMAN COLBURN: You carried out your assignment
perfectly. I just wanted to say, I hope all of you know that
this was primarily a session to educate the Committee members
and others, and any other interested people were invited. The
questions are expected to come from the Committee first and
then if there's time, if our speaker doesn't have to jump on
the train and get back to Washington-— I hate to exclude the
audience, but this really was educational for the members
here. Assemblywoman Wright.

ASSEMBLYWOMAN WRIGHT: Thank you very much, Ms.
Wilson. It was very enlightening. I wanted to raise a
question about the Canadian system, and maybe to the others, as
it relates-- What we've been advised is that the technology is
not as open and advanced in, say, the Japanese, the German, or
the Canadian, particularly the Canadian, I wunderstand. I
noticed I didn't see anything, in my brief look at your notes.
Do you want to address that?

I think technology in this country has become both a
salvation and a curse, 1in one sense. We want the highest
technology because that may drive some of the costs down, and
we hear that the other programs may not be addressing
technology but using ours.

MS. WILSON: In Canada, one of the big differences is,
the block grant that goes from the Federal government to the
provinces is for services and not for capital, which 1s where
technology development and machinery -- purchase of technology
-— is dealt with. The purchase and development of technology
is provincial. It's done by, I guess what would be in our
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country, a health planning agency at the province level, and
they decide where the technology is located, how much is spent,
and they pay for it. They have to raise the funds.
Consequently, you don't have so much, because 1it's totally
raised by the State. The State has to come up with the money.

ASSEMBLYWOMAN WRIGHT: Public funding versus private
funding.

MS. WILSON: That's right. So, it's very political as
well. It's dealt with under capital expenditures.

ASSEMBLYWOMAN WRIGHT: How about Japan and West
Germany?

MS. WILSON: In Japan they also have 1local health
planning. In West Germany, I'm not sure how that's done.

Actually, in West Germany they do a significant amount of
technology development, particularly in pharmaceuticals. I'm
not sure how that's funded. You're absolutely right, Canada
has much less technology than we do. I think that often people
will say that that is one of the major weaknesses 1in their
system; that they did not build in a way of supporting capital
that's sufficient. Although, I have had Canadians say that
their feeling is that they have a sufficient amount and when
they need more they can send people to the United States--

ASSEMBLYWOMAN WRIGHT: That's my point.

MS. WILSON: -—and 1it's cost-effective to do so.
(laughter)

ASSEMBLYWOMAN WRIGHT: It sure is.

UNIDENTIFIED SPEAKER FROM THE COMMITTEE: Seventeen
points.

MS. WILSON: They said, we've got more than we need.

ASSEMBLYMAN COLBURN: I'm going to show the Chairman's
personal reform and ask Assemblywoman Bush, if she would like
to ask a question.

ASSEMBLYWOMAN BUSH: Thank you, Mr. Chairman. I'd
like to thank you also, for bringing Ms. Wilson in -- for you
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to be here, because it's really an education. I've been taking
notes galore here.

ASSEMBLYMAN COLBURN: I see. I expect lots of trouble
over this.

ASSEMBLYWOMAN BUSH: No, no, no, I think it's good.

ASSEMBLYMAN COLBURN: No, I'm kidding.

ASSEMBLYWOMAN BUSH: I'm really hoping to come from
information, which I think this has truly provided. So many
plans have been brought forth. I know even in the last
legislative term, plans about the Canadian plan, etc., etc.--
I would have one question, and it may be in here already -—-—
which I couldn't take notes, read it at the same time, and
listen to you. It's my understanding that with, possibly, the
Canadian plan, there may be some social decisions that have
been made, such as withholding treatment depending upon age and
things like that. Is that true? If it is, does 1it. also apply
to these other two? ,

MS. WILSON: That 1s more connected to the British
system, where they clearly ration. I think the example that's
most often used 1is dialysis, where they typically do not
provide hemodialysis to people over age 55, which would not be
tolerated here, because you can certainly live many years after
age 55 if you receive dialysis. If you don't receive dialysis,
you die. That is more connected with the United Kingdom.

I think 1in Canada, there are certainly cues for
elective procedures, but they argue that when people really
need surgery, they get it. I've heard differing views on
that. Their key health indicators don't seem to indicate that
they have éxcess mortality, so I can't really say for certain.

ASSEMBLYMAN COLBURN: Could I just interject there?
Does it make any difference that they probably have -- and do
they have -- a more homogeneous population than we do? Does
that make a difference, do you think?
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MS. WILSON: Well, now, I've heard that argued, and I
heard last week a Canadian physician said, "That 1is not true
that they are a homogeneous group." They said that they have
indigenous populations that--

ASSEMBLYMAN COLBURN: Lots of different kinds of
people. Okay.

MS. WILSON: And he argued that that was bunk.

ASSEMBLYMAN COLBURN: I'11 withdraw that bunk.
(laughter) I can't use bunk around here. I can see that.
(laughter)

ASSEMBLYWOMAN BUSH: The Japanese plan, do they have
any, sort of, decision like that?

MS. WILSON: I am not aware of the Japanese plan--
They cover medically necessary physician and hospital
services. Apparently, in Japan they are much more dependent on
prescription drugs -- which I understand is a cultural thing --
where they believe in using drug therapy to a higher extent
than in other countries, but I'm not aware that they ration,
and I've not heard that associated with the West German plan
either. '

ASSEMBLYWOMAN BUSH: Thank you.

ASSEMBLYMAN COLBURN: Mr. Mikulak.

ASSEMBLYMAN MIKULAK: I don't know, I think you kind
of answered it. I was going to ask you about rationing in the
Canadian plan. Do you know anything about fiscal problems that
the provinces are having right now?

MS. WILSON: Major ones.

ASSEMBLYMAN MIKULAK: Major ones.

MS. WILSON: They're in deficit.

ASSEMBLYMAN MIKULAK: Could you give us a little—-—

MS. WILSON: One of the things that happened-- The
Canadian plan started out as a 50/50 matching grant with the
Federal government, just like we've had here. As the Federal
government deficit went up, they decided to change from a
matching grant to block grant, and you know what that means.
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ASSEMBLYMAN MIKULAK: Less.

MS. WILSON: Right. So, I think, now, the Federal
contribution 1is about 28 percent. It started at 50 percent.
The Federal contribution is now 28 percent. The provincial 1is
42 percent, and the private sector kicks in 24 percent.

ASSEMBLYMAN COLBURN: By what method?

MS. WILSON: The private sector?

ASSEMBLYMAN COLBURN: Yes.

MS. WILSON: Through fees, and surcharges, and things
of that nature.

ASSEMBLYMAN COLBURN: Okay. Members--—

MS. WILSON: I was just going to say that Canada is
having something of a recession, 1like we are, and their
provinces are having a hard time raising funds. So, they've
got budget deficits similar to ours.

ASSEMBLYMAN COLBURN: Ms. Wright.

ASSEMBLYWOMAN WRIGHT: Through the Chairman, the other
thing I think that's very significant about the difference with
Canada is that Canada's industry is very publicly based. There
is a minimum amount of private enterprise. I was in Canada the

summer before last and there's just every thrust-- The queen
was in that year -—- on TV -- saying, what we need to do is
maximize our private enterprise. So, 1it's interesting that--

I'm sure that that will have an impact on their health care
delivery system as well.

ASSEMBLYMAN FELICE: Dr. Colburn?

ASSEMBLYMAN COLBURN: Yes, sir.

ASSEMBLYMAN FELICE: I apologize for running 1in and
out, although I promise to look at the rest of the notes that
are here, because I they're interesting things that you're
saying.

Recently, they had a survey that showed all of the
countries that had some form of a national health program:
United Kingdom, France, Germany, Japan, and the United States.
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It was interesting -- this was only this last month -- that in
the 1last 18 years, all of the countries had a dJreater
percentage of increase in health cost starting with the United
Kingdom who had 12.7, France was 11.2, Germany was 9.8, Canaca
was 8.75, and the United States had only an increase of 8.1 in
health care costs in the last 18 years. So, it's interesting
where you say, "What we need 1is a national health reform
plan."” It's not as cheap as people think it is.

It's a lot to be looked into. We talked about some —-
Canada, with their rationing; about 17 percent of the people
coming to the United States. They get specialized health care
under Canada. So, it's not cracked up to what it's meant to
be, and like you say, you would have one heck of a fight to
have some of these paid people paying 16 percent, 20 percent,
and 30 percent of their salaries or more, to be part of
mandatory national health care program.

So, you have to look at all of 1ins and outs, what
you're getting for your buck, and, I, quite honestly -- even
though I was one of the sponsors for the bill to have the
Governor look into the program -- think it would have to be
completely different than anything that we've seen in any other
country in the world for it to work here. It's something to
look into the future, but I have some very strong reservations
that's 1it's more on Federal government helping the states to
initiate programs for small business involvement and other
programs, to help those people make more people eligible under
different programs whether it's Medicaid eligibility or
others. I think those are the answers that we've been looking
at the last few years.

What you said today verifies a lot of things that we
have to look towards ourselves, with some assistance from the
Federal government. The rest of it has got to come on the
State level, because geographically and everything else, every
state is different, as every country is.
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ASSEMBLYMAN COLBURN: I have a whole bunch of
questions. Didn't Massachusetts go to a pay or play? Was that
what they did?

MS. WILSON: Yes, they did. They delayed the
implementation--

ASSEMBLYMAN COLBURN: Oh, have they?

MS. WILSON: --of the employer mandate until 1995, at

which point the Restaurant Association will sue the state under
ERISA and stop the program.

ASSEMBLYMAN COLBURN: Okay. So, that's not in
effect. I thought it was in effect.

MS. WILSON: Well, they are implementing pieces of it
that are not associated with ERISA.

ASSEMBLYMAN COLBURN: Okay..

MS. WILSON: And Oregon has a play or pay with, also,
a delayed implementation. They will be sued as well.

ASSEMBLYMAN COLBURN: Did they require Federal waivers
for their plan, Oregon?

MS. WILSON: That was on a separate portion of their
plan. They have an employer mandate that nobody really knows
very much about, because it's been overshadowed by the Medicaid
rationing plan.

ASSEMBLYMAN COLBURN: Okay.

MS. WILSON: The Medicaid plan is pending a Federal
waiver. We should hear something in the next month or two, on
whether the Federal government will approve Oregon's walver,
but on the play or pay option, 1it's based on number of
employees of small businesses. I believe the trigger date is
1994. If—~the number hasn't reached 150,000 additional small
employees covered, then an employer mandate would go into
effect, and then they will be sued.

ASSEMBLYMAN COLBURN: Thanks. I wanted to ask you
about the present financing of the United States Medicare
plan. What do the participants pay for hospital insurance?
How do they pay for that, or do they?
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MS. WILSON: Under Medicare, it's a payroll tax.

ASSEMBLYMAN COLBURN: Okay. So, the Medicare
participant doesn't pay for their hospital insurance, or do
they?

MS. WILSON: They pay a deductible. There 1is a
deductible.

