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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 1 i tt le 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 it, or something 1 ike 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 gosh, we came upon somebody who had 

lived in Mount Holly, which used to be my district and in which 

I have a medical off ice even now. We found her through the 

National Conference of State Legislatures. 

call that? 

Is that what we 

J 0 y JOHNSON WI LS 0 N: 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 aecepted with alacrity, and I didn't realize that she 

was operating-- Her speed· is slightly reduced as far as 

locomotion is concerned r_ight 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 

Cammi ttee meeting held prior), which I thought was especially 

gracious. 
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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 wel 1. 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 is contemplating in terms of heal th care ref arm, and 

to also talk a little 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 ou~ 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 wi 11 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 is that by May or June every member of Congress will 

have his or her heal th care reform proposal which may be a 

1 i ttle bi r- 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 
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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 Heal th Cammi ttee of the National Conference of 

State Legislatures. That is the Conference's policy-making 

Committee, and we deal with all health care issues including 

health care reform. 

The Conference is 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 lobby on behalf of state 

legislatures. I lobby to Congress, and the Administration on 

heal th care issues. That's my job. I took a leave of absence 

for a year and was on the staff of the Pepper Commissi9n, 

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 little bit 

about play or pay in a few minutes. 

I think in order to start talking about heal th 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 difficult to explain. If I were a foreigner I'm not sure 

I would understand what it is 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 insured 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 is different in many ways than those products that 
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are available to larger employers. Then, for the 

self-employed, there is the individual insurance market, where 

you as an individual 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 heal th care program for all poor people. It is a 

health care program for certain cateqories 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 car~ program 

for poor people. It is a heal th 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 is 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 is almost never mentioned, a whole separate system for 

veterans and military people. It is 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 
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• 
to note. In any given year, someone may have coverage 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 look at what kinds of employers are least 

likely to provide health insurance you will find that it is 

small employers that are least likely. 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, if 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 it's not that simple. The other 

things· is that as health care costs spiral, all emple}'ers are 

ratcheting down on health benefits. So, what you see, and many 

of us have experienced this, is larger deductibles, larger 

copays, higher premiums, and what I call disappearing coverages. 

As open season rolls around, once a year, it 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 in terms of 
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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 it is clear that we as a nation have not 

reached a consensus on what to do yet. We al 1 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 is 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 like to do is talk about the 

different ways that we can approach heal th care ref arm, and 

tell you flat out that they all have pros and cons that are 

very serious ones . You can't 

cheap, and you can't do it 

do health care ... i:eform on the 

without making somebody cry, 

"Ouch." r think, ultimately, we' 11 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. 
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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 

situ at ion, really, but it's a major area where people split 

off. I am of the opinion that as long as we have 37 mi 11 ion 

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' 11 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. 

l'ffi. WILSON: It's on the handout. He wants to know 

who wrote it, and I wrote it down in--

did it. 

ASSEMBLYMAN ROMANO: No. What's APPWP? 

UNIDENTIFIED SPEAKER FROM THE COMMITTEE: 
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MS. 

organization--

WILSON: Right. It's 

ASSEMBLYMAN ROMANO: Okay. Okay. 

a private pension 

MS. WILSON: --that put this handy-dandy together. 

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

MS. WILSON: I' 11 get the full name of it for you, or 

it will come to me -- one or the other. 

So, we are high users of technology. We use more 

technology than any other country in the world. We develop 

more technology, and that does adQ. 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' 11 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 ref arming 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 is play or pay, which is really keep our 

current system, but make it quasi mandatory. 

* Then there is the finger in 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. 
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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 

Rostenkowski have all introduced play or pay proposals. Then, 

finally, there has been a hodgepodge of incremental 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 is different in nature than that 

larger groups receive, and there is 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 heal th care program is administered by 

the provinces -- which are states for us -- and hospitals work 

under a global budget, and physicians work under 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 heal th insurance, 

and they cton'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 in 

America it would be-- Some people have said, it's like 

expanding Medicare to all of the people, as opposed to just 
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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 it's pretty complex. Under the single payer system you 
wouldn't have all of the forms, which is the other main 
advantage to a s~ngle 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 is 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 
pay for the private 
cover prescription 
prescription drugs. 

room. 
room. 
drugs, 

That 

You could buy coverage that would 
Perhaps, the national plan doesn't 
and you could buy coverage for 
would be the role of private 

insurance under most single payer systems. 
Consequently, private insurers 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. It'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. 
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I think it's important to note that under a single 

payer system it could either be Federally administered or state 

administered. There is 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 is 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 is 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 it's a mandate, or you could put it so low 

that employers wi 11 go, "Why should I bother? I' 11 pay the 

tax. " That's the concern that you often hear about play or pay 

being national health insurance: Because, to the extent that 

the tax is low and everybody's part of the public plan, you 

have a Federally funded health care program for everybody. To 

the extent that the tax is very high, you're requiring, 

basically, an employer to provide coverage. So, it's critical 

where the-tax is 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 government subsidy to small businesses. That is 
clearly a very important issue if 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 is most 
likely. -- we may actually get some legislation this year 
would be small group reform. I' 11 spend a little bit of time 
talking aaout 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 staff, 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 
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important. We had bipartisan agreement that heal th 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 it'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 I'll go through some of those. I think, 

politically, it is the most likely first step if Congress is 

going to do anything on health care reform in the near term. 

Now, what is 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, basicall~. 

If you worked for Mabel's Yarn Shop, Mabel is 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 is the proprietor. He's got five, 23-year-old 

guys -- hunks -- very healthy. They' 11 come to him. It will 

be a series of insurance agents that will come and see Joe. 

Mabel has three ladies al 1 over 50, and they al 1 have high 

blood pressure. She has to go and find the agents. 

Now, one of the things that's different is, in a large 

group, they do not medically underwrite. Th2y take everybody. 

If your group 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 
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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 is called medical underwriting, and the insurance 

company can decide whether or not they wish to cover all of the 

people that work in 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 places 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' 11 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 
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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' 11 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, if 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 wi 11 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? 

sense. 

insurer. 

We know these people are sick. This does not make 

This does not make business sense for us as an 

The only way that they will do that is if 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' 11 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, 

availability, 

insurance reform, 

not affordability. 

on its face, impacts 

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 is 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 is 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 in that 

market. So, I give that a 60-40 chance this year in the 

Congress, mainly because in the Federal budget it's zero. 

Now, there wi 11 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 insu~ed 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 

wi 11 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 looking 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 lessen the amount of defensive medicine that's 

by physicians. I could probably argue both ;ides of 

:i.e, it would make absolutely no difference, and the 

t would be a tremendous help. And I could find 

tion to back ~p either. 

There are a lot of people that feel very strongly 

and for that· reason, actually, in Congress they've not 

e to move malpractice reform legislation very far. 

it comes down to a war between the trial lawyers and 

ors, and everybody gets very bloody, and nothing 

At the state level there's some evidence that 

ce reforms do lower premiums for physicians, but not 

ience 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 is a major effort. It is part of the 

's package, as a small group reform. 

The other thing is practice parameters. One of the 

1at comes up is that physicians do too many procedures 

Lny people, that are unneccessary. So, the development 

tiee guidelines 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 

:h a sore throat and the physician does five things in 

:ice guidelines that they say you're supposed to do 

17 



if someone comes 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, if a 

physician wanted to· use test that were outside of the 

guidelines, he would have to go to some other level of 

authority and appeal to do those diagnostic tests, where today 

he might just he or she -- go ahead and perform those 

tests. There is a fairly large 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, if not Medicaid under anything that 

retains an employer based system -- there will be a public 

program of some sort, and states wi 11 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 if you felt like it. 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 its Federal budget impact it never gets 

enacted: If you are self-employed, you can only deduct 25 

percent of your heal th 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 lot has been 

said about: Let states be the laboratory 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 o-f- the companies in their state. It is difficult to 

envision the state doing comprehensive health care with 60 

percent 

purview. 

thing. 

health 

of their 

ERISA is 

Most of it 

part of it 

employers outside of their regulatory 

really a t;:ension law. It's a tome size 

deals with private pension plans. The 

is very small, but it's very important, 
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because without getting some sort of exempt ion under ER ISA 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 instance, 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 is the fact that state budgets are in such 

trouble right now. Al 1 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 smal 1 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 it, 

that there are evaluations done so that we know what these 

programs do and whether or not they warrant replication at the 

national revel. 

Now, quickly, to talk a little bit about the programs 

in other countries: I think one of the major differences--

The major di~ferences between us and Canada, West Germany, and 

Japan, is that they cover everybody, and we don't. I think 

it's very important. It's a fundamental difference, and in 
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• 
some respects 

started. Our 

I think that it grows out of how our system 

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 heal thy 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 program. 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 it'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 is 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 heal th 

insurance is a personal decision in our minds. I think that 

we've not-- While we say we want everybody covered, I'm not 

sur:e we' re- at the point where W'.e 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 it'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, just like 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 important 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 in 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 is 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 in 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 budgets. 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 looks 1 ike 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 something that you lose if you get a pink slip. That's the 

trade-off. I don't know if people in the United States are 

ready, yet, to make those trade-offs, and that's where we come 

back to, "Why is 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, is catastrophic health insurance. 

