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FOREWORD

The material in this committee print was prepared by the Degart-
ment of Health, Education, and Welfare at the request of the Com-
mittee on Ways and Means and is printed for the use of the committee.
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INTRODUCTION

This document presents an analysis of the health insurance pro-
gosa]s introduced in the 92d Congress through April 80, 1971, Part I

ecribes each health insurance proposal in terms of the popula-
tion covered, benefit structure, administration, relationship to other
Government programs, financing, standards for and reimbursement of
providers of services, and provxsions affecting the delivery of and re-
sources for health care services, Part IT is a cost etudy of the pro-
Bosals. In preparing the cost estimates, a methodology was developed

y which the costs of various national health insurance proposals
can be estimated, and this methodology was applied to each bill,
except the Scott-fercy bill, S. 1598. Certain features of S, 1568 make
its cost estimation difficult, and there has been ingufficient time for
the analysis of. its, cost effects,

The cost estimating rhethodology, and its application to the various

roposals, is designed to be understandable, consistent, and unbiased,
in order that Congress can make intelligent comparisons of the pro-
posals within its scrutiny. The difficulties inherent in making cost
estimates in the health fleld are substantial, however, and at best the
results must be viewed as reasonable approximations,

This document was ‘grepared in the Social Security Administration
by the staff of the Office of the Actuary and the Office of Research
and Statistics,

v
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I. DESCRIPTION OF HEALTH INSURANCE PRO-
E%SAgS INTRODUCED IN THE 92D CON-
ES

BYRNES BILL—H.R, 7741

ILR, 7741, the “National Health Insurance Partnership Act of
1971,” was introduced by Representative John W, Byrnes, of Wis-
consin, on A{)ril 27, 1971, A similar bill, S, 1628, was introduced by
Senator Wallace F, Bennett, of Utah, on April 22, 1971, on behalf
of the Administration (see page 53).

General concept and approach
The proposal would establish a two-part national health insurance
lan that would cover almost all of the population under age 65, These
include (1? o plan requiring employers to provide for employees and
their families private health insurance with specified benefits and (2)
n federally-operated family health insurance plan for low-income
families with children. The proposal includes provisions designed to
encourage the formation and use of health maintenance organizations.

NATIONAL HEALTH INSURANCE STANDARDS ACT

The “National Health I surance Standards Act” would require
emp10{ers to make available to employees and their families a health
care f? an under private insurance providing specified benefits. Most
benefits could be subject to cost sharing by the patient. The program
would be administered by &)rivate insurance companies, under Fed-
eral supervision, and would be financed by employer-employee pre-
mium contributions,

Coverage of the population

The Act would applgt to all employers and employees except (1)
employees of Federal, State and local government (2) ministers and
members of religious orders and (8) aged persons under the Medicare
program. All other employers must make coverage available to all
full-time and part-time em logees (who work at least 25 hours a week
for 10 weeks, or a total of 350 hours in a 18-week period). The par-
ticipation of the employee would be on & voluntary basis,

overage would be continued, at the option of the employee, for at

least D0 days after employment terminated (if he was under the plan
for at least 13 weeks) and could be continued further, but the em-
ploye; would not be required to pay any premiums after the 90-day
period.

Special group plans developed by insurance carriers would be avail-
able to small employers (those with less than 100 employees working
90 days during a 180-day period). Also, group plans would be de-

(1)
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veloYed for self-employed persons and other persons not under an
employer plan. These special group plans would have to provide the
same benefits and meet the same requirements as employer plans.

Employers with a collectively bargained health care plan in effect
at the time the bill is enacted {and still in effect when the program
began) would not have to establish a required plan until the contract
expired,

Subsidies to employers

Employers would receive subsidy payments from the Fcderal
Government if their premium costs for employees covered under a
required plan exceed 4 percent of the avera;ﬁ wages paid to those
employees, These payments would be equal to the amount of the excess
for a maximum of 10 employees.

All employers, including those who are not engaged in a trade
or business, would be able to take their unsubsidized premium contri-
butions toward a reﬂuired plan as a tax deduction,

(The Bennett bill, S. 1628, does not contain these provisions.,)

Beneflt struoture

The required employer plan would have to provide specified benefits
and meet certain rec}uirements. The plan could not exclude payment
of benefits because of pre-existing conditions for more than 6 months.
(There would be no waiting period for maternity care.) Hospital care
is subject to a 2-day deductible which refers to the reasonable cost for
room and board for 2 days of care. Most other benefits would be
subject to an annual deductible of $100 per person, with a family maxi-
mum of $300, plus 28 percent coinsurance (referred to below as “de-
ductible and coinsurance”). This deductible is the total annual amount
payable per person for all services subject to deductibles, After a per-
son had received $5,000 of services in a year, all the cost sharing would
be waived for him and his family for that year and the next 2 years,

There would be a lifetime maximum limit of $50,000 on total pay-
ments per person, with a $2,000 annual restoration. The covered bene-
fits are shown below.

Institutional services: .

Hospital inpatient care: 2-day deductible and 25 percent coinsur-
ance for room and board per year, All other hospital services
subject to deductible and coinsurance. .

Hospital outpatient care: subject to deductible and coinsurance.

Personal services: - ) )

Physicians’ services (nonpgchlatric) : generally subject to de-

uctible and coinsurance. Periodic exams for children under age
5 (including immunizations and preventive care) with no cost
sharing: six exams, birth to 6 months: six exams, age 7
months—2 years; three exams, age 2—b5 years. Annual eye
examination for children up to age 12 subject to deductible and
coinsurance, ) .

Laboratory and X-ray: subject to deductible and coinsurance,

Outpatient physical therapy services: subject to deductible and
coinsurance,

Other services and supplies: .

Medical supplies and appliances: subject to deductible and co-
insurance (prosthetic devices excluded).
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3

Ambulance services (emergencies) : subject to deductible and co-
insurance,

An employer plan could also make available benefits additional to
those specified (or reduce or eliminate the cost sharing requirements).
The employee would not be required to accept (or pay fo'xi) these ad-
ditional benefits to be covered under the required plan. These addi-
tional benefits would not be subject to the requirements or conditions
applicable to the required plan,

Administration

Employers would purchase basic health care plans from private in-
surance carriers who would collect the premiums and process the
claims for benefits, They could also operate a plan on a self-insured
or similar basis. Employees would have the option of enrolling with
an approved health maintenance organization (these organizations
are described later) and the employers would contract with these orga-
nizations for those employees who chose to enroll, Individuals and
small employers could [i_llxrchase coverage under special group glans.