ASSEMBLYMAN COLBURN: On their hospital insurance? I
know they pay some money up front when they go in the hospital.
MS. WILSON: Right. '

ASSEMBLYMAN COLBURN:  Is that what you're speaking
about?

MS. WILSON: Right. But they don't pay-— Yes, and
there is a premium.

ASSEMBLYMAN COLBURN: Is there? I wasn't sure what
part of it they were currently paying.

MS. WILSON: Right. Yes, it's automatically deducted
from their Social Security checks.

ASSEMBLYMAN COLBURN: Oh, 6kay.

MS. WILSON: And it's set in statute. The amount of
the premium is set in statute.

ASSEMBLYMAN COLBURN: Okay. And the physician part is
-— they pay a premium for that, then pay deductibles and copays?

MS. WILSON: Right.

ASSEMBLYMAN COLBURN: Do they pay the entire cost of
the physician program, do you think? I was told they pay 25
percent, by a consultant that I was attending a course to learn
how to. participate in this darn, new Medicare program, and I
don't know.

MS. WILSON: Well, the premium is set at 25 percent of
the cost of the program, which they keep trying to raise. The
copay is 20 percent.

ASSEMBLYMAN COLBURN: Twenty percent. Right. The
deductible is $100.
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MS. WILSON: Right. That goes up by a schedule that's
statutory as well, and I can't remember now what the--

ASSEMBLYMAN COLBURN: I don't think they pay the whole
premium—-

MS. WILSON: No, they don't.

ASSEMBLYMAN COLBURN: --the whole cost of the system.

MS. WILSON: No, they don't.

ASSEMBLYMAN COLBURN: That's what I was trying to get
at. '

MS. WILSON: No.

ASSEMBLYMAN COLBURN: Okay. Then, finally-- Not
finally, two more questions. How much do the foreign programs
rely on managed care?

MS. WILSON: They don't.

ASSEMBLYMAN COLBURN: They do not?

MS. WILSON: No.

ASSEMBLYMAN COLBURN: How about that. I didn't know

that.

MS. WILSON: 1It's all fee for service.

ASSEMBLYMAN COLBURN: Well, can the patient go to the
physician -- the specialist -- without a referral?

MS. WILSON: In West Germany you cannot go to a
hospital without referral. You can go to any physician that is
licensed under their sickness fund. In Japan, I think you can
go to anybody.

ASSEMBLYMAN COLBURN: Okay.

MS. WILSON: There's no referral requirement. In
Canada, you have a primary physician, and I think there are
referrals after that. I'm not sure that 1it's mandatory, but
there 1s no managed care. In fact, Canada is very interested
in the managed care model, and they're sending people here to
look at that. But in Canada, West Germany, and Japan, right
now, it's fee for service with a fee schedule.
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ASSEMBLYMAN COLBURN: My medical school newspaper --
the chief of medicine wrote a letter to the editor and said,

"If we get national health insurance, I hope the" -- how did he
put this? -- ‘“private sector won't cost shift to the
government," and I wrote him a letter back and I said, "Gee,
right now the problem seems to be the reverse." The government

is cost shifting under Medicare to the payers down here. What
would you like to say about cost shifting, anything at all? i

MS. WILSON: Well, under our current system, it's the
name of the game. It's the only way to survive. I think that
in terms of managed care there is a limit. If you take managed
care to 1ts ultimate, managed care really is a cost shift as
well, because basically what you have are people getting
together negotiating lower fees from a provider who then raises
those cost to payers who are outside of the managed care system.

Presumably, 1if everyone were to become part of a
managed care system, then everybody's rates would go up. We'd
be back where we are now. So, I guess I, personally, am not
"totally sold on managed care because I think if you take it to
the ultimate, it levels off. The benefit levels out.

ASSEMBLYMAN COLBURN: You lose the benefit.

MS. WILSON: That's right. The benefit for managed
care is if you get in quick, you get in big, and you negotiate,
and you're’ a dJreat negotiator, then you get good prices, but
somebody else 1is paying for it.  So, I think what we're seeing
is managed care saving certain groups a lot of money right now,
but I'm not sure how long that can be maintained.

ASSEMBLYMAN COLBURN: Are there varying definitions of
managed care in the minds of many of us? Do you think--
Frankly, I wasn't aware, even, of what you said about that part
of the definition. I thought of it as, I guess, your primary
doctor controlling your referrals,--

MS. WILSON: Oh, ?our access to specialists.
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ASSEMBLYMAN COLBURN: —-—your tests, your
hospitalization, and all of that kind of business. I can see
that it appears to be more to it, just on the financial side.

MS. WILSON: I guess I'm use to hearing from the
business people.

ASSEMBLYMAN COLBURN: Yes, but I think there are
different definitions.

MS. WILSON: Well, that's right. The business people
look at managed care as a way of containing cost. I think
there are others that look at it as a way of managed health
care.

ASSEMBLYMAN COLBURN: Okay.

MS. WILSON: Sometimes, never the twain shall meet,
which is unfortunate. I think that there are a lot of people
that would like to see more done in terms of managing health
care, in terms of not having people just go out, because we're
not good purchasers of health care, because most of us don't
know what we're doing. We just go out there. If we don't
feel good, we go about trying to fix ourselves as best we can.

I think that from that perspective, that part of
managed care 1is very different than what most business people
are talking about, which is restraining access, and negotiating
fees to reduce costs; costs being the focal point.

ASSEMBLYMAN COLBURN: For the survivors in the
audience, our speaker graciously has said she would énswer a
question or two if you have any. (no response) Gee whiz.

MS. WILSON: We wore them out.

ASSEMBLYMAN COLBURN: Thank a lot. Yes, Mr. Romano?

ASSEMBLYMAN ROMANO: With everything that you Kknow,
what should be the State plan for New Jersey?

MS. WILSON: Oh, God. I'm taking the Sth. (laughter)

ASSEMBLYMAN ROMANO: I figured we get a free one.

ASSEMBLYMAN COLBURN: We already did get a free one.
Thanks. Thanks very much. We certainly appreciate what you've
told us. '
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MS. WILSON: Thank you. (applause)

(HEARING CONCLUDED)
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1957

1966

1971
1977

1984

CANADA
CHRONOLOGY OF EVENTS

Hospital Insurance Diagnostic Services Act

The federal government established a 50 percent matching grants program to
the provinces for hospital services.

Medical Care Act

The federal government established a matching grant program, similar to the
Hospital Insurance Diagnostic Services Act, for physician services.

All provinces had established qualifying plans
The Extended Health Care Services Act

The federal government established a block grant program for long term
care services (nursing home, home care, and ambulatory care). The federal
government provides 50 percent matching funds for services to low income
citizens.

The federal government replaced the matching grant program for hospital
and physician service with a block grant to the l?rovinces, imiting annual
increases to a percentage of the growth in GNP.

Canada Health Act
The federal government established policy of reducing aid to provinces that
permit physicians to "balance bill," or charge patients the difference between

the negotiated fee for the service and the physicians charge. All provinces
adopted a policy prohibiting balanced billing.
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CANADA

Structure

Provinces run the program under federally established guidelines. Each province must
guarantee: (a) uruversal coverage; (b) reasonable access, without cost-sharing; (c)
comprehensive coverage; and (d) portability.

Financi

The federal government provides block grants to the provinces for health services. The
provinces raise funds through taxes, premiums and fees. Currently, the provinces pay
approximately 42 percent of the costs, the federal government 28 percent and private
sources 24 percent. Health care costs account for approximately one-third of provincial
budget expenditures.

\dministrati

Each provincial program must be administered by a public, non-profit agency that is
accountable to the provincial government.

Benefits

In general, all medically necessary physician and hospital services. Other services vary by
province.

r inmen i -Pock

Hospitals - Hospitals receive global budgets for operating expenses. Provincial health
planning agencies provide separate grants for capital costs.

Physicians - Physicians are paid on a fee-for-service basis. Fees are based on a fee schedule
negotiated between the rrovince and the provincial medical society. Physicians are not
permitted to balance bill. Physicians that work in hospitals are salaried.

Patients - Patients can obtain "wrap around" private insurance coverage to cover services
not covered in the national benefit package. Patients are not required to pay premiums,
co-pays or deductibles for services provided under the provincial plan.

Emgjgyﬂs - Employers can sponsor sugglemental insurance to cover services not provided
in the provincial plan. Approximately 95 percent of the private employers provide such
insurance. Many of them provide the coveraFe at not cost to their employees. Typical
services covered under these supplemental plans are: prescription drugs, dental services
and coverage for a semi-private hospital room.
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WEST GERMANY

Structure

Every individual is eligible for and apgroximately 75 percent of the population is required

to participate in the Statutory Health Insurance (Slﬂg Xrogram. Wage earners with

incomes between $2,740 and $26,000, their spouses and dependents, students, some

disabled individuals, and retirees that were covered through SHI during their working

years, are required to participate in a "sickness fund," organized by locality, occupation, or

gfn:f and joined into national or state federations. There are approximately 1,200 sickness
nds.

Soldiers, prisoners and the §)oor are provided care through other federally subsidized
programs. Approximately 8.7 percent of the West German population receive coverage
through private insurance. Private carriers provide coverage primarily to hiée income
individuals who opt out of the Statutory Health Insurance program (SHI). Over four
million individuals purchase supplemental insurance for benegrts not covered under the
national plan.

Eo i ’

Employers and employees share the cost through payroll and wage taxes. The employee
share equals approximately 12 percent of wages, however; the range is 8-16 percent and
varies substantially by fund. The federal government subsidizes the premiums of the
unemployed and the disabled.

Administration

The sickness funds administer the program.

Benefits

Inpatient and out-patient physician and hospital services, diagnostic and therapeutic
services, maternity services, lab tests, medical appliances, dental services. The benefits are
established by federal law.

ntainment/Pati -

itals - Reimbursed by sickness funds at negotiated per diem rates. Hospitals have
nofi-binding global budgets. Capital costs are paid by a combination of federal, state and
local funds, subject to statewide planning.

Physicians - Physicians are required to join an association of sickness fund physicians.
These associations set care standards, establish staffing priorities, and represent its
members in negotiations with sickness funds. Since 1986, the federal government has set
binding expenditure caps on physicians. Physicians negotiate with sickness funds for annual
lump-sum payments which are apportioned to physicians on a fee-for-services basis. When
expenditures exceed the government established cap, fees are reduced. Physicians are not
permitted to balance bill. Hospital physicians are salaried.
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Patients - The government has established nominal copayment requirements for
prescription drugs and the first 14 days of inpatient hospital care. The government recently
established a 40 percent copayment requirement on dental services. Individuals can
&xrchase private supplemental insurance for benefits not covered in national benefit plan.

ealthy individuals can purchase private health insurance in lieu of participating in a
sickness fund. Once an individual has opted out of the national program, he cannot
reenter.