Anytime you go and talk to a member of Congress, they bring 

this up. So, they' re still feeling the pain from catastrophic 

health ins~rance, 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 it?" 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, l_ike I 

said, we may get small group reform; we may get 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 something 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' 11 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 understand. 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, in 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 is 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 heal th 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 it'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 local 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, C~nada 

has much less technology than we do. I think that often people 

will say that that is one of the major weaknesses in 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: 

(laughter) 

--and it's cost-effective to do so. 

points. 

ASSEMBLYWOMAN WRIGHT: It sure is. 

UNIDENTIFIED SPEAKER FROM THE COMMITTEE: Seventeen 

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. 
plans have been brought forth. I know even in 

So many 
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 it. also apply 
to these other two? 

MS. WILSON: That is more connected to the British 
system, where they clearly ration. I think the example that's 
most often used is 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 in 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 excess 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 is 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'll 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 is about 28 percent. It started at 50 percent. 

The Federal contribution is now 28 percent. The provincial is 

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, like we are, and their 

provinces are having a hard time raising funds. 

got budget deficits similar to ours. 

ASSEMBLYMAN COLBURN: Ms. Wright. 

So, they've 

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, it'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 in and 

out, al though 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 al 1 of the 

countries that had some form of a national health program: 

United Kingdom, France, Germany, Japan, and the United States. 

28 



It was interesting -- this was only this last month that in 

the last 18 years, all of the countries had a greater 

percentage of increase in health cost starting with the United 

Kingdom who had 12.7, France was 11.2, Germany was 9.8, Canada 

was 8.75, and the United States had only an increase of 8.1 in 

heal th care costs in the last 18 years. So, it's interesting 

where you say, "What we need is a national heal th 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 1 ike you say, you :vould have one heck of a fight to 

have some of these paid people paying 16 percent, 20 percent, 

and 30 percent of their ~alaries or more, to be part of 

mandatory national health care program. 

So, you have to look at al 1 of ins and outs, what 

you' re getting for your buck, and, I, quite honestly -- even 

though I was one of the sponsors for the bi 11 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 it'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 waiver, 

but on the play or pay option, it'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 0f 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 is 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: 

there is a premium. 
Right. 

ASSEMBLYMAN COLBURN: 

But they don't pay-- Yes, and 

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, okay. 
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--

at. 

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 

MS. WILSON: No. 

ASSEMBLYMAN COLBURN: Okay. Then, finally-- Not 

finally, two more questions. How much do the foreign programs 

rely on managed care? 

that. 

MS. WILSON: They don't. 

ASSEMBLYMAN COLBURN: They do not? 

MS. WILSON: No. 

ASSEMBLYMAN COLBURN: How about that. 

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

I didn't know 

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. 

go to anybody. 

ASSEMBLYMAN COLBURN: Okay. 

In Japan, I think you can 

MS. WILSON: There's no referral requirement. In 

Canada, you have a primary physician, and I think there are 

referrals d.fter that. I'm not sure that it's mandatory, but 

there is 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? 

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 its 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, if 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 great negotiator, then you get good prices, ~ut 

somebody else is 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 ccrre 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, your 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 heal th 

care. 

ASSEMBLYMAN COLBURN: Okay. 

MS. WILSON: Samet imes, never the twain shal 1 meet, 

which is unfortunate. I think that there are a lot of people 

that would 1 ike to see more done in terms of managing heal th 

care, in terms of not having people just go out, because we're 

not good purchasers of heal th 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 is 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 answer a 

question or two if you have any. (no response) Gee whiz. 

MS. WILSON: We wore them out. 

ASSEMBLYMAN COLBURN: 

ASSEMBLYMAN ROMANO: 

Thank a lot. Yes, Mr. Romano? 

With everything that you know, 

what should be the State plan for New Jersey? 

MS. WILSON: Oh, God. I'm taking the 5th. (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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CANADA 

CHRONOLOGY OF EVENTS 

1957 Hospital Insurance Diagnostic Services Act 

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

1966 Medical Care Act 

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

1971 All provinces had established qualifying plans 

1977 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 provinces, limiting annual 
increases to a percentage of the growth in GNP. 

1984 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 . 



CANADA 

StructuR 

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

Financin1 

The federal iovemment 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 o1 the costs, the federal government 28 percent and private 
sources 24 percent. Health care costs account for approximately one-third of provincial 
budget expenditures. 

Admjnjstratjon 

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

DeneOts 

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

Provider Reimbursement/Cost Containment/Patient Out-of-Pocket 

Hospitals - Hospitals receive global budgets for o\lerating 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 r.rovince and the provincial medical society. Physicians are not 
permitted to balance bil . 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. 

EreEilqyers - Employers can sponsor supplemental insurance to cover services not provided 
in t e provincial plan. Approximately 95 percent of the private employers provide such 
insurance. Many of them provide the coverage 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 approximately ~~ercent of the population is required 
to panicipate in the Statutory Health Insurance (SHI) program. 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 panicipate in a "sickness fund," organized by locality, occupation, or 
firm, and joined into national or state federations. There are approximately 1,200 sickness 
funds. 

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. 

Financin1 

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. 

Provider Reimbursement/Cost Containment/Patient Out-of-Pocket 

Hospitals - Reimbursed by sickness funds at negotiated per diem rates. Hospitals have 
noft·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-service~ ~asis. When 
expenditures exceed the government established cap, fees are reduced. Phys1c1ans are not 
permitted to balance bill. Hospital physicians are salaried. 



Patients - The government has established nominal copa~ent 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 
purchase private supplemental insurance for benefits not covered in national benefit plan. 
Wealthy 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. 

EFlf loyers - Employers are required to pay full earnings to individuals for the first 6 weeks or fuess or disability. After that period, the government will pay 80 percent of wages for 
up to 78 weeks of nussed 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 

Type of Fund 
Payroll-Tu Rat•• 

I I Range Awrage 

Locm..,.. Fundl 10.l· 11.ft 13.ft 

~Funds 7.1·11.K 11.ft 

Cndl-buldFundl l.1·11.ft 12.ftt 

.... Fundll 
.... Cllllt 10.2· 14.ft 11A 
...... CDllr 11.1·11.R 11.~ 

ALL STAM'OllY llUNDS 7.1·1 ... "' •. 12.ftt 

. .... .. :--···-~-·' .., . ..._ ..... ,., ....... 
&I- I <-.....mni-J. 

...._CU..... a.. a Franz Scholf•.....,, ·~ und 

~ecMtnderGKV," ~---•.val 
22. tDlmblf 15, 19U, Tll* 1, p. llO • 

... ~~-~lttannt»~: 
~ Acmll.,, C09t Cotft( bJ Or. u.. e. Relntwdl. 

New Jersey State Ubrarv 



·rhe Structure of the West German 
Health-Insurance System 

(The Number of the Percemaga of the Pop.aldon in Each Type of F1Jnd, 1986) 

Private 
Carriers 

8.7o/o 

The Statutory Sickness Funds 
90.9% 

Substi­
tute 

Funds 

27.3% 

.,. ·-
SourcM: V.-.ct d#,,,,.,..,, Kratt~•· v. 

-a. PTtv-. ~. Zahlenbertcht 1917191, p.13. 



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 uneml'loyed, retirees, small employers, 
the self-employed and farmers are covered under the National Health Insurance program, 
a public, government subsidized, program. 

Financin1 

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 Health 
Insurance program is financed through premiums 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 ~overnment employees) 
or health insurance societies that represent lar~e employers or specialized groups of 
workers. The National Health Insurance Plan is administered by local governments. 

Benefits 

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

Provider Reimbursement /Cost Containment /Patient Out-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 
ret11Uired to pay 30 percent coinsurance. Under both programs, individuals are limited to 
$400 per month in out-of-pocket expenditures. 



COMPARISON OF HEALTH CARE EXPENDITURES 

• 



,_,QNP 
12 

Health Care Costs As 
A Percentage of GNP 

1980-1989 

11 

10 

' 
• 
7 

• 

••••••••• ............................ " .................. ;·~·~·..-...~.:: ..... . 
•••• ••••••••••••••••••• 

•• •• •• •• 
•• 

• • •• •• 
••• 

... .. ........ . 

---------­· --------------
5 ...,. ________________ ...... ________________ __ 

,. I ,. 