The Department of Health, Education, and Welfare would be re-
sponsible for tapprovmg the employer pjans and the special group
Kans. It would determine whether providers of services (including

ealth maintenance organizations) meet standards and other require-
ments of the bill. It would also establish procedures for hearings in
cages of denial of benefits by health maintenance organizations,

I the Department finds that an employer is not making a required
plan available to his employees, the Federal Government could bring
suit to compel the employer to do so. Employees may also bring suit, -
Financing

Basic health care plans would be financed by premium contribu-
tions, with the employer paying at least 75 percent of the cost (for
the first 214 years of the program, at least 85 percent). The provisions
do not apply to the cost of any additional benefits included in the
glan. The employer could, of course, pay the entire cost of the plan if

e wishes to do so.
Employees who enroll in & health maintenance organization would
gaz no more than the regular premium for a required employer plan,
ut could be required to pay an additional premium for any additional
types of services provided (and for the actuarial value of the deducti-
bles and coinsurance if these are reduced or eliminated by the
organization).
PAMILY HEALTH INSURANCE PLAN

The “Family Health Insurance Plan" would establish a plan for
low-income families with children not covered under a required em-
ployer plan, Benefits would generally be subject to cost sharing, which
would vary with family income and size, but the lowest income grou
would pay nothing, The pro%-:m would be administered by the Fed-
eral Government and would be financed by Federal general revenues
and premium contributions (except for the lowest income group)
graduated according to family income and size. The Medicaid pro-
gram would be limited to the aged, blind, and disabled; persons age
65 and over would remain under Medicare.



Coverage of the population
Low-income families with child i i
insin plan provided: childeen could enroll in the family health
(1) their total annual family income does not exceed specified
levels and total family resources do not exceed $1,500,
(2) the family member is not covered by Medicare or a required
emgwloyer plan,
3) the family includes at least one dependent child under age
18 'spr a student under age 22).

Families receiving payments under the (proposed) Family Assist-
ance Plan would automatically be covercd (1f these payments, includ-
ing the payments under a State plan supplemental to FAP, are larger
than their health insurance premiums).

Income levels

Eligibility for coverage would depend on the family’s annual income
level as follows:

One-member fAMIY e e e e cceccceccece e e —————— $2, 500
Family of 2. cceeevcracacacccccncacan -- 8,400
Family of 8 - creeeecree—eee———e——————————————— 4,200
Family of 4..... - ——— —eemmeenmma——— 8, 000
Family of b - ——————————— i o 0 2 2 0 0 0 o e 5, 800
Family of 6 - ———— ——— cmmememacee—. e ——-—————— 8, 400
Family of 7 or more - 1, 000

Both earned and unearned income would be counted in determinin
family income, includin Jnyments under FAP, but food stamps an
payments for foster children would not. In detzrminin% the $1,500
maximum on family resources, a family’s home, household goods and
other personal effects would not be counted, nor would property essen-
tial to the family’s self-support. Eligibility would be redetermined
every 6 months. Covera%e would end 9 months after notification that
a person is no longer eligible (6 months if he becomes eligible for
Medicare or is covered under a required employer plan).

Benefit structure
The benefits provided under the fami(lf' health insurance plan are
shown in table 1. For the Kurpose of determining any deductibles
and coinsurance amounts which may be applicable (as well as any
remiums required, as discussed later{ the eligible families are divided
nto five classes, depending on their income and size, according to the
following table:

Pamily Income class
size 1 2 3 4 8
) IS 0-3500 $501-$1, 000 ,$l. 001-81, 500 §1, 501-32, 000 $2, 001-$2, 500

2 ... 0-1,400 1,401-1,900" 1,001-2,400 2, 401-2,900 2, 901-3, 400

0-2,200 2,201-2,700 2, 701-3,200 3, 201-3,700 3, 701-4, 200
4 .... 0-3,000 3,001-3, 500 3,501-4,000 4, 001-4,500 4, 501-5, 000
| JOR 0-3,800 3,801-4,300 4, 301-4,800 4, 801-5,300 5 301-5, 800
6..... 0-4,400 4, 401-4,000 4, 901-5, 400 5, 401-5,900 5, 901-6, 400
7..... 0-5,000 5, 001-5, 500 5, 501-6, 000 6, 001-6, 500 6, 501-7, 000
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Class 1 families would not be subject to any cost sharing, Class 2
would pay only a hospital deductible, and Class 8 a deductible for
various services but no coinsurance. Classes 4 and 5 would be subject to
both deductibles and coinsurance. However, no cost sharing require-

ment would apply to maternity care, well-baby care or family planning
gervices,

Administration :

The Department of Health, Education, and Welfare would be re-
sponsible for general administration of the program including the
etermination of eligibility and the regulations, standards and hear-
ings procedures for the program. As under the Medicare program,
private insurance carriers under agreement with the Department
would act as fiscal agents for payment of claims for services and State
agencies would determine whether providers of services qualify for
participation in the program.
At their option, States conld establish supplemental benefit plans to
Brovido benefits additional to those under the national program. The
opartment would administer these plans on behalf of the State, if the
State wished. In this case, the State wounld pay the cost of its benefits
and the Federal Government would pay the administrative cost in
connection with these benefits.
Eligible families under the program would have the option of enroll-

ing in a health meintenance organization as a method of receiving
the benefits,

Financing

The Family Health Insurance Plan would be financed by premium
payments from those enrolled families required to pay premiums, and
from Federal general revenues.

The amount of the annual premium payment would depend on the
class of the family, as described above. The lowest income clnss (Class
1) would pay no premiums, For others, the premium is shown below.

INCOME ClABE 2. e rcmcrmccccccnrrrecttecm e ——————————— $25
INCOMO CIABS 8 cicecciccccccanconcnemc e cr e oma e 60
Income class 4..... - cmemceeacee—anm—en——————— 7
Income class §..... ————— 00 0 0 8 0 0 00 B 0 0 0 B s 100

Premium payments could be deducted from the cash benefits r;myable
under the FAP program, the social security program (OASDI) or a
State program supplemental to FAP. o

Persons who enrol] with a health maintenance organization would .
be reqnired to pay the same premium (if any) for the specified benefits,
If the crganization provides additional services, or reduces or elimi-
nates the%eductible and coinsurance, it may charge an additional rea-
sonable premium. ,

PROVISIONS AFFECTING ALL PLANS

Relationship to other Government programs

The Medicare program would continue to operate; persons age 65
and over entitled to ﬁedicare benefits would not be eligible under the
employer or FHIP plans, The Medicaid program would be limited to
the aged, blind, disabled and children in foster care. Most other gov-
ernment programs would not be affected.

BEST COPY AVAILABLE
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Standards for providers of services
Institutions
Hospitals, extended care facilities and home health agencies would
have 't;g)meet the same standards as under the Medicare program (see
page 78).
Plyysicians and dentists
As under Medicare, physicians and dentists would have to be legally

authorized to render seryices by the State in which they provide their
gervices,

Other providers

Providers of outpatient physical therapy services, independent
laboratories, and other suppliers of services would have to meet the
same requirements as under Medicare.