EJBPJSHSIS - Employers are required to pay full earnings to individuals for the first 6 weeks
of illness or disability. After that period, the government will pay 80 percent of wages for
up to 78 weeks of missed work in a three year Eeriod. Employers are also required to
provide 14 weeks of paid maternity leave at full salary.

Variance in the Payroll-Tax Rate Across
West German Sickness Funds, 1988

Payroil-Tax Rates*
Type of Fund
Range Average
Local Sickness Funds 108 - 16.0% 13.5%
Company-based Funds 75-180% 11.5%
Craft-based Funds 9.8-158% 128%
Substiue Funds
* biue collar 102 - 14.0% 11.9%
¢ white coller 188-129% 12.7%
ALL STATUTORY FUNDS 78-18.0% - - 12.9%
* Employer's and employes'’s contribusion ©© si
] g © sickness And, as a percentage of gross
-’ Sources: Guntram Bauer and Franz Schosnhofen, *Risikostrukturen und

Beitragesatunterschieds in der GKV,* DieOrtakrankenskasse, vol.
22, November 15, 1988, Tabile 1, p. 650.

West Germany's Heat-Care and Health- insurance System:
Combining Access with Cost Control, by Dr. Uwe E. Reinhardt.

Newr Jersey State Library



The Structure of the West German
Health-Insurance System

(The Number of the Percentages of the Population in Each Type of Fund, 1986)
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Die Private Krankenversicherungen, Zahienbericht 198799, p.13.
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West Germany's Health-Care and Health-insurance System: Com-

bining Access with Cost Control, by Dr. Uwe E. Reinharct.
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JAPAN

Structure

In 1961, the Japanese government enacted the National Health Insurance Law, requiring
employers to provide health insurance coverage to their employees. Government and
private employees are covered under this law. The unemployed, retirees, small employers,
the self-employed and farmers are covered under the National Health Insurance program,
a public, government subsidized, program.

Financi

The employer-based program is funded by payroll and wage taxes. The payroll tax
averages 3.5 percent and the wage tax averages 4.5 percent. The National ﬁealth
Insurance program is financed through dprerniums based on income up to an annual ceiling
$2, 740 per household plus national and local government subsidies.

\dministrati

The private program is administered by either the government (for government employees)
or health insurance societies that represent large employers or specialized groups of
workers. The National Health Insurance Plan is administered by local governments.

Benefits

Physician, dental and hospital services, prescription drugs. The plan does not cover
maternity care or preventive health services.

Provi i I inment/Patien -Pock

Hospitals - Hospitals are paid on a fee-for-service basis based on federally established fee
schedule. Some government grants available for capital expenditures.

Physicians - Physicians are paid on a fee-for-service basis, based on federally established
fee schedule.

Patients - Individuals in the employer-based program are required to pay 10 percent
coinsurance and their dependents pay 20 percent coinsurance for inpatient care and 30
percent for outpatient care. Individuals in the National Health Insurance Program are
re&ired to pay 30 percent coinsurance. Under both programs, individuals are limited to
$400 per month in out-of-pocket expenditures.
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. Health Care Costs As A Percentage of GNP

1960 1965 1970 1975 1980 1985 1986 1987 1988 1989
Australia 4.6 4.9 4.9 55 6.5 7.0 7.1 7.1 6.9 7.0
Austria 4.6 5.0 5.4 7.3 1.9 1.6 8.3 8.4 8.3 8.2
Belgium 3.4 3.9 4.1 5.9 6.3 6.9 1.2 7.3 1.3 7.2
Canada 5.5 6.1 7.1 7.2 1.4 8.5 8.8 8.8 8.6 8.7
Deamark 3.6 48 6.1 6.5 6.8 6.3 6.0 6.3 6.4 6.3
Finland 3.9 4.9 5.7 6.3 6.5 7.2 7.4 7.4 7.2 7.1
France 4.2 5.2 5.8 7.0 7.6 8.5 8.5 8.5 8.6 8.7
West Germany 47 5.1 5.9 8.2 8.5 8.6 8.5 8.6 8.9 8.2
Greece 3.2 3.6 4.0 4.1 43 4.9 5.4 5.2 5.1 5.1
lceland V 3.5 42 5.2 6.2 6.5 7.4 7.8 1.9 8.5 8.6
Ircland 4.0 44 5.6 7.6 9.0 8.3 8.3 8.0 7.9 1.3
laly 33 4.0 5.2 6.1 6.8 7.0 6.9 1.3 1.6 7.6
Japan 2.9 43 4.4 55 6.4 6.5 6.7 6.8 6.7 6.7
Luxembourg - - 4.1 5.6 6.8 6.8 6.7 7.2 7.3 1.4
Netherlands. 3.9 4.4 6.0 2.1 8.2 8.2 8.1 8.5 8.4 8.3
New Zealand 44 4.5 5.2 6.7 7.2 6.6 6.9 7.3 7.4 7.1
Norway 33 3.9 5.0 6.7 6.6 6.4 7.1 1.5 7.4 7.6
Portugal - - - 6.4 5.9 7.0 6.6 6.4 6.5 6.3
Spain 2.3 2.7 3.7 48 5.6 5.7 5.6 5.7 6.0 6.3
Sweden 4.7 5.6 7.2 1.9 9.5 9.3 9.0 9.0 9.0 8.8
Switzerland 33 3.8 5.2 7.0 1.3 7.6 7.6 7.9 8.0 7.8
United Kingdom 3.9 4.1 45 5.5 5.8 6.0 6.0 5.9 5.9 5.8
United States 5.2 6.0 1.4 8.4 9.3 10.6 10.8 1.1 11.3 11.8
Average 3.9 45 5.4 6.5 7.1 7.3 74 1.6 1.6 7.6

L |
Source: George Schicber and Jean-Pierre Poullier, "International Health Spending: Issues and Trends,” Health Affairs (Spring 1991)
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1

Health Care Inflation
Compared To General Inflation

Consumer Price Indexes* Year-To~Year Percent Changes

Year All Items  Medical Care All Items  Medical Care
1951 26.0 15.9 7.9% 5.3%
1952 26.5 16.7 1.9% 5.0%
1953 26.7 17.3 0.8% 3.6%
1954 - 26.9 17.8 0.7% 2.9%
1955 26.8 18.2 -0.4% 2.2%
1956 27.2 18.9 1.5% 3.8%
1957 28.1 19.7 3.3% 4.2%
1958 28.9 20.6 2.8% 4.6%
1959 29.1 21.5 0.7% 4.4%
1960 29.6 22.3 1.7% 3.7%
1961 29.9 22.9 1.0% 2.7%
1962 30.2 23.5 1.0% 2.6%
1963 30.6 24.1 1.3% 2.6%
1964 31.0 24.6 1.3% 2.1%
1965 3L.5 25.2 1.6% 2.4%
1966 324 26.3 A 2.9% 4.4%
1967 334 28.2 3.1% 1.2%
1968 34.8 29.9 4.2% 6.0%
1969 36.7 31.9 5.5% 6.7%
1970 38.8 34.0 5.7% 6.6%
1971 40.5 36.1 4.4% 6.2%
1972 ’ 41.8 373 3.2% 33%
1973 44.4 38.8 6.2% 4.0%
1974 49.3 42.4 11.0% 9.3%
1975 . 53.8 47.5 9.1% 12.0%
1976 56.9 52.0 5.8% 9.5%
1977 60.6 57.0 6.5% 9.6%
1978 65.2 61.8 7.6% 8.4%
1979 72.6 67.5 11.3% 9.2%
1980 82.4 74.9 13.5% 11.0%
Aversge, 1951~ 1980 w28 55w
1981 90.9 82.9 10.3% 10.7%
-, 1982 96.5 92.5 6.2% 11.6%
1983 99.6 100.6 3.2% 8.8%
1984 103.9 106.8 43% 6.2%
1985 107.6 113.5 3.6% 6.3%
1986 109.6 122.0 1.9% 7.5%
1987 113.6 130.1 3.6% 6.6%
1988 118.3 138.6 4.1% 6.5%
1989 124.0 149.3 4.8% 1.7%
1990 130.7 162.8 54% 9.0%
Average, 1981 - 1990 4.7% 8.1%

Source: Bureau of Labor Statistics
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Relationship Between Health Care Costs

And Average Wages
(Dollar Amounts In Constant 1990 Dollars)

Annual Housebold Health  Health Costs Weeks of Work
Earnings Care Costs As Percent Needed To Pay
Year  (per worker)* (per worker)** Of Earnings Health Costs
1965 $20,414 $1,348 6.6% 33
1970 21,761 1,439 6.6% 33
1975 22,010 1,511 6.9% 34
1980 21,128 1,390 6.6% 33
1985 20,820 . 1,714 8.2% 4.1
1989 20,364 1,937 9.5% 4.8

[Projections, Based on Trends During 1980-89]

1990 20,060 2,042 10.2% 5.1
1995 19,544 2,572 13.2% 6.6
2000 19,060 3,266 17.1% 8.6
2005 - 18,579 4,189 22.5% 11.3
2010 18,110 5,387 29.7% 14.9
2015 17,653 7,013 39.7% 19.9
2020 17,207 9,128 53.0% 26.5
2025 16,773 11,882 70.8% 354
2030 16,350 15,466 94.6% 47.3
2035 15,937 20,132 126.3% 63.2

* Annusl earnings for someone working year-round, full-time, at the average hourly
wage for production and nonsupervisory workers.

' o *s Annual health care costs paid by households, divided by the number of workers for
each year.
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. Infant Mortality
: (Infant Deaths Per 1,000 Live Births)