• Health Care Costs As A Percentage of GNP 

1960 196S 1970 197S 1980 198S 1986 1987 1988 1989 

Auslr•lia 4.6 4.9 4.9 s.s 6.S 1.0 7.1 7.1 6.9 7.0 
Austria 4.6 s.o S.4 7.3 7.9 7.6 8.3 8.4 8.3 8.2 
Belgium 3.4 3.9 4.1 S.9 6.3 6.9 7.2 7.3 7.3 7.2 
CH•d. s.s 6.1 7.1 7.2 7.4 8.S 8.8 8.8 8.6 8.7 
Denmark 3.6 4.8 6.1 6.S 6.8 6.3 6.0 6.3 6.4 6.3 
finl•nd 3.9 4.9 5.1 6.3 6.5 7.2 7.4 7.4 7.2 7.1 
fr•nce 4.2 S.2 S.8 7.0 7.6 8.S a.s l.S 1.6 8.7 
West Gerrmny 4.7 S. l 5.9 8.2 8.5 8.6 8.S 8.6 8.9 8.2 
Greece 3.2 3.6 4.0 4.1 4.3 4.9 S.4 S.2 S.1 S.l - Iceland 3.S 4.2 5.2 6.2 6.S 7.4 7.8 1.9 8.5 8.6 

0 Ireland 4.0 4.4 S.6 7.6 9.0 8.3 8.3 8.0 7.9 7.3 

~ Italy 3.3 4.0 5.2 6.1 6.8 7.0 6.9 7.3 7.6 7.6 
Japan 2.9 4.3 4.4 S.5 6.4 6.S 6.7 6.8 6.1 6.1 
Luxembourg - - 4.1 S.6 6.8 6.8 6.7 7.2 7.3 7.4 
Nelherlaods. 3.9 4.4 6.0 1.1 8.2 8.2 8.1 8.S 8.4 1.3 
New Zeal8nd 4.4 4.S 5.2 6.7 7.2 6.6 6.9 7.3 7.4 7.1 
Norway 3.3 3.9 s.o 6.7 6.6 6.4 7.1 7.S 7.4 1.6 

PorlUg•l - - - 6.4 S.9 7.0 6.6 6.4 6.S 6.3 

Spain 2.3 2.7 3.7 4.8 S.6 S.7 S.6 S.7 6.0 6.3 
'sweden 4.7 S.6 7.2 1.9 9.5 9.3 9.0 9.0 9.0 1.8 

Switzerland 3.3 3.8 5.2 1.0 7.3 1.6 1.6 1.9 8.0 7.1 
United Kingdom 3.9 4.1 4.5 S.5 5.8 6.0 6.0 5.9 S.9 5.8 

United Slata S.2 6.0 7.4 8.4 9.3 10.6 10.8 II.I 11.3 11.1 

Average 3.9 4.S 5.4 6.S 7.1 7.3 7.4 1.6 7.6 7.6 

Source: George Schieber and Jean-Pierre Poullier, ·1otemational 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% 5.3% 
1952 26.S 16.7 l.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 l.5% 3.8% 
1957 28.l 19.7 3.3% 4.2% 
1958 28.9 20.6 2.8% 4.6% 
1959 29.l 21.5 0.7% 4.4% 
1960 29.6 22.3 l.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. l 1.3% 2.6% 
1964 31.0 24.6 1.3% 2.1% 
1965 31.5 25.2 1.6% 2.4% 
1966 32.4 26.3 2.9% 4.4% 
1967 33.4 28.2 3.1 % 7.2% 
1968 34.8 29.9 4.2% 6.0% 
1969 36.7 31.9 5.5% 6.7% 
1970 38.8 34.0 5.1% 6.6% 
1971 40.S 36. l 4.4% 6.2% 
1972 41.8 37.3 3.2% 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 S.8% 9.5% 
1977 60.6 51.0 6.S% 9.6% 
1978 65.2 61.8 7.6% 8.4% 
19.79 72.6 61.5 11.3% 9.2% 
1980 12.4 74.9 13.5% 11.0% 

Aver.#i.~~:·;;··am:::::.:::-.:::·:=·;:=:·:::··· ...••.•. .Us<.·· 5.5• 
1981 90.9 82.9 10.3% 10.7% 

"* 1982 96.S 92.5 6.2% ll.6% 
1983 99.6 100.6 3.2% 8.8% 
1984 103.9 106.8 4.3% 6.2% 
1985 107.6 113.5 3.6% 6.3% 
1986 109.6 122.0 1.9% 1.S% 
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% 1.1% 
1990 130.7 162.8 S.4% 9.0% 

A.11911 ... 1911 - 1990 4~1• I.IS 

Source: Bureau of ubor Statistics 
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Year 

1965 

1970 

1975 

1980 

1985 

1989 

1990 

1995 

2000 

2005 

2010 

2015 

2020 

2025 

2030 

2035 

Relationship Between Health· Care Costs 
And Average Wages 

(Dollar Amounts In Const3nt 1990 Dollars) 

Annual Household Health Health Costa Weeks of Work 
Earniap Care Costa M Percent Needed To Pay 

(per worbr)• (per worbr)•• Of Earnings Health Costs 

$20,414 $1,348 6.6% 3.3 

21,761 1,439 6.6% 3.3 

22,010 1,511 6.9% 3.4 

21, 128 1,390 6.6% 3.3 

20,820 - 1,714 8.2% 4.1 

2Q,364 1,937 9.5% 4.8 

[Projections, Based on Trends During 1980-89] 

20,060 2,042 10.2% 5.1 

19,544 2,572 13.2% 6.6 

19,060 3,266 17.1 % 8.6 

18,579 4, 189 22.5% 11.3 

18,110 5,387 29.7% 14.9 

17,653 7,013 39.7% 19.9 

17,207 9,128 53.0% 26.5 

16,773 11,882 70.8% 35.4 

16,350 15,466 94.6% 47.3 

15,937 20, 132 126.3% 63.2 

• Amlual earnings for someone working year-round, full-time, at the average hourly 
waae-for production and nonsupervisory workers. 

•• Amlual health care costs paid by households, divided by the number of workers for 
eacb year. 
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COMPARISION OF KEY HEAL111 INDICATORS 

-



• Infant Mortality 
(Infant Deaths Per 1,000 Live Births) 

1960 196S 1970 197S 1980 1981 1982 1983 1984 198S 1986 1987 

Allltnlia 20.1 1 •. 5 17.9 14.3 10.7 10.0 10.3 9.6 9.2 9.9 a.a 1.7 
Aualria 37.S 21.3 25.9 20.S 14.3 12.7 12.8 11.9 11.4 11.2 I0.3 9.1 
Belgium 31.2 23.7 21.1 16.1 12.1 11.S I I.I 10.S 10.0 9.4 9.7 9.1 
Canada 27.3 23.6 18.1 14.3 10.4 9.6 9.1 8.S 8.1 8.0 1.9 7.3 
Daumrk 21.S 11.7 14.2 10.4 .... 7.9 1.2 7.7 7.7 7.1 1.2 1.3 
Finland 21.0 17.6 13.2 IO.O 7.6 6.6 6.1 6.1 6.3 6.3 S.9 6.2 
France 27.4 21.9 11.2 13.6 10.1 9.6 9.3 1.9 1.3 I.I 1.0 7.6 
West Germany 33.1 23.I 23.4' 19.7 12.7 11.6 10.9 I0.2 9.6 1.9 8.7 8.3 
Greece 40.1 34.3 29.6 24.0 17.9 16.3 IS.I 14.6 14.l 14.1 12.2 11.7 
Iceland 13.0 IS.O 13.2 12.S 7.7 6.0 7.1 6.2 6.1 S.7 S.4 7.2 
Ireland 29.3 25.3 19.S 17.S 11.1 10.6 10.S 9.1 10.1 1.9 1.7 7.4 
la.ly 0.9 36.0 29.6 22.2 14.3 14. I 12.9 12.4 11.7 10.9 9.1 9.6 

-

°' Japu 30.7 18.S 13.1 10.0 1.S 7.1 6.6 6.2 6.0 s.s S.2 s.o 
~ Lu1tembourg 31.S 24.0 24.9 14.8 11.S 13.8 12.1 11.2 11.7 9.0 8.0 9.3 

Nctberlanda 17.9 14.4 12.7 10.6 1.6 8.3 1.3 1.4 7.0 6.9 6.4 7.6 
New Zealand 22.6 - 16.8 - 12.9 11.7 11.7 12.S 11.6 10.8 11.2 9.8 
Norway 11.9 - 12.7 I I. I I.I 7.S I.I 1.9 1.3 a.s 7.1 8.4 
Portugal 11.S 64.9 SS.I 38.9 24.3 21.1 19.I 19.2 16.7 17.8 IS.I 14.2 
s,,.m 43.7 37.8 28.1 11.9 12.3 12.S 11.3 10.9 9.4 9.0 1.7 8.7 
Sweden 16.6 13.3 11.0 8.6 6.9 6.9 6.8 1.0 6.4 6.8 S.9 6.1 
Switzerland 21.1 17.1 14.4 10.7 9.1 7.6 7.7 7.6 7.1 6.9 6.1 6.8 
United Kingdom 22.S 19.6 18.S 16.0 12.1 11.2 '11.0 10. I 9.6 9.4 9.S 9.1 