Professional standards review organizations (PSRO)

The bill would apply the provisions of the Professional Standards
Review Organizations (PSRO) proposal for Medicare and Medicaid
to the required emf)lo er plans and FHIP program, The PSRO pro-

osal would establish boards of physicians at the local level to review

e quality and appropriateness of services provided and payments
olaimed by providers of services,

Reimbursement of providers of services

Institutions
Payments to hospitals, extended care facilities and home health
agencies would be based on the “reasonable cost” of services, as under

the Medicare law,

Physiotans and nther suppliers
Payments to physicians, dentists, and other health care personnel

and suppliers would be based on the “reasonable charges” for their
services, as nnder the Medicare law, However, under the FHIP pro-
gram physicians and others would have to accept the reasonable char,
a8 thelr full payment (and could not make additional charges to the
patient).

Health maintenance organizations

'Under the employer plan, health maintenance organizations
(HMO’s) would be xtmid on & per capita basis for persons enrolle%as
negotiated between the employer and the HMO). Under the FHIP

rogram, HMO’s would be paid & prospective per capita rate equal to

8 percent of the estimated amount needed if the services were fur-
nished Il?tvhgt,her providers in the area.

. The HMO could make various arrangements to reimburse its physi-
cians, The phgsicians could be employees or pastners of the yOr
the organization could make arrangements with physician groups
which, in turn, would pay the individual physicians on a fee-for-
sexévioe.gxl' other basis. lati the rate of_petention (th X

ecial provisions relating to the rate o on (the organiza-
t,iongzs revegue minus its expgnses) require Ms retention applica-
ble to the FHIP enrollees must be slightly less ‘90 percent) than the
retention rate applicable to other groups led in the or,

erriduospramiamn o DATB A g o dlonel benel




Delivery and resources

Health maintenance organizations

Provision is made for health maintenance organizations—public
or private organizations which provide health services to enrollees
on a per capita prepayment basis—to participate in the program, As
described previously, persons under both the employer and FHIP
plans would have the option of enrolling with an Hi(O. The orga-
nization would have to meet the following requirements:

(1) provide all of the services and benefits covered under the
program, either directly or under arrangement with others,

(2) assure that health services are furnished promptly and
appropriately

8) utilize nstitutions, facilities and health care personnel that
meet the standards of the Medicare program and any additional
quality standards established by regulation,

(4) demonstrate it is financially responsible and capable of
providing comprehensive health care services efficiently and eco-
nomically,

(5) have not less than 10,000 enrolled members; this require-
ment may be delayed up to 3 years if the HMO is making pro
to reach this number; it also may be waived (for an indefinite
period) if, because of geographical location or other circum-
stances beyond its control, the HMO is unable to comply

(6) if participating in the FHIP program, at least half of its
mggn ers have to be persons not covered under FHIP or Medi-
caid,

(7; have an open enrollment period at least every year,
(8) permit the Department, or its designee, to evaluate the serv-
ices and records of the HMO.

Any State law or regulation which prevents an HMO from carry-
ing out its agreement with the Department under FHIP would be in-
applicable, as would any State law or regulation that limits a physi-
cian affiliated with an HMO from delegating certain duties to appro-
priate personnel.

Health planning

The bill would impose the same g)rovisions, if imposed under Medi-
care and Medicaid, limiting reimbursement to providers of services
in connection with their cagit,al expenditures, 1f these expenditures
are not in conformity with the comprehensive plan of a State or area-
wide plannin% agency. These provisions are contained in proposed
legislation (H.R. 1).

Related health bills

Two related health bills introduced on behalf of the Administration
by Senator Jacob K. Javits of New York incorporate several of the
recommendations presented by President Nixon in his health message
to the Congress on February 18, 1971. S, 1182 would authorize grants,
loans and loan guarantees to health maintenance organizations to
asgist them in their establishment, construction of facilities, and to
meet their initial operating costs. S. 1183 would authorize special
project and capitation grants to medical and other health profession
schools for the education of health professionals; grants to schools and
institutions for programs or projects designed to alleviate shortages
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of health personncl and improve the delivery of health services; grants,
loan guarantees and interest subsidies for tPle construction of facilities
for health education and research; and assumption of loans to health
profession students.

COSTS

See Part I1, page 86, for the cost estimate of the Byrnes bill.

Identical bills and cosponsors

Number Sponsors
HR. 7Tt41______ Mr, Bﬁ'mes of Wisconsin (for himself, Mr. Gerald
R. Ford, Mr. Betts, Mr. Schneebeli, M. Conable,

Mr. Chamberlain, and Mr. Pettis)



TABLE 1.—Byrnes bill: Benefit provisions under the Family Health Insurance Plan

Cost shanng for income class !
Type of service Benefits -
1 2 3 4 5
Institutional serrices
Hospital:
Inpavient .. ... ... _........ 30 days per year. |
oemand board_ .. ______________ Seeabove. . . ... oo None ........ | I-dav deductible . | 1-day deductible 1-dav deductible i 2«day deduetible
Otherservices. .. ... .. ... _.... Sceabove. . ... ... ... .. None.._ ... ...{ None_.__ . . $50 deductiisle . . | $50 deductible, 109, | 2100 deductible, 259
coinsu unee conisurance
Outpatient_._._._ ... _._....__. Nolimit_____ ... ... ... .. .. None_.... .._.] None._. . $50 deductible $50 deductible, 107, | $100 deductible, 25%;
- i coinsuiance. coinsurance.
Extended care_.__._ . .. .. ......_..... 3 days in an extended care facility 4
substituted for 1 day of hospital i
care.
Roomand board.._. . ... ... ._._. Seeabove. ... ... .. None... . _.! 2-day deductible | 2-day deductible 2-dav deductible | $dav deductible
Otherservices............. ... ..... Seeabove ..o . None. ... .. None ___ .. $50 deductible 850 deductible, 109, ' $100 deductible, 167,
co nsurance. ' comsurance
Personal services
|
Physiclans’ services: 2 . X '

In hospital, extended care facility or | No limit while receiving inpatient | None____ « None . $50 deductible . $50 dednetible, 17, | $100 deductible, 2575
while receiving home health hospital, extended care or home | ] comsurance. I eomsurance
services. health services. | 3 !