1960 1965 - 1970 1975 1980 1981 1982 1983 1984 1985 1986 1987

ARG

Australia 20.1 18.5 17.9 14.3 10.7 10.0 10.3 9.6 9.2 9.9 8.8 8.7
Austria 37.5 28.3 259 20.5 14.3 12.7 12.8 1.9 1.4 1.2 10.3 9.8
Belgium 31.2 2.7 21.1 16.1 12.1 1.5 11.1 10.5 10.0 9.4 9.7 9.7
Canada 21.3 23.6 18.8 14.3 10.4 9.6 9.1 8.5 8.1 8.0 7.9 7.3
Deamark 21.5 18.7 14.2 10.4 8.4 1.9 82 - 1.1 7.7 7.8 8.2 8.3
Finland 21.0 17.6 13.2 10.0 7.6 6.6 6.1 6.1 6.3 6.3 5.9 6.2
France 21.4 21.9 18.2 13.6 10.1 9.6 9.3 8.9 8.3 8.1 8.0 1.6
West Germany 33.8 238 23.4 19.7 12.7 1.6 10.9 10.2 9.6 8.9 8.7 8.3
Greece 40.1 343 29.6 24.0 17.9 16.3 15.1 14.6 14.3 141 122 1.7
Iceland 13.0 15.0 13.2 12.5 1.7 6.0 7.1 6.2 6.1 5.7 5.4 1.2
licland 29.3 25.3 19.5 17.5 11.1 10.6 10.5 9.8 10.1 8.9 8.7 7.4
laly 439 36.0 29.6 22.2 14.3 14.1 12.9 12.4 1.7 10.9 9.8 9.6
Japan 30.7 18.5 13.1 10.0 7.5 7.1 6.6 6.2 6.0 5.5 5.2 5.0
Luxembourg 31.5 24.0 24.9 14.8 1.5 13.8 12.1 1.2 1.7 9.0 8.0 9.3
Netherlands 17.9 14.4 12.7 10.6 8.6 83 8.3 8.4 7.0 6.9 6.4 1.6
New Zealand 22.6 - 16.8 - 12.9 1.7 1.7 12.5 11.6 10.8 11.2 9.8
Norway 18.9 - 12.7 1.1 8.1 1.5 8.1 7.9 8.3 8.5 7.8 8.4
Portugal 71.5 64.9 55.1 38.9 24.3 21.8 19.8 19.2 16.7 17.8 15.8 14.2
Spain 4.7 37.8 28.1 18.9 12.3 12.5 11.3 10.9 9.4 9.0 8.7 8.7
Sweden 16.6 13.3 11.0 8.6 6.9 6.9 6.8 7.0 6.4 6.8 5.9 6.1
Switzerland 21.1 17.8 14.4 10.7 9.1 7.6 7.7 7.6 7.1 6.9 6.8 6.8
United Kingdom 2.5 19.6 18.5 16.0 12.1 1.2 ‘1.0 - 10.1 9.6 9.4 9.5 9.1
United States 26.0 4.7 20.0 16.1 12.6 1.9 11.2 10.9 10.7 10.6 10.4 10.1
Average 29.4 4.8 2.5 15.9 11.4 10.7 10.3 9.9 9.4 8.8 8.7 1.5

Sources: “International Comparison of Health Care Financing and Delivery,” Health Care Financing Review (Annual Supplement l289); 1987 data for
certain countries, World Health Organization, World Health Statistics Annual, 1989.
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r Female Life Expectancy
(At Birth; In Years)

1960 1965 1970 1975 1980 1981 1982 1983 1984 1985 1986 1987

Australia 74.0 - 74.2 76.2 78.0 78.4 78.2 © 787 78.9 78.8 9.6 79.8
Austria n9 73.0 73.4 14.7 76.1 76.4 76.6 76.6 71.2 71.4 71.8 78.2
Belgium 727 - 74.2 75.1 76.8 76.8 76.8 - - - 78.2 -
Canada - - - - - 78.9 - - 79.8 - 79.9 80.2
Deamark 4.1 - 76.1 76.8 71.6 7.4 71.5 7.5 7.5 7.5 s 7180
Finland 72.4 - 74.5 5.9 71.6 77.8 78.1 78.0 78.8 78.5 78.9 78.9
France 73.6 75.0 76.1 76.9 78.4 78.5 78.9 78.8 .3 79.4 80.0 811
West Germany 71.9 - 73.6 75.2 76.5 76.9 71.2 71.5 71.8 - 78.5 78.9
Greece 70.4 - 73.6 - 76.6 - Co- - - - 78.9 -
Iceland 75.0 - - - 79.7 - 79.4 - 80.2 80.2 80.4 80.0
Ireland 71.8 - 73.2 - 75.0 75.6 75.6 - - - 76.4 7.3
Italy 71.8 - 74.6 75.9 77.4 77.8 78.2 78.1 78.1 - 79.2 -
Japan 70.3 73.0 4.7 71.0 78.7 79.1 79.7 79.8 80.2 80.5 81.6 82.1
Luxembourg 71.9 - 73.9 - 75.1 76.7 - - - - 719 -
Netherlands 75.5 - 76.6 71.6 79.2 79.3. 79.4 79.5 79.5 79.6 79.8 80.3
New Zealand 73.9 - 4.4 - 76.4 76.9 76.9 76.9 71.9 - 71.5 71.3
Norway 75.9 - 7.5 78.1 79.0 79.4 79.4 79.6 .5 79.4 79.9 79.8
Portugal 67.2 69.3 71.0 - - 76.6 - 76.2 - 76.7 77.1 71.5
Spain 72.2 - 75.1 76.2 78.6 75.8 793 79.1 9.7 80.0 - -
Sweden 74.9 76.1 77.1 77.9 78.8 79.1 79.4 79.6 79.9 79.7 80.2 80.4
Switzerland ‘ 74.2 - 76.3 782 7.1 79.0 %2 795 9.7 80.0 80.6 81.0
United Kingdom 74.2 - 75.2 - 75.9 76.2 - 71.2 71.4 71.4 77.5 78.3
United States 73.3 7.7 74.7 76.6 76.7 7.9 78.2 78.3 783 78.2 78.3 78.4
Average 72.9 73.4 74.8 76.6 71.5 71.6 78.2 78.3 78.9 78.9 78.9 793

Sources: "International Comparison of Health Care Financing and Delivery,” Health Care Fimncink Review (Annual Supplemell 1989); 1986 and 1987
data, World Health Organization, World Health Statistics Annuals, 1988 and 1989.

A .



* L]

. Male Life Expectancy
| (At Birth; In Years)

1960 1965 1970 1975 1980 1981 1982 1983 1984 1985 1986 1987
Australia 61.9 ' - 67.4 69.2 70.9 1.4 71.2 72.1 12.4 723 73.0 7.2
Austria 65.4 66.6 66.5 67.7 69.0 69.3 69.4 69.4 70.1 70.4 71.0 71.6
Belgium 66.7 - 67.8 68.6 70.0 70.0 70.0 - - - 71.4 -
Canada - - - - - 71.9 - - 73.0 - 1.1 73.3
Denmark 72.3 - 7.0 71.1 71.4 11.4 715 71.5 71.6 71.6 71.9 71.9
Finland 65.4 - 66.2 67.4 69.2 69.5 70.1 70.2 70.4 70.1 70.6 70.7
France 67.0 67.8 68.6 69.0 70.2 70.4 70.7 70.7 7.2 71.3 7.8 72.6
West Germany 66.5 - 67.3 68.6 69.7 70.2 70.5 70.8 71.2 - 71.9 722
Greece 61.3 - 70.1 - 72.2 - - - - - 74.1 -
Iceland 70.7 - - - 73.7 - 739 - 74.0 74.7 75.0 75.1
Ircland 68.5 - 68.5 - 69.5 70.1 70.1 - - - 70.8 71.6
Italy 66.8 - 68.6 69.7 70.7 71.1 71.5 71.4 71.6 - 72.7 -
Japan 65.4 67.7 69.3 718 733 73.8 74.2 74.2 74.5 74.8 75.5 75.9
Luxembourg 66.1 - 67.0 - 68.0 70.0 - - - - 70.6 -
Netherlands 71.6 - 70.9 71.4 72.4 " na 72.7 72.8 73.0 73.1 73.1 73.6
New Zealand 68.7 - 68.1 - 69.7 70.5 70.7 70.8 71.2 - 7.1 71.0
Norway 71.4 - 71.0 71.9 72.2 72.6 72.7 729 72.8 72.7 729 72.8
Portugal 61.7 65.3 65.3 - - 68.9 - 69.3 - 69.7 70.2 70.6
Spain 67.4 - 69.6 70.4 72.5 72.6 73.2 73.0 7.2 74.0 - -
Sweden 7.2 ni 72.2 72.1 72.8 3.1 73.4 73.6 73.8 73.8 74.0 74.2
Switzerland 68.7 - 70.1 71.8 72.4 72.5, 72.7 72.8 73.1 73.5 73.8 74.0
United Kingdom 68.3 - 68.8 - 70.2 69.8 - 71.4 715 715 7.7 72.6
United States 66.7 66.8 67.2 68.8 69.6 70.4 70.9 71.0 71.1 7.2 n3 715
Average 67.8 61.7 68.6 70.0 70.9 7.1 71.6 71.6 72.2 72.3 72.3 72.7

Sources: "International Comparison of Health Care Financing and Delivery,” Health Care Financing Review (Annual Supplement 1989); 1986 and 1987
data, World Health Organization, World Health Statistics Annuals, 1988 and 1989.
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WEST GERMANY

Structure

Every individual is eligible for and a g;cs»dmately 75 percent of the population is required
to participate in the Statutory Heait urance (Sng grogram. Wage earners with
incomes between $2,740 and $26,000, their spouses and dependents, students, some
disabled individuals, and retirees that were covered through SHI during their working
years, are required to participate in a "sickness fund," organized by locality, occupation, or
m and joined into national or state federations. There are approximately 1,200 sickness

Soldiers, prisoners and the poor are provided care through other federally subsidized
programs. Approximately 8.7 percent of the West German population receive coverage
through private insurance. Private carriers provide coverage primarily to high income
individuals who opt out of the Statutory Health Insurance program (SHI). Over four
million individuals purchase supplemental insurance for benefits not covered under the
national plan.

Financing
Employers and employees share the cost through payroll and wage taxes. The employee
share equals approximately 12 percent of wages, however; the range is 8-16 percent and

varies substantially by fund. The federal government subsidizes the premiums of the
unemployed and the disabled.

\dministrati
The sickness funds administer the program.

Benefits

Inpatient and out-patient physician and hospital services, diagnostic and therapeutic
services, maternity services, lab tests, medical appliances, dental services. The benefits are
established by federal law.

B‘ ider Reimbursement/Cost Containment/Patient Qut-of-Pocket

tals - Reimbursed by sickness funds at negotiated per diem rates. Hospitals have
non-binding global budgets. Capital costs are paid by a combination of federal, state and
local funds, subject to statewide planning.

Physicians - Physicians are required to join an association of sickness fund physicians.

These associations set care standards, establish staffing priorities, and represent its

_ members in negotiations with sickness funds. Since 1986, the federal government has set
binding expenditure caps on physicians. Physicians negotiate with sickness funds for annual

lump-sum payments which are apportioned to physicians on a fee-for-services basis. When

expenditures exceed the government established cap, fees are reduced. Physicians are not

permitted to balance bill. Hospital physicians are salaried.
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Patients - The government has established nominal copayment requirements for
prescription drugs and the first 14 days of inpatient hospital care. The government recently
established a 40 percent copayment requirement on dental services. Individuals can
wrchase private supplemental insurance for benefits not covered in national benefit plan.

ealthy individuals can purchase private health insurance in lieu of participating in a
sickness fund. Once an individual has opted out of the national program, he cannot
reenter.

Enﬂgum - Emgloyers are required to pay full earnings to individuals for the first 6 weeks
of illness or disability. After that period, the government will pay 80 percent of wages for
up to 78 weeks of missed work in a three year period. Employers are also required to
provide 14 weeks of paid maternity leave at full salary.