United Stat. 26.0 24.7 20.0 16.1 12.6 11.9 11.2 10.9 10.7 10.6 10.4 10.1 

Avenge 29.4 24.1 20.S lS.9 11.4 10.7 10.3 9.9 9.4 a.a 1.7 7.S 

Sources: •tolemational Comparison of Health Care Financing and Delivery,• Health Care Financing Review (Annwil Supplement 1989); 1987 daa. for 
ceca.in countries, World Health Organization, World Heallh Statistics Annual, 1989. ~ 



, 
Female Life Expectancy 

(At Birth; lo Years) 

1960 196S 1970 197S 1980 1911 1912 1983 1914 198S 1986 1917 

Aualralia 74.0 - 74.2 76.2 78.0 71.4 71.2 78.7 78.9 11.8 79.6 79.8 
Austria 71.9 73.0 73.4 74.7 76.1 76.4 76.6 76.6 77.2 77.4 77.8 71.2 
Bolgium 72.7 - 74.2 75.l 76.1 76.8 76.1 - - - 71.2 
Canada - - - - - 78.9 - - 79.1 - 19.9 80.2 
Denmark 74.1 ... 76.l 76.8 77.6 77.4 71.S 77.S 77.S 77.S 77.1 71.0 
Fialaod 72.4 - 74.S 7S.9 11.6 77.1 71.l 78.0 78.8 71.S 71.9 71.9 
France 73.6 7S.O 76.l 76.9 11.4 71.S 78.9 71.I 79.3 79.4 80.0 11.1 
Wost Germany 71.9 - 73.6 7S.2 76.S 16.9 77.2 77.S 77.I - 71.S 78.9 
Grecco 70.4 - 73.6 - 16.6 - - - - - 78.9 
Iceland 7S.O - - - 19.1 - 79.4 - 80.2 80.2 80.4 80.0 

b Ireland 71.1 - 73.2 - 15.0 75.6 75.6 - - - 76.4 77.3 
;;<. Italy 71.I - 14.6 1S.9 77.4 77.I 78.2 78.I 78.1 - 79.2 

Japu 70.3 73.0 74.7 77.0 78.7 79.l 19.1 79.1 80.2 80.S 8l.6 82.l 
Lwtombourg 71.9 - 73.9 - 7S.l 16.1 - - - - 11.9 
Nolherlaods 7S.S - 76.6 77.6 79.2 79.3· 79.4 79.S 79.S 79.6 79.8 80.3 
New Zealand 73.9 - 74.4 - 76.4 76.9 76.9 76.9 77.7 - 11.S 77.3 
Norway 75.9 - 77.S 71.l 79.0 79.4 79.4 79.6 79.S 79.4 79.9 79.1 
Portugal 67.2 69.3 71.0 - - 76.6 - 76.2 - 76.7 77.l 77.S 
SpeiQ 72.2 - 7S.1 76.2 78.6 75.I 79.3 79.1 79.7 IO.O 
Swodea 74.9 76.1 77.1 11.9 78.I 79.1 19 .. 4 79.6 79.9 19.1 80.2 80.4 
Swiborlaad 74.2 - 76.3 71.2 79.1 79.0 79.2 79.5 79.7 IO.O 80.6 11.0 
Uniled Kingdom 74.2 - 7S.2 - 7S.9 76.2 - 77.2 77.4 77.4 11.S 78.3 

Uniled SUia 73.3 73.7 74.7 76.6 16.1 77.9 78.2 11.3 71.3 71.2 78.3 71.4 

Average 72.9 73.4 74.1 76.6 77.S 77.6 71.2 71.3 71.9 78.9 71.9 79.3 

Sources: •tntematiooal Comparison of Health Care financing and Delivery,• Health Care Financing Review (Annual Supplemclr 1989); 1986 and 1987 
d8ra, World Health Organization, World Health Statistics Aoouals, 1988 and 1989. 



- Male Life Expectancy 
(At Birth; In Years) 

1960 1965 1970 197S 1980 1981 1982 1983 1984 198S 1986 1987 

Austnlia 67.9 I - 67.4 69.2 70.9 71.4 71.2 72.l ·72.4 72.3 73.0 73.2 
Austria 6S.4 66.6 66.S 67.7 69.0 69.3 69.4 69.4 70.l 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 - 73.l 73.3 

Denmark 72.l - 71.0 71.l 71.4 71.4 11.S 71 . .S 71.6 71.6 71.9 71.9 
Finland 6S.4 - 66.2 67.4 69.2 69.S 70.l 70.2 70.4 70.l 70.6 70.7 

France 67.0 67.1 68.6 69.0 70.2 70.4 70.7 70.7 71.2 71.3 71.8 72.6 
West Germany 66.S - 67.3 68.6 69.7 70.2 70 . .S 70.8 71.2 - 71.9 72.2 

Greece 67.3 - 70.l - 72.2 - - - - - 74.l 

Iceland 70.7 - - - 73.7 - 73.9 - 74.0 74.7 7S.O 75.l 

_J Ireland 68.S - 68.S - 69.S 70.l 70.l - - - 70.8 71.6 

Italy 66.8 - 68.6 69.7 70.7 71.1 71.S 71.4 71.6 - 72.7 
~ Japan 6S.4 67.7 69.3 71.8 73.3 73.8 74.2 74.2 14.S 74.8 1S . .S 7.S.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.l 73.l 73.6 

New Zealand 68.7 - 68.l - 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 12.1 72.9 72.8 

Portugal 61.7 6S.3 65.3 - - 68.9 - 69.3 - 69.7 70.2 70.6 

Spain 67.4 - 69.6 70.4 12.S 72.6 73.2 73.0 73.2 74.0 

Sweden 71.2 71.7 72.2 72.l 72.8 73.I 73.4 73.6 73.8 73.8 74.0 74.2 

Switzerland 68.7 - 70.1 71.8 72.4 72 . .S, 72.7 72.8 73.l 73.S 73.8 74.0 

United Kingdom 68.3 - 68.8 - 70.2 69.8 - 71.4 71.S 71.S 71.7 72.6 

Uoilcd State. 66.7 66.8 67.2 68.8 69.6 70.4 70.9 71.0 71.l 71.2 71.3 11.S 

Average 67.8 67.7 68.6 70.0 70.9 71.l 71.6 71.6 72.2 72.3 72.J 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. 



WEST GERMANY 

Structure 

Every individual is eligible for and approximately ~~ercent of the population is required 
to participate in the Statutory Health Insurance (SHI) program. 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 parti:!fate in a "sickness fund," organized by locality, occupation, or 
firm, and joined into natio or state federations. There are approximately 1,200 sickness 
funds. . 

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 Primari1:~.!.<? high income 
individua.Is 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. 

Finagcina 

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. Tiie federal government subsidizes the premiums of the 
unemployed and the disabled. 

Administration 

The sickness funds administer the program. 

Benefits 

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

"lyjder Rcl•bmemen&/Cost Cogtajnment/Patient Out-of-Pocket 

Hospitals - 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 associauons 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-service~ ~asis. When 
expenditures exceed the government established cap, fees are reduced. Physicians are not 
permitted to balance bill. Hospital physicians are salaried. 



Patients - The government has established nominal copa~ent 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 
purchase private supplemental insurance for benefits not covered in national benefit plan. 
Wealthy 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. 

Eyy,ers - Employers are required to pay full earnings to individuals for the first 6 weeks 
of'ess 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 

Type of f.und 
Payroll-Tu Rat•• 

I ...... I A_.. 

Locm tinem Funds 10.l· 11.ftt 13A 

~Fwtde 7.1·11.ft 11A 

Cnift...., Fundl .... , ... 12.a 

..... Fwldl 
. -.aa11r 10.2·14A 11A 
..... callr 18.1·12.ftt 12.7' 

AU ITATUTOllY 11UNDS 7.1·11A 12.ftt 

lafn11: 0...- a.. ana FrMZ SdlOll•...,,.i. ·~ und 
811ftg11•1nW1CNa.1n dlr GKV,• ~ 'IGI. 
22. NDl»lfflblr 15. 1-. Tlble 1, p. llO. 

w..~~-~-.....S)lflm:. 
ComM•• Acmll """ COit Cotlla( by Or. uw. e. Allr ..... 



·rhe Structure of the West German 
Health-Insurance System 

(The ~ of the Ptrcln1agel of the Popullllon In Each Type of Fund, 1988) 

Private 
Carriers · 

The Statutory Sickness Funds 
90.9% 

·.. :: .... :· .·· 

S·u· liiwi.AC;_. · ... : ...... . wau--- . 

Me·.·······== 

8.7o/o 
Funds .... ·.·. 

27.3% 

Sourw: V.-.cts~1fln~e.V. 
Die Prlv•• ~ Zlhllnblrtchl 1•1111, p.13. 