Outpatient, home or office3.___ . ___. Svisitsperyear. .. ... .. ... ... ... None. . ! None____ . ¢ $50 deduct'ble, | S50 deductible, 100: | $100 deductible, 25,

l l coinsurance. 1 coinsurance.
'



TasLe L.—DByrnes bill: Benefit provisions under the Family Health Insurance Plan—Continued

Coat sharing for lncome class ¢

Type of service Benefits .
1 2 3 4 ]
Personal ssreices—Continued
Physiclans’ services # —Continued
emergoncy sorvices.... ...o... ... Nolimit..... . .c.ceev oo eeeeena.) Nonme......... | None....... ......| $50 deductible... | $50 deductible, 10% | $100 deductible, 26%
colnsurance. colnsurance.
Materndly c8r6. ... ccoceer cacnes Nolmlt...o. © oooiiiiiiiniiiannnns Nono.......... None.... .. ..... None......... ......] Non(
Family planning. ce eeeee oo [ NOMmIt.... . . . None
Periodle examinationsd.....0.. ©o0.] irth-8 moo.: 6 exains, 7 moe. 3 None.......... .... | Noue,
yt:n .0 exams. Age 3-8 ym.: 3
exams,
Eye examinations............... v...| Children under age 12: | exam. per | Noue ... .....| None... eenees] $50 deductible.... wdoductlble. 10% tlwideducublo,%%
coinsurance
Home health services.......ooeuee.e 'ISatt of liome health sorvices sub- | None..........| None............ o] $50 deductible..... “odaducuble. 1% | $100 deductible, 26%
uted for 1 day of hmphal care, colng colnsurance.
Laboratory and X-F8y...ccceeeneenees 11T None..........J None.... ... ... | $50deductiblo.... mdeduoublo. 10% Glooldedueublo. %%
coinsurance.
Jutpatient physical therapy services..] NoWmit......... ...c.ooo oL oo ] Noneu........ .| None............. | $50 deductible..... mdeducllblo. 10% | $100 deductible, 2%
colnsurauce. colnsuraice.
Othker sertices d;nd supplies
Med!cal supplies and appliances.......] Nollmit....... ......... ... ......] None..........] None............. | $50 deductible.... lnodedueuble, 10% uoodeductlblo.u%
Ambulance services.................. | Emergencies only...................| None..........| None..............| $50 deductible..... mdoducublo, 10% Olwdoductlble.%%
Prosthetio devices.....................] Emorgencles only...................| None..........] None..............| $80 deductible.... Sweotlloducllblo. 10% tloodadllﬁlble.m%
nsurance.
' Psychiatrio services exclu

1The $50 and $100 dod‘lex:tlblo is the total annual amount payable per family (or all serve

foes subject to deduct

ded,
1 Includes proventive care, {mmunioations and eheck-ups.

()4



GRIFFITHS-CORMAN BILL—H.R. 22

H.R. 22, “The Health Security Act,” was introduced on January 22,
1971, by liepresenta,tive Martha W. Griffiths of Michigan and Repre-
sentative James C. Corman of California. An identical bill, S, 8, was
introduced on January 25, 1971, by Senator Edward M, Kennedy of
Massachusetts.

General concept and approach

The bill would establish a national health insurance program cover-
ing the entire population anggroviding a broad range of health serv-
ices, with no payment required of the patient. The srogram would be
financed by a Federal payroll tax on employers and employees, a tax
on unearned income, and Federal general revenues, The program
would be administered by the Department of Health, Education, and
Welfare. The proposal includes provisions designed to reorganize the
delivery of health services, improve health planning and increase the
supply of health care manpower and facilities,

OQoverage of the population

All residents of the United States would be covered, including aliens
admitted as permanent residents or for employment, Alien residents
employed by a foreign government or an international organization
would be eligible for coverage under special agreements. Persons
would be eligible for benefits without regard to whether they have
contributed to the program.

Benefit structure

Benefits covering nearly all types of recognized health services are
provided, with limitations on psychiatric, nursing home, and dental
services and on prescription dru%s ag indicated in the listing of the
major benefits below, There would be no payment required of the pa-
tient when the services are furnished.

Institutional services:

General hospital inpatient care .

Psychiatric hospital inpatient care: 45 consecutive days in a
spell of illness

Hospital outpatient care

Skilled nursing home care: 120 days in a spell of illness; number
of days may be increased by regulation for homes owned or man-
aged by a hospital, and for all homes depending on the avail-
ability of funds.

Personal services: )

Physicians’ services (nonpsychiatric) . .

Physicians’ psychiatric services: 20 visits durm%a spell of ill-
ness, but without limit if furnished by & comprehensive health
sorvice organization, hospital (on an outpatient basis) or mental

health clinic.
(11)
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Dentists’ services: In first year of program for children up to
age 15. Each year thereafter, extended to persons 2 years older
(e.g., in the second year to age 172 up to age 25. Once eligible,
coverage continues throughout lifetime. Cosmetic orthodontia
excluded.

Podiatrists’ services

Home health services

&Pox'atory and X-ray

, Other personal services: Psychological, physiotherapy, nutri-
tional, social work, health educutiog and preYated sereivc’es fur-
nished by an institution, comprehensive health service organiza-
tion, or other agency under contract.

Other services and supplies:

OII)tqmetl'is;sz services and eyeglasses

Medical appliances: Therapeutic devices, appliances, and equip-
ment, as established by rex?l ation. Expenditures to be limited to
2 percent of total expenditures of program, if possible,

Ambulance services: As prescribed by regulations.

Preseription drugs: Drugs required for chronic conditions and
for specified conditions involving financial hardship, but without
this limitation if provided by a comprehensive Kealth service
organization.

Experimental services which, because of cost or shortages, could not
be provided on a nationwide basis would be excluded.

Administration

The program twould be administered by the Department of Health,
Education, and Welfare. A 5-member, fall-time Health Security
Board, appointed by the President with the consent of the Senate,
would serve under the Secretary of Health, Education, and Welfare.
Board members would have 5-year overlapping terms and no more
than three could belong to the same political party. The Board would
be responsible for general administration of the prcagram including

olicy and regulations, control of expenditures, stan ards and reim-
ursement for providers of services,

A Nationnl Advisory Council, appointed by the Secretary, would
advise on general policy, regulations, and allocation of funds, The
Council would include the Chairman of the Health Security Board
and 20 members including representatives of consumers (who would
constitute a majori v& and of providers of services. )

The program would be administered through the 10 regional offices
of the Department and approximately 100 local health service areas.
Regional and local advisory councils, com arable to the National Ad-
visory Council, would advise the regional and Jocal offices, Individ-
uals or providers with grievances would be entitled to hearings,

appeals and judicial review in Federal courts.

Relationship to other Government programs

The Medicare program for the afed is specifically eliminated hy the
bill. The Federal Government would not financially participate in the
cost of covered services for the Medicaid, vocational rehabilitation
and maternal and child health programs. (The intent of this provision
is that these programs not pay for covered services,) Services under
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the CHAMPUS program (for military dependents and retirces)
would be limited to noncovered services.