Variance in the Payroll-Tax Rate Across
West. German Sickness Funds, 1988

Payroll-Tax Rates*
Type of Fund

Range Average

Local Sickness Funds 10.8- 16.0% 13.5%
Company-besed Funds 78-180% 11.9%
Craft-based Funds 9.8-188% 120%

Substitute Funds

o biue coller 102 - 14.0% 11.9%

o white collar 18.8-12.9% 12.7%

ALL STATUTORY FUNDS 7.8-16.0% 12.9%

_ *  mpioyer's and employes's contribution © sicness Aind, a8 & parcentage of gross

o Sources: Guntram Bauer and Franz Schosnhoten, *Rislikostruiiuren und

Beitragesatunterschiede in der GKV,* DieOrtakrankenskasse, vol.
22, November 18, 1988, Tabie 1, p. 680.

West Germany’s Heat-Care and Health- insurance System:
MMMCMWWDLUNEM
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The Structure of the West German
Health-Insurance System

(The Number of the Percentages of the Popuiation in Each Type of Fund, 1986)

Private The Statutory Sickness Funds
90 ,_9%

Carriers
Substi-
e -
8.7% Funds
27.3% |

Sources: Verbend der Privaten Krankenversicherungen e.V.
Die Private Kranksnversicherungen, Zahienbericht 198799, p.13.

+ Weet Germany's Heath-Care and Health-insurance System: Com-
bining Accees with Cost Contral, by Dr. Uwe E. Reinharct.
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JAPAN

Structure

In 1961, the Japanese government enacted the National Health Insurance Law, requiring
employers to provide health insurance coverage to their employees. Government and
private employees are covered under this law. The unemployed, retirees, small employers,
the self-employed and farmers are covered under the National Health Insurance program,
a public, government subsidized, program.

Financing

The employer-based program is funded by payroll and wage taxes. The payroll tax
averages 3.5 percent and the wage tax averages 4.5 percent. The National gealth
Insurance program is financed throu dpremiums based on income up to an annual ceiling
$2, 740 per household plus national and local government subsidies.

Administration
The private program is administered by either the government (for government emgloyees)

or health insurance societies that represent large employers or specialized groups o
workers. The National Health Insurance Plan is administered by local governments.

Benefits

Physician, dental and hospital services, prescription drugs. The plan does not cover
maternity care or preventive health services.

Provider Reimt (/Cost Containment/Patient Qut-of-Pocket

Hospitals - Hospitals are paid on a fee-for-service basis based on federally established fee
schedule. Some government grants available for capital expenditures.

Physicians - Physicians are paid on a fee-for-service basis, based on federally established
fee schedule.

Patients - Individuals in the employer-based program are required to pay 10 percent
coinsurance and their dependents pay 20 percent coinsurance for inpatient care and 30
percent for outpatient care. Individuals in the National Health Insurance Program are
reguired to pay 30 percent coinsurance. Under both programs, individuals are limited to
84%': per month in out-of-pocket expenditures.
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COMPARISON OF HEALTH CARE EXPENDITURES
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» Health Care Costs As A Percentage of GNP

1960 1965 1970 1975 1980 1985 1986 1987 1988 1989
Australia 4.6 4.9 49 5.5 6.5 1.0 7.1 7.1 6.9 7.0
Austsia 4.6 5.0 5.4 7.3 7.9 1.6 8.3 8.4 8.3 8.2
Belgium 34 39 4l 5.9 6.3 6.9 7.2 7.3 1.3 1.2
Canada 5.5 6.1 7.1 7.2 7.4 8.5 8.8 8.8 8.6 8.7
Deamark 3.6 48 6.1 6.5 6.8 6.3 6.0 6.3 6.4 6.3
Finland 3.9 49 5.7 6.3 6.5 7.2 1.4 1.4 7.2 7.1
France 42 5.2 5.8 7.0 1.6 8.5 8.5 8.5 8.6 8.7
West Germany 4.7 5.1 5.9 8.2 8.5 8.6 8.5 8.6 8.9 8.2
Groece 32 3.6 4.0 4.1 43 49 5.4 5.2 5.1 5.1
Iceland 35 42 5.2 6.2 6.5 7.4 7.8 7.9 8.5 8.6
Ireland 4.0 4 5.6 7.6 9.0 8.3 8.3 8.0 7.9 7.3
ltaly 33 4.0 5.2 6.1 6.8 7.0 6.9 13 1.6 7.6
Japan 2.9 43 4.4 5.5 6.4 6.5 6.7 6.8 6.7 6.7
Luxembourg - - 41 5.6 6.8 6.8 6.7 7.2 1.3 7.4
Netherlands. 39 44 6.0 7.1 8.2 8.2 8.1 8.5 8.4 8.3
New Zealand 44 4.5 5.2 6.7 1.2 6.6 6.9 1.3 1.4 7.1
Norway 33 3.9 5.0 6.7 6.6 6.4 7.1 1.5 7.4 1.6
Portugal - - - - 6.4 5.9 7.0 6.6 6.4 6.5 6.3
Spain 2.3 2.7 3.7 48 5.6 57 . 56 5.7 6.0 6.3
‘Sweden 4.7 5.6 7.2 7.9 9.5 93 9.0 9.0 9.0 8.8
Switzerland 33 3.8 5.2 7.0 1.3 1.6 1.6 7.9 8.0 1.8
United Kingdom 3.9 4.1 45 5.5 5.8 6.0 6.0 5.9 5.9 5.8
United States 5.2 6.0 1.4 8.4 9.3 10.6 10.8 i 1.3 1.8
Average . 39 4.5 54 6.5 7.1 7.3 7.4 7.6 7.6 7.6

o
Source: George Schicber and Jean-Picrre Poullicr, “International Health Spending: Issues and Trends,” Health Affairs (Spring 1991)
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Health Care Inflation

Compared To General Inflation
Consumer Price Indexes* Year-To—Year Percent Changes

Year All Items  Medical Care All Items  Medical Care
1951 26.0 15.9 7.9% 53%
1952 26.5 16.7 1.9% 5.0%
1953 26.7 17.3 0.8% 3.6%
1954 26.9 17.8 0.7% 2.9%
1955 26.8 18.2 -0.4% 2.2%
1956 27.2 18.9 1.5% 3.8%
1957 28.1 19.7 33% 4.2%
1958 28.9 20.6 2.8% 4.6%
1959 29.1 21.5 0.7% 4.4%
1960 29.6 2.3 1.7% 3.7%
1961 29.9 22.9 1.0% 27%
1962 302 23.5 1.0% 2.6%
1963 30.6 24.1 13% 2.6%
1964 31.0 24.6 1.3% 2.1%
1965 315 25.2 1.6% 24%
1966 32.4 26.3 2.9% 4.4%
1967 33.4 28.2 1% 1.2%
1968 34.8 29.9 4.2% 6.0%
1969 36.7 31.9 55% 6.7%
1970 38.8 34.0 5.7% 6.6%
1971 . 405 36.1 4.4% 6.2%
1972 41.8 37.3 32% 3.3%
1973 44.4 38.8 6.2% 4.0%
1974 49.3 42.4 11.0% 9.3%
1975 53.8 47.5 9.1% 12.0%
1976 56.9 52.0 5.8% 9.5%
1977 57.0 6.5% 9.6%
1978 61.8 7.6% 8.4%
1979 67.5 11.3% 9.2%
1980 74.9 13.5%
1981 90.9 82.9 10.3%

4 982 96.5 92.5 6.2%
1983 99.6 100.6 3.2%
1984 103.9 106.8 43%
1985 107.6 113.5 3.6% 6.3%
1986 109.6 122.0 1.9% 7.5%
1987 113.6 130.1 3.6% 6.6%
1988 118.3 138.6 4.1% 6.5%
1989 124.0 149.3 4.3% 7.7%
1990 130.7 . 162.8 54% 9.0%

Aversge, 1981 - 1990 . 47% o 8IS

Source: Bureau of Labor Statistics
y
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Relationship Between Health Care Costs

And Average Wages
(Dollar Amounts In Constant 1990 Dollars)

Annual Household Heaith  Health Costs Weeks of Work
i Care Costs As Percent Needed To Pay
Year  (per worker)* (per worker)®* of Eungg Health Costs
1965 $20,414 $1,348 6.6% 3.3
1970 21,761 1,439 6.6% 3.3
1975 22,010 1,511 6.9% 3.4
1980 21,128 1,390 6.6% 33
1985 20,820 1,714 8.2% 4.1
1989 20,364 1,937 9.5% 4.3

[Projections, Based on Trends During 1980-89]

1990 20,060 2,042 O 102% 5.1
1995 19,544 2,572 13.2% 6.6
2000 19,060 3,266 17.1% 8.6
2005 18,579 4,189 2.5% 1.3
2010 18,110 5,387 29.7% 14.9
2015 17,653 7,013 39.7% 19.9
2020 17,207 9,128 53.0% 26.5
2025 16,773 11,882 70.8% 35.4
2030 16,350 15,466 94.6% 47.3
2035 15,937 20,132 126.3% 63.2

* Annual earnings for someone working year-round, full-time, at the average hourly
wage for production and nonsupervisory workers.

o ss Annual heaith care costs paid by households, divided by the number of workers for
each year.
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COMPARISION OF KEY HEALTH INDICATORS

RYX



Aigiqry o1y AesJer MoN

Xb¥

N Infant Mortality
: (Infant Deaths Per 1,000 Live Births)

1960 1965 1970 1975 1980 1981 1982 1983 1984 1985 1986 1987
Australia 20.1 18.5 179 143 10.7 10.0 10.3 9.6 9.2 9.9 8.8 8.7
Austria 37.5 283 259 20.5 14.3 12.7 12.8 1.9 1.4 11.2 10.3 9.8
Belgium 31.2 2.7 21.1 16.1 12.1 1.5 11.1 10.5 10.0 9.4 9.7 9.7
Canada 21.3 23.6 18.8 14.3 10.4 9.6 9.1 8.5 8.1 8.0 7.9 7.3
Deamark 21.5 18.7 142 10.4 8.4 7.9 8.2 1.7 1.7 7.8 8.2 8.3
Finland 21.0 17.6 13.2 10.0 7.6 6.6 6.1 6.1 6.3 6.3 5.9 6.2
France 27.4 21.9 18.2 13.6 10.1 9.6 9.3 89 8.3 8.1 8.0 1.6
West Germany 33.8 23.8 234 19.7 12.7 1.6 10.9 10.2 9.6 8.9 8.7 8.3
Greece 40.1 34.3 29.6 24.0 17.9 16.3 15.1 14.6 14.3 4.1 122 11.7
Iceland 13.0 15.0 13.2 12.5 1.1 6.0 7.1 6.2 6.1 5.7 5.4 7.2
Ireland 29.3 253 19.5 17.5 11.1 10.6 10.5 9.8 10.1 8.9 8.7 7.4
Italy 439 36.0 29.6 222 14.3 14.1 12.9 12.4 1.7 10.9 9.8 9.6
Japan 30.7 18.5 13.1 10.0 15 7.1 6.6 6.2 6.0 5.5 5.2 5.0
Luxembourg 31.5 24.0 24.9 14.8 1.5 13.8 12.1 11.2 1.7 9.0 8.0 9.3
Netherlands 17.9 14.4 12.7 10.6 8.6 8.3 8.3 8.4 7.0 6.9 6.4 7.6
New Zealand 22.6 - 16.8 - 12.9 1.7 1.7 12.5 11.6 10.8 11.2 9.8
Norway 189 - 12.7 11.1 8.1 7.5 8.1 7.9 8.3 8.5 7.8 8.4
Portugal 7.5 64.9 55.1 38.9 24.3 21.8 19.8 19.2 16.7 17.8 15.8 14.2
Spain 43.7 37.8 28.1 18.9 123 12.5 11.3 10.9 9.4 9.0 8.7 8.7
Sweden 16.6 13.3 1.0 8.6 6.9 6.9 6.8 7.0 6.4 6.8 5.9 6.1
Switzerland 21.1 1.8 14.4 10.7 9.1 7.6 7.7 7.6 7.1 6.9 6.8 6.8
United Kingdom 2.5 19.6 18.5 16.0 12.1 1.2 ‘1.0 -~ 10.1 9.6 9.4 95 9.1
Unitod States  26.0 4.7 20.0 16.1 12.6 1.9 11.2 10.9 10.7 10.6 10.4 10.1
Average 29.4 4.8 2.5 15.9 11.4 10.7 10.3 9.9 9.4 8.8 8.7 15