# ... ~ #Wlh-Cn'nl ,...,.,,.,.,. S)mm: Com­
blninf --... Coll Conltol, br Dr. u.. E. Allntwdt. 
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JAPAN 

StmctuR 

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

Fin•acina 
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 Health 
Insurance program is financed tfuough premiums based on income up to an annual ceiling 
$2, 740 per household plus national and local government subsidies. 

Aclministratlon 

The private program is administered by either the government (for Bovernment 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 hOSJ?ital services, prescription drugs. The plan does not cover 
maternity care or preventive health services. 

Provider Reimbursement/Cost Containment/Patient Out-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. 

Physician5 - Physicians are paid on a fee-for-service basis, based on federally established 
fee schedqle. 

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 
reqµired to pay 30 percent coinsurance .. Under both programs, individuals are limited to 
$400 per month in out-of-pocket expenditures. 



COMPARISON OF HEAL'IH CARE EXPENDITURES 
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.. Health Care Costs As A Percentage of GNP 

1960 1965 1970 197S 1980 198S 1986 1987 1988 1989 
I 

Ausl1'8lia 4.6 4.9 4.9 s.s 6.S 7.0 7.1 7.1 6.9 7.0 
Austria 4.6 s.o S.4 7.3 7.9 7.6 8.3 8.4 8.3 1.2 
Belgium 3.4 3.9 4.1 S.9 6.3 6.9 7.2 7.3 7.3 7.2 
Canada s.s 6.1 7.1 7.2 7.4 8.S 8.8 1.8 8.6 1.7 
Denmark 3.6 4.1 6.1 6.S 6.8 6.3 6.0 6.3 6.4 6.3 
Finland 3.9 4.9 S.1 6.3 6.S 7.2 7.4 7.4 7.2 7.1 
France 4.2 S.2 S.8 7.0 7.6 8.S 8.5 l.S 1.6 1.7 
West Germany 4.7 S.I S.9 8.2 8.S 8.6 8.S 8.6 1.9 1.2 

~ 
Grecco 3.2 3.6 4.0 4.1 4.3 4.9 S.4 S.2 S.1 S.l 
Iceland 3.S 4.2 S.2 6.2 6.S 7.4 7.8 7.9 l.S 8.6 

-t::... Ireland 4.0 4.4 S.6 7.6 9.0 1.3 8.3 1.0 7.9 7.3 

"?<. Italy 3.3 4.0 S.2 6.1 6.8 7.0 6.9 7.3 7.6 7.6 
Ja.-n 2.9 4.3 4.4 s.s 6.4 6.S 6.7 6.1 6.7 6.7 
Luxembourg - - 4.1 S.6 6.8 6.8 6.7 7.2 7.3 7.4 
Netherlands. 3.9 4.4 6.0 7.7 1.2 1.2 8.1 1.S 1.4 1.3 
New Zealand 4.4 4.S S.2 6.7 7.2 6.6 6.9 7.3 7.4 7.1 
Norway 3.3 3.9 s.o 6.7 6.6 6.4 7.1 7.S 7.4 7.6 
Portugal . - - - 6.4 S.9 7.0 6.6 6.4 6.S 6.3 

s.-in . 2.3 2.7 3.7 4.8 S.6 S.7 S.6 S.7 6.0 6.3 
Sweden 4.7 S.6 7.2 7.9 9.S 9.3 9.0 9.0 9.0 1.8 
Switzerland 3.3 3.8 S.2 7.0 7.3 7.6 7.6 7.9 1.0 7.1 
United Kingdom 3.9 4.1 4.S s.s S.8 6.0 6.0 S.9 S.9 S.8 

United Stata S.2 6.0 7.4 8.4 9.l 10.6 10.8 II.I 11.3 II.I 

Average 3.9 4.S S.4 6.S 7.1 7.3 7.4 7.6 7.6 7.6 

Source: George Schieber and Jean-Pierre Poullier, •totemational 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% 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. l 1.3% 2.6% 

1964 31.0 24.6 1.3% 2.1% 

1965 31.5 25.2 1.6% 2.4% 

1966 32.4 26.3 2.9% 4.4% 

1967 33.4 28.2 3.1% 7.2% 

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 37.3 3.2% 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 9.111 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 61.S 11.3% 9.2% 

1980 12.4 74.9 13.5% 11.0% 

..t~:m!1e:;at:1:::::;w&1r1::::::::::::::•:·::·::·•·. .··<?·.~Ii>> .. . <.·s~s•· 
···.·.· ·.·.· .. · .... ·.·.:.:.·.·.··. 

1911 90.9 82.9 10.3% 10.7% 

.4. 1982 96.5 92.S 6.2% 11.6% 

1983 99.6 100.6 3.2% 8.8% 

1984 103.9 106.8 4.3% 6.2% 

1985 107.6 113.S 3.6% 6.3% 

1986 109.6 122.0 1.9% 7.S% 

1987 113.6 130.1 3.6% 6.6% 

1988 118.3 138.6 4.1% 6.S% 

1989 124.0 149.3 4.8% 7.7'ro 

1990 130.7 162.8 S.4% 9.0% 

A119~ 1911 .. 1990 4.1•<·· 1.1• 

Source: Bureau of Labor Statistics 



Relationship Between Health Care Costs 
And Average Wages 

(Dollar Amounts In Constant 1990 Dollars) 

Annual Household Health Health Costa Weeks of Work 
EamiDp Care Costa A.. Percent Needed To Pay 

Year (per worker)* (per worker)•• OfEarninp Health Costa 

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% 3.3 

198S 20,820 l,714 8.2% 4.1 

1989 20,364 1,937 9.5% 4.8 

[Projections, Based on Trends During 1980-89] 

1990 20,0<JO 2,042 10.2% 5.1 

1995 19,544 2,572 13.2% 6.6 

2000 19,0<JO 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% 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 
waae for production and nonsupervisory workers. .. •• Annual bealth care coats paid by households, divided by the number of workers for 
each year. 



COMPARISION OF KEY HEAL'nl INDICATORS 



f • Infant Mortality 
if (Infant Dealhs Per 1.000 Uve Births) 

i 
'< 1960 1965 1970 1915 1980 1981 1982 1983 1984 1985 1986 1987 

I Australia 20.1 It.$ 17.9 14.3 10.7 10.0 10.3 9.6 9.2 9.9 I.I 1.7 
,... Austria 37.S 21.3 2S.9 20.S 14.3 12.7 12.I 11.9 11.4 11.2 10.3 9.8 -· Belgium 31.2 23.7 21.l 16.1 12.l 11.S II. I 10.S 10.0 9.4 9.1 9.1 D" 
; Canada 27.3 23.6 II.I 14.3 10.4 9.6 9.1 8.S 8.1 8.0 7.9 7.3 .... 
'< Denmark. 21.S 11.7 14.2 10.4 1.4 1.9 8.2 1.1 1.1 1.8 8.2 1.3 

Finland 21.0 17.6 13.2 IO.O 1.6 6.6 6.1 6.1 6.3 6.3 S.9 6.2 
Frmco 27.4 21.9 11.2 13.6 JO.I 9.6 9.~ 1.9 8.3 8.1 1.0 7.6 
West Germany 33.I 23.1 23.4 19.7 12.7 11.6 10.9 10.2 9.6 1.9 8.7 8.3 
Greece 40.1 34.3 29.6 24.0 17.9 16.3 15.l 14.6 14.3 14.1 12.2 11.7 
Iceland 13.0 IS.O 13.2 12.5 7.7 6.0 7.1 6.2 6.1 S.7 S.4 7.2 

~ Ireland 29.3 2S.3 19.S 17.S 11.l 10.6 IO.S 9.1 10.1 1.9 1.7 7.4 

"° 
Italy 43.9 36.0 29.6 22.2 14.3 14.1 12.9 12.4 11.7 10.9 9.8 9.6 

x: Japan 30.7 18.S 13.1 10.0 7.S 7.1 6.6 6.2 6.0 s.s S.2 s.o 
Luxembourg 31.S 24.0 24.9 14.8 11.S 13.8 12. l 11.2 11.7 9.0 8.0 9.3 
Netherlands 17.9 14.4 12.7 10.6 8.6 1.3 1.3 1.4 7.0 6.9 6.4 7.6 
New Zealand 22.6 - 16.8 - 12.9 11.7 11.7 12.S 11.6 JO.I 11.2 9.8 
Norway 11.9 - J2.7 It.I I.I 7.S I.I 7.9 8.3 l.S 7.1 8.4 
Portugal n.s 64.9 55.J 38.9 24.3 21.I 19.I 19.2 16.7 17.1 JS.I J4.2 
Spein 43.7 37.8 28.1 18.9 12.3 12.S 11.3 10.9 9.4 9.0 8.7 1.7 
Sweden J6.6 13.3 11.0 8.6 6.9 6.9 6.1 7.0 6.4 6.8 S.9 6.J 
Switzerland 21.1 17.8 14.4 10.7 9.1 1.6 7.7 1.6 7.1 6.9 6.8 6.1 
United Kingdom 22.5 19.6 18.5 16.0 12.1 11.2 '11.0 10.1 9.6 9.4 9.S 9.1 