Federal providers of services including the Defense Department,
Veterans Administration, and the Department of Health, Education,
and Welfare facilities for merchant seamen, Indians and Alaskan
natives would not be eligible providers under the national plan. OEO
and HEW health centers would be eligible providers. Agencies pro-
viding school health services would also be eligible for reimbursement.
Medical services under a Federal or State's workmen’s compensation
law are not affected by the proposal. The bill requires a study of
methods of coordinating HEW and the veterans programs with the
proposed plan,

Financing

The program would be financed by (a) a 1.0 percent tax on wages of
employees and on unearned income, (b) a 8.5 percent tax on em-
ployers’ payrolls, (¢) & 2.5 percent tax on self-employment earnings
(d) contributions from Federal general revenues equal to the total
receipt from taxes.

The total income of an individual subject to tax (from wages, self-
emp]o?rment income and unearned income) would be limited to $15,000
annually. For an employer, the entire payroll would be taxed, In
addition to workers under social security, Federal, State and local
government employees would be subject to the tax, but State and local

overnments would not me the employer tax, Members of the armed
orces would not be taxed.

The funds of the program would be held in a Health Security Trust
Fund with three accounts: (1) a health service account to pay benefit
costs, (2) an account for administrative costs, and (3) a health re-
sources development fund, The present hospital and medical insurance
trust funds of Medicare would be transferred to the new trust fund.

Standards for providers of services

The standards for gartici ation by providers of services would be
similar to those of Me icare,%ut would also include others as indicated
below. (Medicare standards are shown on page 78.) In addition, all
providers must agree that (1) services woulg be furnished without
discrimination on the basis of race, color or national origin, (2) no
charge would be made to the patient for covered services, and (3)
required information and records would be supplied.

Hospitals

Standards for general hospitals are similar to those under Medicare,
with two additional requirements, Hospitals cannot refuse to grant
staff privileges on grounds other than professional qualifications, and
they must have a pharmacy (and a committee to supervise drug
therapy).

Skilled nursing homes
In addition to Medicare standards, nursing homes must be affiliated
with a hoapital or comprehensive health service organization whose
medical staff assumes responsibility for professional services in the
nursing home,
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Home health agencies

Standards are similar to Medicare. Agencies wonld need to be public
agencies or nonprofit organizations.

Comprehensive health service organization

To qualifv as a comprehensive health service organization, an orga-
nization would need to provide services to an enrolled population
through prepaid group practice or similar approved arrangements.
The organization would be required to furnish all covered ambulatory
health services (except menttﬂ health and dental services) and could
furnish other covered or noncovered services. Premiums or other
charges for noncovered services must be reasonable. It must accept
all persons in the area who wish to enroll. The organization must pro-
vide preventative services, assure continuity of care and make services
readilv available to enrollees. It must have a committee which would
establish medical standards and review utilization and quality of
services and would need to meet the general requirements of the pro-
gram concerning continuing education of professional personnel and
other requirements (to be established) concerning quality of care.
It must employ paramedical personne] to the extent possible. The
organization would have to be nonprofit.

Medical society foundation

A medical foundation sponsored by a State or local medical society
could qualify as a provider of service. The foundation, which would be
organized on a nonprofit basis, would be required to furnish covered
physicians’ services and could also provide other types of covered and
noncovered services, The foundation must permit all qualified ?hysy-
cians to participate (including those not members of the medical soci-
etv). It would take responsibility for compensating professionals and
other providers furnishing services on its behalf. .

The foundations would need to meet requirements similar to those
for comprehensive health service organizations (described above) re-
garding open enrollment for the public, reasonableness of charges for
noncovered services, and requirements for continuing education and
quality of care. (The requirement that services be provided through
prepaid group practice or similar arrangements is not applicable to
the foundations.) Similar arrangements could be made to establish
dental society foundations.

Other health service organizations
Other types of organizations, including public or nonprofit agencies
which provide comprehensive health care services, but not necessarily
to an enrolled population, could qualify as providers. Also, organiza-
tions (such as community health centers) could qualify to furnish pri-
mary medical care and make arrangements to furnish and coordinate
other medical services.

Professional practitioners
Physicians, dentists, optometrists, and podiatrists licensed in a State
before the start of the program would be e'igible to participate, hut
would need to meet requirements for continuing education established
by regulations, National standards for professionals would be estab-
lished by regulation for those licensed after the program began. A

BEST COPY AVAILABLE
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State-licensed practitioner who met the national standards would be
considered qualified in any other State. Major sur%ery and certain
other specialist care could be furnished only by qualified specialists.
Services of professional practitioners provided in a nonparticipating
hospital would not be covered.

Other providers

An independent laboratory or radiology service or a provider of
drugs, medical appliances, or ambulance services, would need to
meet requirements of State law and additional ones established by
regulation,

Utilization review

The requirements for utilization review in hospitals and skilled
nursing homes include all those of Medicare. In addition, the hospital
utilization committee would report its findings, on request, to the
Health, Education, and Welfare regional office, For skilled nursing
homes, utilization review would be conducted by a State or local public
h&alth agency, under contract with the Department, or by the regional
office.

For specified types of surgery, prior consultation and approval by
8 i}\;aliﬁed special‘;st would be mqug'ed.

Independent physicians and dentists in general practice must main-
tain records and make reports, as required by regulations, for purposes
of medical audit.

Soope of services

Participating hospitals and other providers (except individual
practitioners) could be directed by the Department to add or discon-
tinue covered services, provide services in a new location. arrange for
transfer of patients and medical records, and establish coordination
or linkages with other providers, Such an order could be issued only on
the recommendation of, or after consultation with, the State health
planning agency and 1s subject to hearings, appeals and judicial
review,

Reimbursement of providers of services

National health budget

Each year, a national health budget for the coming year would be
established. The budget would be based on the cost of the program
in the current year adjusted for estimated changes in the Consumer
Price Index, population, and the number and capacity of providers,
Consideration would also be given to the extent to which costs are
being controlled by improvements in delivery. However, the budget
could not exceed the estimated total receipts for that year from taxes
and general revenues, .

.The budget could be modified if later estimates or experience in-
dicated that tax receipts or expenditures differed significantly from
the estimates or if an epidemic or similar event required higher ex-
tp;)er(x}diture:s. A needed increase in a budget would be promptly reported

ongress,

Allocation of funds

. Funds would be allocated to each re%ion on a per capita basis for
institutions, physicians’ services, dental services, drugs, appliances,
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and other professional and miscellaneous services. The amount for
each category would be based on that spent during the past year modi-
fied for estimated changes in various factors (as described previously).
The regional funds would be further allocated on a similar per capita
basis to the health service areas, The bill provides authorization to
eliminate unwarranted differences in average costs of health service
among the regions by curtailing increases in funds to high expendi-
ture regions and increasing the availability of services in low expendi-
ture regions,

General hospitals

Hospitals would receive. after a process of negotiation, a predeter-
mined annual budget under regulations establishing the costs and
services to be recognized in the budget. A uniform accounting system
would be required. The compensation of professional practitioners
(such as pathologists and radiologists) associated with the hospital
would be included in the budget.