Sources: “International Comparison of Health Care Financing and Delivery,® Health Care Financing Review (Annual Supplement 1‘989); 1987 data for
certain countries, World Health Organization, World Health Statistics Annual, 1989.
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g Female Life Expectancy
(At Birth; In Years)

1960 1965 1970 1975 1980 1981 1982 1983 1984 1985 1986 1987

Australia 74.0 - 74.2 76.2 78.0 78.4 78.2 78.7 78.9 78.8 79.6 79.8
Austria 71.9 73.0 7.4 74.7 76.1 76.4 76.6 76.6 7.2 7.4 7.8 78.2
Belgium n.1 - 74.2 75.1 76.8 76.8 76.8 - - - 78.2 -
Canada - - - - - 789 - - 79.8 - 799 802
Deamark .1 - 76.1 76.8 7.6 T4 7.5 K ns 7.5 778 180
Finland 72.4 - 74.5 75.9 76 T8 78.1 78.0 78.8 78.5 78.9 78.9
France 7.6 75.0 76.1 76.9 %4 785 78.9 78.8 793 79.4 £0.0 81.1
West Germany 71.9 - 73.6 75.2 76.5 76.9 7.2 7.5 7.8 - 18.5 78.9
Groece 70.4 - 7.6 - 76.6 - T - - - 78.9 -
Iceland 75.0 - - - 9.7 - 79.4 - 80.2 80.2 80.4 80.0
Ireland 7.8 - 73.2 - 75.0 75.6 5.6 - - - 76.4 7.3
laly 71.8 - 74.6 75.9 77.4 77.8 78.2 8.1 78.1 - 79.2 -
Japan 70.3 73.0 74.7 7.0 8.7 79.1 79.7 79.8 80.2 80.5 81.6 82.1
Luxembourg 71.9 - 73.9 - 75.1 76.7 - - - - 7.9 -
Netherlands 75.5 - 76.6 7.6 79.2 79.3. 79.4 79.5 7.5 9.6 79.8 80.3
New Zealand 739 - 74.4 - 76.4 76.9 76.9 76.9 71.7 - 71.5 77.3
Norway 75.9 - .5 8.1 79.0 79.4 79.4 79.6 7.5 79.4 79.9 79.8
Portugal 67.2 69.3 71.0 - - 6.6 .- 76.2 - 76.7 77.1 7.5
Spain 72.2 - 75.1 76.2 78.6 75.8 79.3 79.1 79.7 0.0 - -
Swedea 74.9 76.1 7.1 7.9 78.8 79.1 79.4 79.6 79.9 79.7 80.2 80.4
Switzerland 742 - 76.3 78.2 79.1 79.0 79.2 79.5 79.7 80.0 80.6 81.0
United Kingdom 74.2 - 75.2 - 5.9 76.2 - 7.2 7.4 7.4 7.5 78.3
United States 7.3 7.7 74.7 16.6 76.7 71.9 78.2 78.3 783 78.2 78.3 78.4
Average 7.9 7.4 74.8 76.6 7.5 71.6 78.2 78.3 78.9 78.9 78.9 793

Sources: “International Comparison of Health Care Financing and Delivery,* Health Care Financing Review (Annual Supplcmcal 1989); 1986 and 1987
data, World Health Organization, World Health Statistics Annuals, 1988 and 1989.
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‘s Male Life Expectancy
(At Birth; In Years)

1960 1965 1970 1975 1980 1981 1982 1983 1984 1985 1986 1987
Australia 61.9 - 67.4 69.2 70.9 71.4 71.2 2.1 12.4 72.3 73.0 73.2
Austria 65.4 66.6 66.5 67.7 69.0 69.3 69.4 69.4 70.1 70.4 71.0 71.6
Belgium 66.7 - 67.8 686 . 70.0 70.0 70.0 - - - 71.4 -
Canada - = - - - 7.9 - - 73.0 - 73.1 73.3
Denmark 723 - 71.0 7.1 71.4 71.4 71L.5 71.5 71.6 71.6 7.9 7.9
Finland 65.4 - 66.2 67.4 69.2 69.5 70.1 70.2 70.4 70.1 70.6 70.7
France 67.0 67.8 68.6 69.0 70.2 70.4 70.7 70.7 71.2 713 71.8 "72.6
West Germany 66.5 - 67.3 68.6 69.7 70.2 70.5 70.8 71.2 - 7.9 72.2
Greece 67.3 - 70.1 - 72.2 - - - - - 74.1 -
Iceland 70.7 - - - 73.7 - 739 - 74.0 74.7 75.0 75.1
Ircland 68.5 - 68.5 - 69.5 70.1 70.1 - - - 70.8 71.6
ltaly 66.8 - 68.6 69.7 70.7 71.1 71.5 71.4 71.6 - 72.7 -
Japan 65.4 67.7 69.3 71.8 733 73.8 74.2 74.2 74.5 74.8 75.5 75.9
Luxembourg 66.1 - 67.0 - 68.0 70.0 - - - - 70.6 -
Netherlands 71.6 - 70.9 71.4 72.4 72.7 72.7 72.8 73.0 73.1 73.1 73.6
New Zealand 68.7 - '68.1 - 69.7 70.5 70.7 70.8 71.2 - 71.1 71.0
Norway 71.4 - 71.0 71.9 72.2 72.6 72.7 72.9 72.8 72.9 72.9 72.8
Portugal 61.7 65.3 65.3 - - 68.9 - 69.3 - 69.7 70.2 70.6
Spain 61.4 - 69.6 70.4 72.5 72.6 73.2 73.0 73.2 74.0 - -
Sweden 71.2 n.1 72.2 72.1 72.8 73.1 73.4 73.6 73.8 73.8 74.0 14.2
Switzerland 68.7 - 70.1 71.8 72.4 72.5, 72.7 72.8 73.1 73.5 73.8 74.0
United Kingdom 68.3 - 68.8 - 70.2 69.8 - 71.4 71.5 71.5 71.7 72.6
United States 66.7 66.8 61.2 68.8 69.6 70.4 70.9 71.0 71.1 71.2 71.3 71.5
Average 67.8 67.7 68.6 70.0 70.9 71.1 71.6 71.6 72.2 723 72.3 72.7

Sources: "International Comparison of Health Care Financing and Delivery,” Health Care Financing Review (Annual Supplement 1989); 1986 and 1987
data, World Health Organization, World Health Statistics Annuals, 1988 and 1989.
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ONE-PAYOR REFORM PROPOSALS

APPHEP

B1LL/PROPOSAL SCOPE Of COVERALE FINANC I NG COST CONTAINNENT OIHER FEATURES COMMENIS®
*_%

H.R. 1300 Universal coverage provided by U.S. N0 coinsuiance of deductibles. New 6X employer Piospective global budget and fee Clawms processing Has 66 (o sponsors (2 92).

Universal MHealth Act Government. Basic benefits include oll payroll tax, increase corporate and personal schedules for providers - (paid contiacts - one pes Assumes sevings (rom

ot 1991 “medically necessary physician and hospital income tan. Special Medicare Part 8 fee for monthly) through federal/state state. redu tion wecessaly

Rep. Marty Russo (D-1L)

care” (includes mental, dental, prescription
drugs, preventive 8 home care).

long-term care, increase in tanable Social
Security wage base, and other “federal
contributions,” all to National Mealth Frust
fund, administered by the states.

commissions or negoliations, and
HHS. Separste budgets for
capital and medical education.
Adjusted awwally by GNP and
inflation growth. wWould apply
Medicare outcomes sesearch and
piactice guidelines to entire
system.

Individual choice
of provider.

care and administiative
costs.

H.R. 5300 Alters and provides Medicare coverage lor $1,000 snvual premium pard by payroll tax Applies Medicare features: DRGs, todividual choice Rep. Stark was o bey
Nediplan all Americons. Adds to Medicare benelits: employer 80X/employee 20X; adjusted (or low RVRBS, volume pesformance ot provider. dissenter on the Peppes
Rep. Pete Stark (D-CA) well-child, pieventive care and long tlerm wncome. Additional 4% income tax per family. standards; no balaved billing Commission, amd 1s
care. Basic single deductible $500; $2, 500 Chairman of House Ways &
out-of pochet limit, (except for well child Means Sudx osmitiee on
and preventive care). Low 1ncome benelits Health
also include untimited hospital, outpatient
diugs, glasses & hearing aids.
S. 14 Universal coverage for hospital, physician, Creates National Nealth Care Jrust fund: SX National Health Commission to New 1ndependent Sen. Keriey 15 o

Nealth USA Act of 1991
Sen. Bob Kerrey (0-ME)

preventive, mental health, nursing home,
home health, and prescription services, os
well as long-term care, all provided through
state-operated or supported FIS and private
health plans. Reploeces oll other public
health plans snd not tied to employment. WNo
limits on scope and duration. Enperimental
treatments to be approved by national board.
Private plans reimbaursed by States and must
include No underwriting restrictions; annual
open enrol lment .

payroll tan (4X employers, IX employees),
exemption for first $30,000 of payroll. New
excise taxes (cigareties and alcohol), incresses
corporate and personal income texes, 2X tax on
income, increases Social Security wage
base to $125,000, incresses amount of Social
Security benefits subject to tax to B5X.

Annual deductible of $100, 20X co-pay, $5 per

visit, $1,000/81,500 2,000 cop individual/femily.

No cost sharing for preventive, hospital or
nusing home care (for first 3 months)

fecommend annual globsl budget
and compute national per capita
cost (with edjustments) to
determine federal contribution to
states. State budgets would
include seperate accounts for
prevention, capital spending and
medical education. States would
Pay providers negotiated rates
using REAVS and eapendituie
targets.

National Nealth
Care Commission snd
sdvisory board to
administer.