United St.ato9 26.0 24.7 2n.O 16.1 12.6 11.9 11.2 J0.9 10.7 10.6 10.4 10.1 

Average 29.4 24.1 2n.S IS.9 11.4 10.7 10.3 9.9 9.4 8.8 8.7 7.S 

-
Sources: •1n1ematiooal Comparison of Health Care financing and Delivery,• Health Care Financing Review (Annual Supplement 1989); 1987 data for 

certain countries, World Health Organization, World Health Statistics Annual, 1989. ., 



.. Female Life Expectancy 
(At Birth; In Yean) 

1960 1965 1970 197S 1980 1911 1982 1913- 1914 198S 1986 1917 

AU1tnlia 1-'.0 - 74.2 76.2 78.0 71.4 78.2 71.7 71.9 71.1 79.6 79.1 
Auatria 71.9 73.0 73.4 74.7 76.1 76.4 76.6 76.6 77.2 77.4 77.8 71.2 
Bolgium 12.1 - 74.2 7S.1 76.1 76.8 76.8 - - - 78.2 
Canada - - - - - 78.9 - - 79.8 - 19.9 80.2 
Daumrk 1 .... - 76.l 76.8 77.6 77.4 77.S 77.S 77.S 77.S 77.1 71.0 
Finland 72.4 - 74.5 15.9 77.6 77.8 71.1 78.0 78.8 78.5 78.9 71.9 
France 73.6 75.0 76.1 76.9 78.4 71.S 78.9 78.I 79.3 19.4 80.0 ll.l 
West Germany 71.9 - 73.6 7S.2 76.S 76.9 77.2 11.5 77.8 - 78.5 78.9 
Grocco 70.4 - 73.6 - 76.6 - - - - - 78.9 

w Iceland 15.0 - - - 19.1 - 79.4 - 80.2 80.2 80.4 80.0 

Q) Ireland 71.I - 73.2 - 15.0 7S.6 15.6 - - - 76.4 77.3 

x llaly 71.8 - 74.6 1S.9 77.4 77.8 78.2 71.I 78.1 - 79.2 
Japu 70.3 73.0 74.7 77.0 78.7 79.1 19.1 79.8 80.2 80.S 81.6 82.1 
Laucmbourg 71.9 - 73.9 - 7S.I 76.7 - - - - 77.9 
Nctbcrlaods 15.S - 76.6 77.6 19.2 19.3· 79.4 19.S 19.S 19.6 79.8 80.3 
New Zealand 73.9 - 74.4 - 76.4 76.9 16.9 76.9 77.7 - 11.5 77.3 
Norway 15.9 - Tl.S 71.1 79.0 79.4 79.4 19.6 79.S 79.4 19.9 79.8 
Portugal 67.2 69.3 71.0 - - 76.6 . - 76.2 - 76.7 77.1 11.5 
Spain 72.2 - 7S.l 76.2 78.6 75.8 19.3 79.1 79.7 80.0 
Swodeo 74.9 76.1 77.1 77.9 78.8 79.1 79.4 79.6 19.9 79.7 80.2 80.4 
Switzerland 74.2 - 76.3 78.2 79.1 79.0 79.2 79.S 79.7 80.0 80.6 81.0 
United Kingdom 74.2 - 15.2 - 15.9 76.2 - 77.2 77.4 77.4 11.5 78.3 

Uaited Statca 73.3 73.7 74.7 76.6 16.1 77.9 71.2 71.3 71.3 71.2 78.J 71.4 

Average 72.9 73.4 74.1 76.6 77.S 77.6 71.2 71.J 71.9 71.9 78.9 79.3 

Sources: •1oternatiooal Comparison of Health Care Financing and Delivery,• Health Care Financing Review (Annual Supplemel1 1989); 1986 and 1987 
data, World Health Organization, World Health Statistics Annuals, 1988 and 1989. 



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

1960 1965 1970 1975 1980 1911 1912 1983 1984 191.S 1916 1917 

Australia 67.9 - 67.4 69.2 70.9 71.4 71.2 72.l ·72.4 72.3 73.0 73.2 
Austria 6S.4 66.6 66.S 67.7 69.0 69.3 69.4 69.4 70.l 70.4 71.0 71.6 
Belgium 66.7 - 67.8 68.6 ' 70.0 70.0 70.0 - - - 71.4 

\ 

Canada - r - - - 71.9 - - 73.0 - 73.1 73.3 

Denmark 72.3 - 71.0 71.1 71.4 71.4 71.S 71.S 71.6 71.6 71.9 71.9 

Finland 6S.4 - 66.2 67.4 69.2 69.S 70.I 70.2 70.4 70.1 70.6 70.7 

Fraocc 67.0 67.1 68.6 69.0 70.2 70.4 70.7 70.7 71.2 71.3 71.8 '72.6 
West Germany 66.S - 67.3 68.6 69.7 70.2 10.5 70.8 71.2 - 71.9 72.2 

Greece 67.3 - 70.1 - 72.2 - - - - - 74.I 

w Iceland 70.7 - - - 73.7 - 73.9 - 74.0 74.7 15.0 75.I 

-- Ireland 68.5 - 61.5 - 69.S 70.I 70.1 - - - 70.8 71.6 

x Italy 66.8 - 68.6 69.7 70.7 71.1 71.5 71.4 71.6 - 72.7 

Japan 6.S.4 67.7 69.3 71.I 73.3 73.8 74.2 74.2 74.S 74.8 1S.S 15.9 

Luxembourg 66.1 - 67.0 - 68.0 70.0 - - - - 70.6 

Netherlands 71.6 - 70.9 71.4 72.4 72.7 12.1 72.8 73.0 73.1 73.1 73.6 

New Zealand 68.7 - '68.1 - 69.7 10.S 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.I 72.7 72.9 72.8 

Portugal 61.7 6.S.3 65.3 - - 61.9 - 69.3 - 69.7 70.2 70.6 

Spain 67.4 - 69.6 70.4 72.S 72.6 73.2 73.0 73.2 74.0 

Sweden 71.2 71.7 72.2 72.I 72.1 73.I 73.4 73.6 73.1 73.1 74.0 74.2 

Switzerland 61.7 - 70.l 71.I 72.4 72.S, 72.7 72.I 73.1 73.S 73.1 74.0 

United Kingdom 68.3 - 68.1 - 70.2 69.1 - 71.4 71.S 71.S 71.7 72.6 

Uoilcd Stale& 66.7 66.8 67.2 68.I 69.6 70.4 70.9 71.0 71.l 71.2 71.3 71.S 

Average 67.8 67.7 68.6 70.0 70.9 71.1 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 llealth Organization, World lfealth Statistics Annuals, 1988 and 1989. 
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PART I ONE-PAYOR REFORM PROPOSALS 

ttlllJPROPOSAl SCOl'f 01 COWUALt f lllANCIMft lOSI CONIAIMlflll OIHU IUIUllfS CUfMNIS' 

M.I. UOO un1vHs•l cover•- provided by U.S. Mo co1nsu. MVe or deo&M 11bles. llew 6'.I Nlpl oyer P• ospet 11 ve gl ubitl b,,dget and I ee llMl-.S pt"OCCSSIU'J Ha!. M 1 o SJIOfl:OOf s t l Vl). 
Un1vc1sel Meal1h Act Gover.......nt. •••IC benefiu; 1ncludlr •ll ~yrol 1 •••. 1nc1eau corporate and person.I sched..1les for providers (paad con11ac1s ooe pr1 ASSl-.r" r.avuty~ h09 
ot l~l .. .ed1call\f' ne<e•sary ~vstci• W'd hospital income •••· Spectal fled1care Pan I fee for .:wllhly) through federal/Slale Sl&IC. r~t1uo iu lfll~tttSSaty 
lep. Karly lusso CD· ll) care·• c &nclude1 Mnl•I. denul. pre1cr 1p1 ion lone·ter• care, inuease in laa.tlle Social &.~tssions or ne9011a11ons, ...-d <••·e aid at1lat11l~ltat1ve 

«ut•. prevMl IVe & hoM- care). Securtly w•ge base, .-ld oche-r 11 federal HHS. Sep.a.-ate budge1s tor lod1widual choice C0?:.'51. 

COf'lllf ibul ions.• all lo Mationel Meal th lrus1 capual and .edicat eG..callon. of prow1der. 
fund. ~iotslered by the sl•l~s. Adjusled .,-w...al ly br Gllf' wMi 

1nf I a11on growlb. WOUid AflPly 
Medic••e ou1co.rs teseard• aod 
p• ac 11ce guide I ioes lo enl 1 re 
~y:.le.a. 