Psychiatric hospitals
. A\ psychiatric hospital rendering primarily active treatment to pa-
tients would be paid on the same basis as a general hospital. Those

also providing noncovered scrvices (such as enstodial care) would be
pnid & predetermined rate per patient-day for the covered services.

Skilled nursing homes and ;.ome health agencies

Payments would be based on an annual budget, as for general
hospitals.

Comprehensive health service organizations and medical
foundations

A comprehensive health service organization or medical foundation
would receive a per capita amount for enrolled persons for ambulatory
services they are required to provide, based on the per capita allocation
for the various services in the local area.

If they also provide hospital or nursing home care in their own facili-
ties, they would receive an annual budget amount for these services.
If they arrange for hospital or skilled nursing home services through
other providers, they would be reimbursed on the basis of an amount
per patient-day for services used by their enrollees. The organization
or foundation would be entitled to 75 percent of any savings resulting
from its lower utilization of institutional services (whether furnished
by the organization or through other providers) compared to that of a
similar population group.

As an alternative, the payment for hospital and nursing home care
would be based on a reasonable per capita payment per enrollee, in
which case the organization or foundation would retain any savings
resulting from lower than estimated use of these services,

Other he “1th service organizations
Other organizations such as health centers and State or local health
agencies could be paid by any agreed method, other than fee-for-
service, Independent pathology laboratories or radiology services could
elect fee-for-service, approved budget, or any other agreed basis, Meth-
ods of payment for other types of providers would be specified in

regulations.
BEST COPY AVAILABLE
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Payment to professional practitioners

The major methods of payment available to physicians, dentists, and
other professionals would be fee-for-service, capitation and salary.

Fee-for-service would be generally available to all. The amount of
fees would be determined by fee schedules or relative value scales,
prescribed by regulation after consultation with representatives of the
professions, The administration of fees could be de}egated to a medicul
or professional society (or an agency selected by the society),

apitation would be available only to independent physicians and
dentists in general or family practice. An annual amount would be
paid for each person enrolled to receive all services from the practi-
tioner. These professionals could receive fee-for-service payments for
services to persons not enrolled with them on a capitation basis.

By agreement with the local or regional office, a practitioner could
be paid a full-time salary, or he could receive a part-time salary as a
supplement to other methods of compensation. By agreement, special-
ists could also be paid per session or per case.

From the predetermined fund for physicians, dentists and other
%n‘ofessional services for an area (based on the per capita allocation

or these types of services in the area), funds would be allocated to
professionals selecting salary, capitation and fee-for-service. 1f, during
the year, total payments for fee-for-service were greater than esti-
mated, the amount of the fees would be reduced proportionately.

The law authorizes experimentation with otf\)er methods of reim-
bursement if they would not increase costs,

Delivery and resources
Preparing for the program

Financial assistance would be provided, before the start of the pro-
gram, for the J)urpose of increasing health planning, alleviating short-
ages and maldistributior of facilities and manpower, and improving
the organization and delivery of health services. The appropriations
for this purpose would amount to $200 million and $400 million, re-
spectively, for the 2 years before the program begins. In addition,

ublic Health. Service funds for State comprehensive and areawide
health planning would be increased to the extent necessary. '

After the program starts, all expenditures for improvement in
delivery and resources would come from the Hne,alth Resources Devel-
opment Fund (except as noted below). This furid would receive in the
first year 2 percent of the total income of the program and this alloca-
tion would be increased by 1 percent (at 2-year intervals) until it
reached its ultimate rate of 5 percent.

Health planming

The bill directs the Department of Health, Education, and Welfare
to undertake planning to improve the supply and distribution of
manpower and facilities and the organization of health services, State
comprehensive health planning agencies (approved under the Public
Health Service Act) would be given primary responsibility for co-
ordinating the work of health p anninf1 groups within the State and
interstate health planning agencies, The Department would assume
these functions in States that do not carry out their responsibilities.

The bill states that priority is to be given to the provision of am-
bulatory services on a comprehensive basis, including the development
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of comprehensive health service systems and the strengthening of co-
ordinagon and linkages amongsgroviders of servicesg.t goteo

Comprehensive health service systems

Grants could be made to a public afency or nonprofit organization
for up to 90 percent of the expenses of planning and developing a new
comprehensive health service system. In addition, loans could be made
for the construction costs of a new system, up to 90 percent of cost.
Existing comprehensive health service systems could receive similar
development grants and construction loans, for expansion of their fa-
cilities, to a maximum of 80 percent of costs.

In addition, the operatinﬁ- deficit of newly established or enlarged
comprehensive systems could be paid as long as 5 years, if the system
is making %rogresg toward self-support.

Under the special improvement grants provision of the bill, com-
prehensive systems could raceive grants for the (1) purchase of diag-
nostic and therapeutic equipment, (2) purchase o¥ equipment and
other expenses for improving methods of utilization review, budgeting
and recordkeeping, and (8) costs involved in improving coordination
and linkages of services,

The grants for improvement of coordination and linkages would
also be available to all hospitals, nursing homes and other providers
of services outside the comprehensive systems,

Manpower training o
_The Health Security Board, consulting with State planning agen-
cies, would establish priorities for education and training of health
manpower. Funds for this training would be provided by contracts
with educational or other organizations, and allowances could also
be paid directly to students. Funds may be provided for the following
purposes: . . .

(1) Training of medical students for general or family practice
or for specialties in critical shortage.

2) Training for professional and paramedical occupations, if other
Federal financial assistance is not available. Priority would be given
to those professionals who agree to work in shortage areas and in
comprehensive health service systems,

(8) Development of new kinds of health personnel, especially those
useful in connection with comprehensive health service systems. The
new occupations could include teaching of personal health care, liaison
with health care organizations, and consumer representatives. Under
this provision, additional grants could be made to study the usefulness
of the new occupations, )

(4) For members of disadvanta]ged groups who are training for
health occupations, special remedial education could be provided and
additional allowances paid to the students.

Other Federal assistance

Financial assistance under the program could not be used to replace
funds available under other Federal programs and the Executive
Branch of the Government ig directed to use these funds to further the
objectives of the national program, The Health Security program
could loan 90 percent of the non-Federal share (the funds which the
sponsor of a project ordinarily contributes) required under another
government program, Where a loan has been obtained under another
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Federal program, the Health Security program could pay the interest
on the loan that exceeds 3 percent.