State plens could
be WH0s, menaged
care networks, etc.

presidential candidete

Estimates (oSt savings $11
biltion the tirst year,
and $150 billion over five
yeers.

through 1ncreased payroll taxes.

Rep. Mary Rose Oakar (D-OW) -
standards, capilal budgets, and technology assessment; all-payor rate setting, mxiest cost -sharing, and state adm

n.b. Other One-Payor Proposals:
wa. N

ne 8

H.R. 16

state

Rep. John Dingell (D M1) -
administration.

Similar MMl legislation intiodx ed

by Rep. Dingell, amg his tathes, tor many years

"Medicare Universal Coverage Expansion Act of 1991 “ Rep. Sam Gibbons (D #1), which would also expand and eatend Medicare (o all Americans, permit & piivale Medigap marhet, and be paid for

CMMI.'\.SIV‘! universal health coverage progiam with long-term care that combines padlic finance with private insurance federel commission would establish qualaty
stration. Rep. Oakar was meabres of the Pepper Commission

a national health insurance program financed by a 5X VAl and run by & new federal board that would stlocate funds 10 states amd devise (OSt (ontairment “liategies;




‘PPN Ul SwIISAS Aaa))p
p3tiueb o )o yuawdo )3Ap
10§ SIAY RN pUe  WI0)I)
anesdiey Buyes A)jurewod
e anssy padjuesend 25inbas
pus  ‘Buripsmiapun  11qigosd
PINOR 1ey) SWI0)Is 1INI0W | oS

“A313) )12 wI1sAs gy jvay
r01del  PUE’YIIEISII  SIWDIINO
PUT 1UIWSSISSE ABO |OUYII) I INPUO)
‘sauy jIapInd 231100d nssy
pinon  Arg|enp 218) yl|eIN uO
Pivog |PUOIIEN  “IPIN.-WIISAS ISN
10) $219)3 WIWIS NI 13PIA0d

S13S OS)Y  “dND UY YIn0IB SIydIew
3 pnun sead yred x2 Buipuads
npay P non pue ‘s)abse)
Suipuads . pue 198pnq 10qo0 )6

S13S PIOR NIIAIY Y) |EIN JeVOY JEN

1darea s3>

X001 -P1IYY - )3
1A13S 1 )® %02/%089

'000°£$/00$° 18 11wy ) 33330d

jo.no !
00y8/002%

‘02L°E/2EY°18)

ceniwad

Ayrwe)/yenpiapus
:sAed-0)

Ayiwny/yenprarpuy
202/308

pajewi)s) ‘ded

21e21pan 03 dn ‘Y)|eIN .04y
J0) wey josded xg'0 Aed
0) S|enpIAIpUY pue SWit) 11V

“uey jjoshed xgy | Aed 03
$3240)dw) ‘U019 \ndod PI1eIIPIY
swnsgns  pnom  jJeyy uved
Y1 )RIH - O1g MU UL SIUIW) )OI
110ddns 0y vey jjoshed Yy
¢ Aed ,Aeyd, 1,uop 10y) Swity

"S33IA NS

pue 1€  Jay10 pue 2197
PIINY- 1138 “2A1 USR5 3N INOY
‘yrjeay 19uam ‘1931608
‘yrjeay swoy ._:.aneu
sapn)out 1.y 38eyde

piepiuys sarepuse LAvgg, ‘ue)d
J1ignd  J0  Jjepuew 1340 dwd
ybno1yy  BeI3A0>  JESIIAIUN

(suowwis Asuan)
woy11190) dIysIIPeI ) JeUoiIen
319) 11PN U1 13IY)

“X001 O Pasedsdu) PIINSUL - ) |Is
10§ SUOI11INPIQ “pI|eadas v¥E0)

“$13y10n
001 Uyl Jam3)  qIim swii)
10) ueNSUL-J)1I8  S)IQIYOId

‘g9 o1

‘suamsnipe yaim
‘YinoiB guD O) PINY  SISEIIW

‘anoqe o

2w03U1 .m0 )

1 Je)ims shed.0)

“s|npIAIpU
10) INWISISSY

“S13A3) IIEIIPIN O) WY} IIAO

‘81934 y
33A0 Uy -paseyd Ijepuey

SINIMO)

SNV ¥MI0o

INIWNIVINDG)Y 1SOD

SAVd 02/INIINVNLY

V4 Jend

“6uimoy1op | 69 £1111Q)81)3 21831pay $13m0) “ue) J1oshed paseasruy | ISTIIUE PINOR SIUIISINGEIIS .
paq)srsap (929¢ UOISSIMN0) JUIMIITIUD) 130) 21e) | pue ‘(s1wah € sayye | pUe 3wiuod 01 PIEIIPIN | “SPIowIsnoy 3833A0) (e JO) (11-0)1y3sroyusIsSoy Ueg "day
LR TR IG LTI " 0E 7T ‘wed | yrjean  jeuvorien AQ pvIesp | x4) ¥eins 3wonsy Ijesodsod UOL10UIP 100D 31 jIUIQ SIPIAOIY 1661 J°
ysnd Aow ‘)y1q siyr o) | Arjay Aed s0 (Buryyimiapun ou | Buidias ey pue ‘Sutpuads | pue jeuvossad  ‘(A)jenug) “uoyyendod s38unoA 19V JUdWuITIWO)
W81 ) )Ny Buiayb Jou “83) SPIUpURIS |0IIPR) UINIID) 1911de) ‘3136s9) Buipuads |eqo |6 vey Jj0sAnd x4 :Ss3h0)ded 10) S11)uq 1ouo) ) Ippe - anoqe 130) pue 36913A0) BIUE INSU| Y) \9IN
uswijey) SweIN § SAepn 123w 15rw sue|d yijeay dnoin | Arorepuee 1nq 3soge o) sejiwis | Gusaredt rg ) seduou 109 | witm  ‘3ieotpaw o) sejiwis | 0y 1ejtwis  Jjepuew 1340 )\dw) 02 WM
(26 1) "sweyd
2)A1s usipeue) 1dope
o) parriwiad aq pinon
s21935 pue ‘Guipuiq ¥
Pinon SUO L JeP 1IN0 3D ) pasea st
210 pieog ‘OSIV | pakordea )33 10)  UOII WO ‘U0t 1Cw 10 juUL
UoIpsEnt 2 weu ) 12wnsuo) pue uoilelo} e
pioae o) SUCL YIS “$2191 JuImISIngwi1as | (e ides *Ayddns s3apraod “s303A 3A1) 0) 0) 13A0
OV P12 ot N9 | 550005 21e21paw asn o) | ‘saies 21en6as wiisosuod drers -A3€121335 Sun Aq ssaulsng jews 10) Ul .paseyq
dn payiew 111ww0) | yoyssiwsad ‘sseak 2 1310y sO) pauiwia13p 3q 01 ‘)josded yo “(pot sad Suryien Bus rp
sassautsng nau s)deavd ‘siedk ‘w10)31 331130 sd)ew | 1022130 vo paseq xe) yBnoIY) wieasd X201)  ‘sasdo)dme
oI | ¢y s3I0 uy .paseyd dnepuew | pue ‘swe) ai1eis jo uwotidea.asd | S1340)dwd wBuyAed-uou, “sa19) aseipay | dn.asers  JO) LVESOD)  PUD
98 - 180> I8 1Sy | Isassauisng | ews UEe1II) 10) | ‘510201030 pUe YI1e3sas SawodIno | AQ  PIJUL)  L2183133wv. | lsuoiangisiuos pue spiepueys | quosy, cwaam sad sinoy 30w
diepuew U1)0s O) 1IPIII Y8 | 40p Buipuads PISEIINN  ‘OS|Y 1913p3)  ynm saymas AQ | 10§21 wion oy  33340)\des s (v
‘w1343 swie)> "S31e1 JIpiaosd  PIPUINEO 333, ‘awo3uy mo) | pIsaisiviepy “2jepues s340)ded | j1® 01 ‘Judjeainbs (ersenyde e_o.u-.:aag (AN-0) 29113)2900y
«$83)13ded,, s3Besnoru) ‘Buties | 2191 1062u pue s128 @) 10) parsnipy “1wi) 13ydod | 10) se siypauag "uvorieindod | 0 ‘(3193 AU pue Aer (ve-0) Apausdy prenp)
- sa8ueyd o> ve) AViunmeo) “sS333¢ 2393 pabevew | Buipuads ys)IQeIS? 01 (BINY) <1010 000°ES ‘AIA1NDIP | Predpan apniur o) os e | Aqeq-)jan  ‘jeeuasd  ‘yieay (M-Q) 113y N 36,039 “suas
10 UDIIEYE] 311G ON | ‘SUOIIININEIS Buitsmsapun | preog amiipuadn) yijean (e3pdg | Ayr1we /s yenprarpul | LJAed, ,uop oun ssdhojdes | jeIuIm  ‘SIIIANRS  uei I sAyd L RIRE
$S11qiyo i ‘e1)1s0su0) Butseyrnd | maN  "3re)isawy  so) Asorepiew | 00SS/062S ‘eniwaid | jo sasko)des 1oj ueid J)gd | § 101idsoy) ved Yajeay Jiseq | VIV J0) 1) YIEIN I |QEDIO) )Y
(26-2) si0suods o) of 0§ INWI0)30 JNW ) \ews 10U Inq pIdenorsd 1er pabeuey | X02/%X00 :Butseys-1303 | AU se  3se)1s3wy  $21033) | pjacsd ©0) depuee s3A0\de) 122V 'S

$SIIIV/IIVONYM TIVEIADID

WSOdoud/ 1118

WAVd H0 AV14,,/SILVONVY IOVHIAO) IAISNIHIUAWO) ¥IA0TIWI - I L¥Vd

dRNdd Vv




35%

Aripiquay (etue wwirew 03 dn CAed 02 G2 pue QI IINPIP 1SIPOW Yitn ‘saakoydua j1e 19A0) 0} Sidhojded parepuew ‘uovin PIEYINY “SI1d AQ pasodosd . (JIND) WRIB0Ig IIURINSU| Y) (AN IAL1SUIYI sdeo )

TSWIN)IS JaYIew | 1ewS (IW0IUl 5SSOI JO YG JO SSIINI Ui swniwdsd Jo X/ 140D 0) ADISNIS SSIUISNG |)RWS “S11JIUIQ JO SNIELS ¥E) Ut IBuRYd OU pUE BulINYS 1307 PILIWI ) “sdnosB | jews Buy jood
10) w1130510) Bnseyrind xemsur JeniBas PapIaosg “36913402 earid aseyrsnd o) (aur) A1saaod jO XG gL 01) $13RIOM IWOIUL-MO| O ADISONS IP1ACID 03)E PINOR YIIYN ‘DIEIIPIY PIPURDY LS AQ PIIIAOI 3G PINOR
syenpraipt padnyded von  Aed 10 Aeyd ou !s3aA0|e2 J1® 103 S11JUIQ J0 Bexyred J1)1ads @ ap1acsd 0) $1340)ded pIrepuew ‘uewrven AIUdN “dag PUR ADIAIX PIYRD) (UIS ‘1Y SURIIIIEY IV JO) S)IJIUIP disen Y]