------~-- - - --- . ---- -

H I. HOO Alters and prow1des Medu:arc co .... erage lor '1.000 .,WlU•l p1e.a1..- f>41J by payroll la• Applies "rdua1e h•lure!.: Ollli?:o. 1nJ1 w tduel choice lrp. Stai• wc1~ ft •••y 
Medi pl Ml aU Mlenc.ns. AdlH 10 Medicare t:ienr• iu: nplorer 801/etlf)loyee 20X; ~1ushd lor low RVRIS. "'oh.e per lor..,llCe ot PfO"'ider. d1ssenle1 uu lhf' f't"JlfMc"t 
Rep. Pele S1a1 • (O·CA) well·cb1ld. peevenli"'e care and loog ter• 10(~ Add1l1utl,1I 4X lf\(t.ae ••• per .... tr. ?:otM•la1d~; no l1c1latwrd b1llU"J Cc.a1~~1ou, dnJ t~ 

care. aasic S1ntle deducllble 1~00; 12,\00 Ch•u .. 11 uf Huo~e w.1y~ & 
ou1·of pod.el 11•11. (eue-p1 fo1 well child Me-ans Slht Otlllll 11 ec on 
and pre-ven11 .... e care). low IOC:u.e hNlf.'fllS Heallh. 
also include u-ll i•lled hospic•I, ot.11p.:111en1 
dt ugs ti asset. & hearing a 1ds. 

·-···--~~-

s. 1441> Untversal coveraee f"r hot.p11al. phrs1c1.,-.. Crea1e5 Na11~l Me•l lh Care lrusl tU'ld: ~1. til•l •ooal tteal lh C~101on to New 1 fllkprndrnl Sft\. le11cy •~ • 
Meallh USA ACI of 1991 prevenlive • .ental heal1h. nuraing ha.e. parroll laa '"'X niployer1i. II C'lllployees). •ec~ ......,., gloN;l b.Gge1 Mal uw~l Meal ch prestdr1111•I ca1d1de1r 
Sen. lob l.errey CO·lll) hCIW heal 19' • .,_, presCI ipl ion serv1ee'. H e•Npl ion for f 11st IJO, 000 ot ,-yrol l. Me .. Md COllllpllle nalilllli*l per cepila Ca.re Cm.ission and 

well as lone·ler• care. all pto"1ded lhrOUl)h eadse la•e' u i9•tclles .,d alcohol). increHes (OSI , ...... adjuSlmenU) IO ed.,..i,ory board to lsl ... ,r~ (0'.i.l S.8WIU9'.i. ... 
slale·operaled or aupporled ffS end pr l'¥ale corporate and penonal inc09e taus. 21. 1aa on decer•ine federal conlr 1bu1 ion 10 ad.inisler. billion lhr t11sl 'It••. 
........ p,_. leplKel alt olher p.j>lic nor....., inc~. rncreases Social Securhy waee :iolales. Stale budgeu lilOUld end 11-:.0 b1ll1ot\ o"'r' t1"'r 
heolth pl- - not lied to_,_._ lo base to 112s.ooo. 1ncrease' --.nl of So<tal tndude sepera1e KcOIMtU for sute pl ans could ve•rs. 
I i•iU on uope and durallon. f aper i_,..lal Securhw benef th ,w,ect lo tu 10 8Sl. pt·ewenl ion. capi cal spendtne end be ""°'. _....., 
cr-ealM"nta to be lflP'OVed bv nation.al board. Mdical education. Slates would car r netwot'•1. eu. 
Pri'¥ale plena reillbursed br s1a1es end ..,,, A.-.-.ual deducl tble of 11000 20l co·peW'. IS per pay pro..,iders neeol ialed rales 
include no U'\ll:kr.w hint resu ic I ions; MVlUlll visit. 11.000111.~oo 2.000 cap indi..,ifi.Mll/f .. 1ly. using lllVS and eapendilute 
open entoll9ef'll. Mo cost sher ing for prevenl ive. hosphal or •••we••· 

nursing h019e ca1e etor ftrst J 9011lhst -------

n.b. Olher One·Pa'tor Proposah: 

•.•. 1111 -..edtcare uruversa.t Cover•ee l11panuon ACI ot lWI," Rep. s- (i1libof1s (D It>. whuh would aho eapand and utend Me<hc:•ae 10 all a.ertcan~. pr•••• a fl' 1v•le Mrdigap .. 1•r1. a11d l.i«' paut 101 
lhr ough 1nc1 eaud p,;iW'f ol I I Hes. 

M.1. 8 lep. Mer.,. •ose Oakar (0·0..) CWladten"uyle U"\hCl!a•I ht-allh coverage prog1MJ1 wtlh long-cer• care 1ha1 co1nh11w .. i•••lu f1nat"Me wilh pii .... alr utsufiMl(e fedler•I C~lSUOO would e~litlJI l!>h tfJdl •• .,. 
Haoda1ds. cap11el bl.dgels, ..-.. technolog'I aurS!lo.-enl; all·~.,.o.- , .. e srlllf~. •.dl"?:ol tost·shar1119, .tod stole cui11111Hlt•llon_ lep. Oe ... ar w•s •-MJCI of 1hr PeJlfH'f C~1sstott ... 16 lep. Jolm O 1ngrl l (0 -Ml) a naltooal health 1t1suraoce progt- t1oao1.rd b't • ~l VAi tend,._., bra new tt"dc1el ho.t1J th.iii would allCkale f~ 10 -.tale-. e1d de"'1sr l.OSI contau .... ·111 -.11,111· .. lr'>, 
Uale ~1n1s11a11on. St•1lar NHI ley1slal100 U1l1od.M;ed by lep. 0Htt,JC'll. an1J hi~ talhc1, to1 ...,,.,. yrer!I.. 
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e1ll/Propo••I 

~- 1812 
lruer A<ces1 10 AUord.ble Meal lh 
(Ate AU of 19'1 
Sen. tlo~ 8enUen ID· Ill 

M.I. '626 
lhe lteallh IMurence lefol"a mod Coll 
Cunuol Au of l991 
l.p. Oen losl_.ow••• CO· ll) 

M.I. IS6~ 

lhe Meallh l41Ur and Access I.tor• 
lodor UIUlll 1 kl 
lops. •enc:r ~-on 11-c11 
- lud Ch-ler Cl·llAI 

~ ... 
r--

PART III INCREMENTAL REFORM PROPOSALS 
I 

s-11 Martel •efor•I Accesa 

Coven 1r°"'" l-~0 -loreea; lull·ll• a JOllro/ ... 
Undtrwiti,. refo.--.: ...,.Mteed enrol&•nl end 
renewal. li•111 1W•·e•i11i,. conditions 10 6·..-&h 
,..; .. .,. ,.riod, J·--.1h looll boct lie. 
-Ubllilrl. Pr .. i .. rele liahell- -
diactnure, U11se re1e v•f"iance t• ZOI • .....,., 
rlH: lr- •SI, rel int bend liaiU, GAO 10 Uq 
P'•i'8 retes). l~-11••• -...uatiCN11r.-nu for 
-11 -'or•• pur<h••int .. ....,.. s1e1e •r e<1ap1 
reiMUrance pool or rb .. •lloc•tion. C1nier1 .. , 
•••••IH whh H•I•. feder•l ••c he ta• of HI of 
pr•i&m for non·cG1Plience. 

Siailal". llul: full·1i.e a 11.Shra/tA.. i11p01es 
c:~ur rating .. uh ... and ...-r adiusl•nu of 
plus or ••nus 251. allowed; full discloswe 
l'eqtltred. No prov11ion for purc:haaine 9roups. 
Carl'iers 10 reeucer wtlh Hale and •S. leoc.-1 ii 
eH u,e ••• lor non· cm1pl tiln(e. 

Covcra tu• Mtlh 2·SO MPloV'ftl ..orking 
11.S 9'r1/ ... Sia1lar enrollMnl. renetMl. and pre· 
eai111,. condicion •• 11.1. J626. lau,. 
,..,..ir-.-11 •i•ilar 10 S. 1112. eacepl IAIC ... 11 
dewlap 11..mrdl. tor pr•i'8 lncre•••s for 
r.....al• and reinsur...ce. CSI•••• •r i11p01e 
c::haree• on in5U1"er1 or aeU • inawect aplorers 10 
P9W' ,.,. .... nsurmnce.) All pt .. lo reeiuer Wllh 
11a1e. Silenl an purc:hasine •Ol.flli· Slates a1SI 
odapt llAIC -u. or be r...,leted br l .. rol 
eover ........ federal eac::ise ••• for non·c11111pli.-.ce 
br inaurera l!llf -•orers. 

ttenef i I leq.Hfe9MIS 

1un1 .. peck ... Used an lledtcare 
plus prevention 9nd ..ell·chtld 
beneliU. Sintl• -.Clible: 1400•CPI 
Cor ti ol -II; l•ilies 110D•CPI 
(or ZI ol -II; ZOI <o·po_,al 10 
IJ,OOD•CPI atop· loss level. Pr .. ; .. 
canuibul ion for e11p1oree~ c...-d ar 
ZODI CSOI tor per1·1i•I. 