Studies
The bill requires a study of the problems of long-term care including
the possibility of providing additional home health services and lon%-
term facilities. A study would ulso be conducted on the subject of mal-
practice liability and would include iuvestigation of alternative means
of providing protection.
COBT8

b.l?ee Part II, page 89, for the cost estimate of the Griffiths-Corman
l . .

Identical bills and cosponsors
Number Sponsors
HR. 2....... « Mrs. Griffiths (for herself, Mr. Corman, Mr. Mo-

sher, Mr. Reid of New ?ork, Mr. Blatnik, Mr.

Bollix}lzg Mr, Celler, Mr. Conyers, Mr. Dulski,

Mr. Edwards of dalifornia, Mr. ‘Fraser, Mr,
Green of Pennsylvania, Mr. Hathaway, Mr,
Hawkins, Mr. Holifleld, Mr. Miller of Cali-
fornia, Mr. Madden, Mr. O’Hara, Mr. Pepper,
Mr. Perkins, Mr. Roybal, Mr. Sisk, Mr. Thomp-
son of New Jersey, Mr. Udall, and Mr. Van
Deerlin).

HR. 28........ Mrs, Griffiths (for herself, Mr. Corman, Mr, Mo-
sher, Mr. Reid of New York, Mr. Annunzio,
Mr, Bingham, Mrs. Chisholm, Mr. Clay, Mr,
Eckhardt, Mr. Harrington Mr. Hechler of West
Virginia, Mr. Howar mﬁr Koch, Mr. Meeds,

Mr. Mikva, Mr, Ryan, Mr, Stokes, Mrs, Sullivan,
and Mr. Reuss).
H.R. 2162...... Mrs. Griffiths :(for herself, Mr. Corman, Mr. Mo-

sher, Mr, Reid of New York, Mr, Anderson of

California, Mr. Ashley, Mr, Badiilo, Mr, Berg-

land, Mr, Brademnas, Mr, Byrne of Pennsylvania,

Mr. Carney, Mr, Daniels of New Jersvevy Mr.

Danielson, Mr. Diggs, Mr. Drinan, Mr., illiam
D. Ford, Mr. Halpern, Mr. Johnson of Cali-
fornia, Mr, Mitchell, Mr, Morse, Mr, Moss, Mr,
Nix, Mr, O'Neill, Mr, Price of Illinois, and
Mr. Pucinski).

H.R. 2163____.. Mrs. Griffiths (for herself, Mr. Corman, Mr.
Mosher, Mr. Reid of New York, Mr. Begich
Mr. Rees, Mr. St Germain, Mr. éarbapes, an

Mr. Vanik).
HR. A478_____. Mr. Helstoski,
HR, 8124______ Mrs. Griffiths (for herself, Mr. Corman, Mr.

Mosher, Mr. Reid of New York, Mr. Burton,
Mr. Dellums, Mr. Hicks of Washington, Mr.
McCormack, Mr. Podell, Mr. Rangel, Mr, Ron-
calio, and Mr. Seiberling).
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Number Sponsors

H.R. 4124______ Mrs, Grifiths (for herself, Mr. Corman, Mr.

Mosher, Mr. Reid of New York, Mr. Clark, M.
Donohue, and Mrs. Hansen of Washington).

HR. 4141.__. . Mr. Kee.

H.R. 5007_.____- Mr. Nedzi.

H.R. 5246...._. Mr. Minish.

FLR. 7839___._. Mrs, QGriffiths (for herself, Mr. Corman, Mr.
Mosher, Mr. Reid of New York, Mr. Eilberg,
and Mr. Scheuer).,

S B e Mr, Kennedy (for himself, Mr. Cooper, Mr. Saxbe,

Mr. Bayh, Mr. Case, Mr. Cranston, Mr. Gravel,
Mr. Harris, Mr. Hart, Mr. Hughes, Mr. Hum-
5hrey, Mr. Inouye, Mr. Magnuson, Mr. Me-
overn, Mr. Metcalf, Mr. Mondale, Mr. Moss,
Mr. Muskie, Mr. Pastore, Mr. Pell, Mr. Ran-
dolph, Mr. Stevenson, and Mr. Tunney).



FULTON-BROYHILL BILL—H.R. 4960

H.R. 4060, the “Fealth Care Insurance Act of 1971,” was introduced
by Representative Richard H. Fulton of Tennessee and Representative
Joel T, Bx;c:frhill of Virginia on February 25, 1971, The bill, referred to
ksss the Medicredit proposal, is endorsed by the American Medical

ociation.

General concept and approach

The Medicredit proposal would provide tax credits against indi-
vidual income taxes to offset, in whole or in part, the premium cost of
qualified private health insurance policies. A qualified policy must
provide specified basic and catastrophic benefits and the maximum
amount of the tax credit would be based on the premium cost of this
policy. The amount of the credit for a family would be graduated on
the basis of the family’s income tax liability (the amount of tax pay-
able for the year) with the larger credits available to lower income
groups, Families with little or no tax liability would receive a payment
voucher for purchase of the insurance. All persons could voluntarily
elect coverage under the plan, except those age 65 and over.

Coverage of the population

Since all families and individuals potentially subject to the Federal
individual income tax would be eligible, virtually the entire population
could voluntarily elect coverage under the plan, However, persons age
65 and over (who would remain under the Medicare program) would
not be covered by the proposal.

Benefit structure

The amount of the tax credit would be based on the premium cost
of a qualified policy which provides specified basic and catastrophic
benefits. For the catastrophic benefits, the amount of tax credit would
he equal to the full premium cost applicable to those benefits, For the
basic benefits (which constitute the major part of the benefit package)
the amount of the credit would be etéual to the premium only for per-
sons with no tax liability, and would be slowly graduated downward
(for each $10 increase in tax liability) with a credit of 10 percent avail-
able to those with taxes of $891 or more.

This schedule of credits is applicable to all types of returns includ-
ing individual returns and joint returns of married couples. In com-
puting the amount of tax liability for Medicredit purposes, the taxes
of dependent children would be included (even though the child files

(21)
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an individual return). Also, the tax liability of a husband and wife
filling separate returns would be combined.

The table below shows the percentage of the premium cost of the
basic benefits that could be taken as a credit at selected levels of tax
liability, as shown in the Medicredit bill, Also a column has been
added showing the equivalent adjusted gross income, for a family of
four taking the standard deduction, at specified tax liability levels (in
1978 when the Tax Reform Act of 1969 becomes fully effective).

Amount of tax
Amount of tax Jabiiity Amount of adjusted gross income coredit (percent)
None. ool $4,000 0rless. - o ococaeeaaao.. 100
$100. ol 84,710 ool 90
8300 eeeeeaa $6,060. - - oo 70
8600, o aeeaa $7,400. ... _._. poemean 50
8700 e $8,720. o el 30
$801 . e $0,910 or more..covececennnn. 10

Individuals or families with no tax liability would receive a voncher
certificate which would be accepted by a carrier for the purchase of a
qualified insurance policy. Those with tax liability less than the amount
of the credit could receive a certificate, or claim the additional credit
like an overpayment of taxes.