"$3321A135 10 sue)d 13Yyr1s 10) 1do oY SI11R1I1 VAN 0) Butieys 150D 1318336 1)1y pue SUR)d §502.10) ‘IA1)133dW0I 20) PIq OF Ssosuods )18 3710)
‘w11 1240 ‘pinon wed 3yt Ve D 3A11335§3.1500 150w 1IN0 K} 01 PUe ‘suejd A0 1dwd AG PIIIA0)I Jou ISOY) J0) JUIBE BuiseyIand INWINSUL SE IAIIS 0) IS YIeI uy sosuods Iy U0 ISEI) I SIySt qQeIs) ued
pa1grenh v jo 1507 36912A8 IY) J0o Y0P 6UIPIIINI <11JIUIG VO PINR] Iq PINON IR0 dw] C)jor1Aed Jo X PIIING SIS0D JI ADISANS SSIUISNG | Jews [SIBER |ENDIAIPUL $0 (0 228 18115 wO ey jjoshed xg sAwd 1240 |dwd
10 SIUPUIAIIP 213Y) Pue SI2A0 e WY 1IN) 119 13405 01 IUpusw 1340 )dw3 YBNO 1Y) I6EIIA0T JESIIANIIN SEIN DT 1€ 12 “ANNISIFAIUN PIOJPINIS TUIACYIUF UISYY “IQ - UOIIEIadwo) pabeuew 1O ‘Ue)4 )10y} JaWNSUO)

‘U Ipiyd 30y uved i gnd mou
® 218317 0} PISN A PINON SIMIAAA L ISAY]  “wel Jjorked x2 vy ¢ Aed J0 ‘22 afe 0) dn ‘UaIp)iyd ,53340)dm2 13407 0) $13401dE3 LD Jlepurw Aed. 10.4Ae|d PI13BIeL @ sasodosd - (1661 eI 1dIS) ‘insien 113qoy day

‘U0t IR)SIB2) JIND Y61 O) SE)IWIS  CEIED 150D JO UOIIFUIBISSID
Sannbd) pur TRt PG MUN I wI0IIM L 731m) paIenipIons,, S36e o nr g TPAA0 RS BN A2 BN 1R 0) PIeIpal SPUrdYd puE 2R PIN SIANISI N “SIBEM 01 $150) wnwaid JO 01185 U0 BuIpuadIp Swrt)

9 CSQEnpI AT o wat o) o1 popraosd Spipary ey Aved v Acqd o fazaen o caagpovban DAY gt o) 1A e soyepary (80 ¥) poomyreyd QOR "UIS (AAL 10 LY 4 I INSU] YL IPIR A1 SUIYS ik
'
|
1YL OU M0 ) 13N 1M ) JUmS SOPN) Wit (R et WO ISAS SAIP 0 218 PN
sasn « sorkia g Avsewr T VoINS IBo) (AR G) 2110010y AvT LIS AQ AIPUIS U P NP0 FI
7T RETANY Mg TIea1 10 1Y WI0Jay § SSOY It ) YL IvaR oS uam ) radkda g

[T TR YE T RNV I

Y6\
6961
0641
f61f ¥ »
yMeyos
4167 WM

[T

a4




PART III - INCREMENTAL REForM PROPOSALS

APPMWEP

8iti/Proposal

1
Small Market Reforms/ Access

Benefit Requirements

Cost Contairment and
Hanaged Care

Other Piovisions

Comment s

s. 1872

Sctter Access to Atfordable MHealth
Care Act of 1991

Sen. Lloyd Sentsen (D-IX)

Covers groups 2-50 employees; full-time @ 30hrs/wk.
Underuriting relorms: guarsnteed enrol iment and
fenewal , i1ts pre-existing conditions to &6 -month
waiting period, 3-month look beck (ie.
portability). Premium rate limitations and
disclosure, (base rate varisnce to 20X, annusl
rise: trend ¢ SX, rating band Limits, GAD to study
premium rates). 15-state demonstiration grants for
small employer purchasing groups. State may adopt
reinsurance pool of risk allocetion. Corriers must
register with state. federal excise tax of 25% of
premium (or non-compliance.

Ninimm package based on Medicare
plus prevention end well-child
benetits. Single deductible: $400sCP)
(or X of wages); families $700+CP}
(or 2X of wages); 20X co-payment 10
$3,000+CPI stop-loss level. Premium
contribution for employees capped at
200X (50% for part-time).

£stablishes ftederal Health
Care Cost Contairment
Commission to advise on cost
containment; State mandates
and snti-managed care lows
pre-empted. Establishes
federal certification of
managed care and UR programs.
Increases funds for outcomes
research.

Raises tax deduction for
sell-employed to 100X. Adds
colorectal and maswmogr aphy
screening and flu shots to
Nedicare package. MAIC to
develop model state statutes
and regulations

9 co-sponsors, bi-
partisan.

Cost estimated at
$10 billion over
five years.

"R 3826

the Meslth Insurance Reform and Cost
Control Act of 1991

Rep. Dan Rostenkowshs (D-IL)

Simitlar, but: full time @ 17.5hrs/wh, imposes
community rating with age and gender adjustments of
plus or minus 25X allowed; tull disclosure
required. No provision for purchasing groups.
Carciers (o register with state and WHS. fedeial
encise tan for non compliance.

Similar benefit package. Single
deductible: $250, tamily: $500. Mo
co payments far preventive services
or inpatient care tor children. Co-
payments limited o
$2,500/individual, $3,000/1amilves.
Silent on employee premium
contribution.

Seme commission. Small group
standards to be established by
NHS with NS and lreasury
enforcement; states may be
peimitied to certify and
supervise small plans.
develop uniform claims
processing.

HHS to

Raises self employed
deduction to 100X deduction
over four years. Similar
Medicase enhancement . NHS to
establ ssh payment cates for
hospital and physician
services based on Medicaie
RBRVS and DRGs, to be
spproved by Commission. Small
employers would be prohibited
from sell-insuring.

12 Co spunsors

Cost estimated at
$7.9 baltion.

WAL 1565

The Meslth Equity and Access Reform
today (MEART) Act

Reps. Nency Johnson (R-C1)

and Rod Chandler (R-wWA)

O
«

7(

Covers tirms with 2-50 employees working

17.5 hrs/wk. Similar enroliment, renewal, and pre-
enisting condition as W.R. 3626. Reting
requirements similar to S. 1872, encept MAIC will
develop standards for premium incresses for
renevals and reinsurance. (States may impose
charges on insurers or sell-insured employers (o
pay for reinsurance.) All plans to register with
state. Silent on purchasing groups. States must
adopt MAIC models, or be regulated by federal
goverrment . Federal excise tex for non compliance
by insurers gnd employers.

“MedAcess” minimm package,with basic
hospital, medical, surgical, and some
preventive services.

MedAccess plans pre-empt stale
mandates.

lan disincentives provided for
plons lacking managed care and
"sesponsible co payment plan®
(1e. employee pays 30X of
benefits costs). Safe harbor
plans require employer
contribution of $160/300 per
individual/family. Non-cost-
controlled plans taned ot 25%
of costs. Restrictive state
ant i -menaged care lows pre-
empted (or five years.

Employers mendated to oftes
NedAccess plans one yesr
after enactment. Self-
employed tax deduction
increased to 100X over 5 year
period for mansged care
plens, or tor plans with 30X
co-payment .

fort seform for commmity
Dealth centers, and $1.5
billion in grants to expand
services.

HHS o develop inpatient
clinical data stendards, and
all hospitals must maintain
such data within 8 yesrs. 810
million in grants for
date/qual ity monitoring
systems .

10 co sponsors
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PART IV - FReEg MARKET

APPWEP

8111 /Proposal

Tan Ireatment of Nealth Plans
R

Affordability & Cost Containment

Public Plan Reforms

Other Provisions

Comment

Heritage Foundetion

Complete tan equity: Removes
current federal subsidies for
group/individuel health benefits
and replaces with individual tax
credits; 20X open-ended credit
provided for all insurance

Assumes more careful and cost
effective individual purchase ot
Coversge and care, grester
competition among carriers and
providers. Envisions state risk
pools for high-risk end

purcheses that meet ming
requirements, plus steeply rising
credit for out-of -pocket expenses,
besed on family income. Credit for
t coverage would i1nclude
older children and grandchilidren.

sbles.

Expands Medicaid eligibility to
income level, and encousrages state
managed care plans for Medicaid.

Would Increase Medicare
deductibles to offset assistance
for low income elderly. Encourages
Nedicare funds to be used for
individusl vouchers to purchase
private plans.

Individual mandate - All Americans
would have 10 acquire coverage.

Long-term coare: allows use of
retirement funds to purchase long-
term core INSUrance; eNCOurages
conversion of life insurance into
LIC policies; promotes home equity
lump-sum conversion to purchase
LIC policies; provides tan
incentives for LIC policy
puschases.

Decouples coverage from
employment; piumotes masiowm
portability.

".R. 3084

Ine Atfordeble Mealth Insurance
Act of 1991

Rep. William Dannemeyer (R CA)

Caps dedction/eaclusion at 83,695
per employee for tamily and 81,478
for individual coverage.

Provides each uninsured a 33X tan
credit for premiums, up to a limit
based on age ($350 for under age
29 10 $2000 tor over 65) for
purchase of federally qualified
“no-frilis® plans. Adjusted
annually according to rise 1n CPI.

Qualified plans enempt from state
mandates, state premium taaes,
risk pool assessments, and rate
regulations.

Mot edde essed

lax credits available for

establ ishment of medical care
savings sccount 1o pay for medical
expenses. Minimm balances
required.

Mot considered major legislative
proposal, but incorporates
principles of “free market . *

Respons ible National Nealth
Insurance

Mark V. Pauly, University of
Pennsylvanie, et.al. (American
Enterprise Inat.)

Similar ton credit as Neritage,
except Congress would chose fined
levels for each income level, and
would be used to purchase bagic
coverage. Deductibles and out-of -
pocket limits geared to income.
Credits would be refundable.
Vouchers for low-income, set ot
2670 for very high income.
Employers could still offer group
coverege (and get the deduction).
Employee taxn (iability depends on
income level, level of benefits
offered, and tax credit ofiset.

Assumes more competilive, cost-
conscious merket would result.

Local welfare agency would
facilitate refundsble
credit/voucher for low income.
Nedicaid would be replaced by
voucher system, the eligibility
would be eapanded based on income.
Similar approach would be applied
to Medicore over time.

Like Meritage, individual mandete
10 purchase basic coverege.

Government would negotiate with
inswrers in different aress to
serve as “fall beck® coverage for
those unable to obtain It
otherwise.

Salance billing negotisble.

Adverse selection eliminated, but
high cost of high risk premiums
could be offset by further credit.
Also, commmity rating could be
tried, as well as high (1sk pools.

flenibility, and most current
arcangements, would continue.

Kbe
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