Siaitar benefil peclaee. Sillll• 
-.C1ible: IZSO. 1-ilr: ISOD. •o 
'o·par-en•• for prevenl iwe servl(es 
or UtpalHnl care for 'hildren. Co· 
pit,..OIS I 1a1Ud IO 
'l.!.00/individl.-l. aJ.OUUJl•1l1e~. 
Silen1 on nriploree PfetatUll 
ion1ribu11on. 

tolledAce1o1• •in1_. pedage ... uh baste 
hospi lat. Mdtcal. •ur1ical. and s~ 
prevenlive 1ervi,es. 

Me-cMccess plans pre·e.pl Slate 
...a.1e1. 

Cost Con1a11weont Mld 
M•aeed Carr 

t1111b& libel lederal Meallh 
Care Cost Contaiewent 
C~ission 10 adwise on cou 
con1ain.en1; S•••• ..,...,es 
and an1 i ·~ care 1-..s 
pre·-led. lllebl ishes 
federal cer 1 it ical ion of 
~care Al'4 W PJotr-.. 
Increases funds tor ouleomos 
re1earch. 

5.., c.-ission. S..11 ffoup 
slmndards lo be es1•l 11hcd by 
11115 wtlh 1115 and lreAsurr 
entoue91'fll; Sl•I•~ .. ., be 
pe••llled 10 cer11fr ..,_. 
S'41'1'rv1se s .. 11 pl••· NHS 10 
develop un1tor• cla1M 
processing. 

la• distncen11ves provided tor 
plans l•line MAated ,., .. and 
•reqaonsible (0 paymenl plan• 
C ••. 1111PI oree pers 181. of 
benefils C051S). Safe·ha•bor 
pl.,. require .-plorer 
contr lbut ion ol 1160/JOO per 
indivicllal/f•ilr. llon·cosl · 
'onuolled plans l••ed el Z'!)l 
of coscs. leslri,live ua1e 
an•i·~ed care a ... s pre­
mpced for five reua. 

APP WP 

Other ProvhtW\S 

la6se1 1 .. ~lion tor 
sell·-'ored to IODI. Add• 
colorec&al wd ~raphr 
1creenif'll and flu sho11 to 
Medicere pee:•-- llAIC 10 
develop _.. state slalull'S 
.nd re.,lalions 

la hes 1el f · e11ployed 
dl'Gacl1on to IOOX deGa:lton 
ovH four rears. St•ilar 
llt'dicaie «MolnC.-nl. llff~ 10 
eUebl 1sh pe .. nl fates fur 
ho$pital Mld flhrs•l ian 
services based on Med1ca1e 
•••S - DIG•, lo be 
approved bw' C~iHton. s .. 11 
-loren -.Id be pruh1b11ed 
h• 1elf·lnsuri 

lmpl~r• -m1ed 10 0Ue1 
lil9dkc:e11 pl.. one rear 
aflel' enac1aen1. Self· 
-lored loa -.Ct ion 
inc:reaaed 10 IOOl over ~ yl'ar 
period fOJ ~ i:ere 
pl-, or lor pl.,. 101h JOI 
<o·peraent. 

Ion refor• tor c.-..ilr 
he•I •• un1era, - ". s 
bill ion In 1ranu lo eapand 
aervi,es. 

1111$ lo dtwelop 11-.w11ent 
clinical dal• ,,...,.,.-,. and 
all hospllals -.st •in1a1n 
1uch del• wllhin I rean. '10 
ail I ion in 1ran1s to• 
dela/CJMI 11r .ani1011ne 
srsl1'95. 

C~nls 

9 'o· sponso1 a. bi· 
p.n is11n. 

Cost e•• i•led •• 
110 bi II ion over 
five rears. 

ll Co ~punsor s 

Cu~I t":!tt 1raa1e-d al 
al 9 blll iun. 

IU 'o !>pot.soi• 
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..... JOa4 
lhe Affordllble lleallh lnsu.-ance 
Acl of 199t 
lep. Willi• O~rer ti CAI 

leapona6bl• ltet lanat .. el th 
ln.urence 
Merk V. Pauly, Univeraltr of 
Pitnn1_.1..,.,.1 •• et .al. (AMr icM 
lnterprhe lnat.) 
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PART IV 
I•• lrealmHll ot llealllti "llfl5 AUordabtl ily & (OSI ConUi~nl 

CQlllf)lele l•• equity: l._wes Asst.airs 111>re careful wd cou 
'urrent federel ••• subsidies tor effective 1nd1v1dual purchase of 
9rayp/indiwidu.I healllti beneftts cover ... ...t care. 9rea1er 
end replace& with indivu•Ml ••• C011f»lil1on .-.ng carriers and 
cred1 II; 20I open·..-.ied credit providers. tnvi1ions Hale ru.k 
.,.-ovided for all insurance pooh for high-risk -
purc9'ue1 that Met •in•-- uninaurebles. 
rll<fJir.-n11, plua 11npl" ri1ine 
c.-ed1t '°' out-of-pod.et eapensea, 
baHd on t•ilr inc.-e. Credit tor 
dependent cover ... would tnclude 
older children and 111.ndchlldren. 

Caps *""'"t lon/t-•chAton at IJ,6~ Oulil 1I1ed pl..-.s H·ftlP• from stale 
per -lovu tor l•ilr - 11,411 -.ndiitles, 11a1e premtumi laaes, 
tor individuAI coveraee. .-hk pool asses~u. and rate 

reeulat1oos. 
Provides eMh ur-..nsut ed • JU. U• 
credit tor pneu....-, up to • l i••• 
based on age- Cl)~O tor l61der •9C 
l9 to S21MMt tor ovH 6~) 101 
purchase of federallv qualified 
•no· frills• plans. •d1usted 
........ y HCOrdtna IO rile tn CPI. 

Si•iler , .. credit •• 11eru ... , A15.-e1 ...-e competitive, cost· 
eacepl Coner••• ..outd ctaose f i aed c:onac iOUI .. r .. et would result. 
le'4f'el1 for eeic9' inccme level, end 
-.Id be .. .ca to -chaH l!lfil 
cover-. DecM:tlblea - out·of· pore••• li•it• .. •red to inc:c:me. 
Credito -.Id l>e uf-le. 
Vout;Mra for , .... inc:cme, let at 
aero for verr 9'ilh inccme. 
loplorera could 11111 l11t!: 1r-
c...,.r_ 1- .. , the -•Ion>. 
loplollff ••• llobil itv depends on 
inc:091 level, level of benefits 
offered. and ••• credit ofhet. 

A P P W P 

FREE MARl<ET 

Pl.t>l ic Pl en aeto1.s Other Provisions C~nl 

tapends Med1cA1d el 191b1l i1w 10 lnd1v1a..l ...,..,. Alt a.e-r1c.ans Drc0t4>lH coverage ha. 
incc.e level. 9'ld encourqes slale ..ould have lo acquire cove1a9e. c.plow-rot; ptl.-ole• .. ,., .. 
...-.aged care pl ..-.s for Med1eaid. portebil lty. 

lone· ter• care: al I OWta use ot 
Would 1ncre.s,e Medicare rel he.en• lunds IO pM"ChaH long· 
de41ct ibles 10 olfset auiu.nce ter• ,.,.. 1nsurllflCe; encOUfages 
for low inc:a-e elderly. (ncourages convers•on of life imurence in10 
Medicare funds to be used tor llC policie1; p.-~te1 h~ equity 
indivi<lAal vouchers lo purchase lt.111p·1umi conve-rston to purchase 
pdv•le pl#lS. l 1C pol ides; provides ta• 

incentives fo1 l IC pol 1ey 
purchases. 

llOt addf CSst'd la• crediu ava1lllble tor llol coos1drted Melot· l«"gtslalive 
e-stabl istwent of wdical care pt oposal, but 1nco1 po• •les 
sawings a<cOURt lo pa)' to.- ~ical pr inc ipl es of '"ff ee ... , ket. •• 
e•pt'flses. Nim.- b9 .. nce1 
fit'<J . .llred. 

local welfare agency would ltke lleritege, ind1vi4.Mtl -*t• Adverse •elect ton el ••trwted. bu• 
fHHitate reh•ldeble to pure.ha•• ba1ic cover .... hi ... coat of high r iak preei~ 
credit/voucher for tow inc~- could be olhe• b)' funher credh. 
-icoid _,Id be replacod bv Ctover.-ent ..ould neeot iate with Aho, c~il'f' rating could be 
voucher srat•. the el i9ib1hty insurer I in di f te.-enl a.-ea1 to tried. es well a1 high r tsk pooh. 
..ould be eapended ba1ed on inccme. 1erve as •tat l beck• cover ... fw 
Si•ilar --h -.Id be -llod those un.bte to obtain It fleaib1l it)', end .ost cuu .. nt 
to Medicare ower ti•. ottilerwiae. arr~ls, would continue. 

tal8nCe billi,. negotiable. 
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