Taxpayers who elect a tax credit could not claim the health in-
surance premium as a medical expense deduction for income tax
purposes,

E'mployer-employee plans

Under present law, an employer may take the full cost of his prem-
ium contributions for health insurance for his employees as a business
deduction, Under the (f)roposal he must maintain a qualified plan
(providing the specifie beneﬁts} to continue to take a full deduction;
otherwise, only one-half the contributions could be taken,

The employee, in computing the amount of premiums against which
he may take a tax credit on his personal, tax return, would count 80
l[:ercenl: of the employer contribution to a qualified pian (as if it were

is own contribution).
Qualified inswrance polioy

As indicated, & qualified policy under the plan would offer specified
basic benefits and catastrophic benefits. The policy would need to be
guaranteed renewable and benefits could not be refused because of
preez;)ilsting medical conditions. The benefits of the policy are shown
In table 2.
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TaBLe 2.—Fulton-Broyhill bill: Benefit provisions under a qualified
insurance policy

Type of service Baslo benefits Catastrophic benefits t

Institutional services:
Hospital inpatient 60 days in a year, subject to 8 Additional hospital

care, $50 deductible for each stay. days.
Hospital outpa- Subject to 20 percent coinsur- None.
tient care. ance on 1st $500 expenses per

family.

Extended oare..... 2 days i’x’x an extended care facil- None.
ity substituted for 1 day of
hospital care, subject to a $50
deductible for each stay.

Personal services:
Physicians’ serv-. Phgrsiclans’ services subject to  None.
foes. 0 percent coinsurance on 1st
$500 of exgenses per family.
Laboratory and X- Subject to 20 percent colnsur-  None.

ray. ance on 1st $500 of expenses
per family.
Othﬁr services and sup-
plies:
Medical appli- None. oo Prosthetic appliances,
ances.
Blood............ None. oo eeeeaeees Blood in excess of 3

pints,

! Payable after family meats a corridor deductible (sce text).

The family’s total payment for coinsurance under the basic cover-
age for physiciang’, laboratory, and X-ray services combined would
be limited to $100 annually (20 percent of the first $500), An addi-
tional limit of $100 annually would apply to hospital outpatient
services,

Benefits under the catastrophic coverage (which applies to addi-
tional hospital days, prosthetio aspliances and blood) would first be-
come payable after a corridor deductible (out-of-;;‘ocket payment)
which would vary according to family income, Cost sharing payments
made under the basic plan would be creditable toward meeting the
corridor deductible under the catastrophic plan, The deductible would
be based on the family’s taxable income (after exemptions and deduc-
tionsf including the income of dependents. It would be an amount
equal’to 10 percent of the first $4,000 of taxable income, 15 percent
of the next $8,000 and 20 percent of any additional income, The fol-
lowing tahle shows for 1978 the amount of the deductible for a family
of four with specified adjusted gross income taking the standard de-
duction (or itemized deductions equal to 15 percent of income).
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Adjusted gross income: Deduotidle
$4,000 or less..... - — None
5,000 - - $100
7,600 - 838
10,000 —— 625
15,000 .. - - 1,400
20,000 - 2,250
25,000 .. - 8,100

Admindstration

Persons would purchase qualified health insurance from private
health insurance carriers who would issue policies, collect premiums
(or vouchers) and process claims for benefits,

State insurance departments would determine whether insurance
carriers and policies are qualified under the Medicredit program,
Carriers would be required to participate in assigned-risk pools and
accept the poor risks assigned them by the State insurance
departments,

The Department of Health, Education, and Welfare would issue
and redeem the health insurance voucher certificates. Also at the
national level, a Health Insurance Advisory Board would be estab-
lished, consisting of the Secretary of Health, Education, and Welfare
(chairman), the Commissioner of Internal Revenue and nine addi-
tional members Igthe majority of whom would be physicians) ar-
pointed by the President with Senate approval, The Board would
establish the regulations for the administration of the program and
issue the Federal standards to be used by the State insurance depart-
ments in determining whether insurance carriers and policies are qual-
ified. In consultation with carriers, providers, and consumers, it would
study methods to maintain the quality of care and the effective use of
resources through utilization and peer review.

Relationship to other government programs

The bill provides that benefits claimed under Medicredit may not be
duplicated under other programs financed by the Federal Government.
The Medicredit proposal would affect the Medicaid and other assist-
ance grograms by covering those services for the low-income popula-
tion that were provided by the assistance programs,
Financing

The Medicredit program would be financed from Federal general
revenues, The granting of tax credits would result in a reduction in
Federal income tax receipts and the voucher certificates would be
redeemed from general revenues through a special trust fund created
for this purpose.
Standards and reimbursement of providers of services

The bill includes a clause which prohibits Federa] supervision and
control over the practice of medicine, the manner in which services
are provided, the selection or compensation of providers of services, or
the operations of providers of services,

The insurance carriers participating in the program would re-
imburse the providers of services, The bill requires that payment for
services under the program must be on the basis of usual and custom-

ary charges.
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Delivery and resources

There are no specific provisions regarding these subjects,

COSTS

b.l?ee Part II, page 93, for the cost estimate of the Fulton-Broyhill

l 1]

Identical bills and cosponsors
Number Sponsors
H.R. 4901...... Mr. Abemethg.
H.R. 4960_--._. Mr. Fulton of Tennesses véfor himself, Mr. Broy-
hill of Virginia, Mr. Watts, Mr, Fiowers, r.

Minshall, Mr, Jarman, Mr, Sikes, Mr, Carter,
Mr. Addabbo, Mr. Kuyi(endall, Mr, Lennon, Mr.
Derwinski, Mr. Thompson of Georgia, Mr.
Wampler M, Casey of Texas, Mr, Findley, Mr,
Fuqua, Mr. Don H, Clausen, Mr. Burleson of
Texas, Mr. Duncan, Mr, Kyl, Mr. Bow, Mr.
Michei, Mr. Brown of Ohio, and Mr. Conable).

HR. 4961 ... Mr. Fulton of Tennessee (for himself, Mr, Broy-
hill of Virg}nia, Mr. Bevill, Mr, Byrne of Penn-
sylvania, Mr, Gubser, Mr. Stubblefield, Mr,

e of California, Me, Bennett, Mr, Collier,

Mr, Shriver, Mr. Dorn, Mr, Baring, Mr. Wyatt,
Mr, Camp, Mr, Bray, Mr. Cederberngr. Pettis,
Mr, Nelsen, Mr. Andrews of North Dakota, Mr.
Downing, Mr. Giaimo, Mr, Esch, Mr. Goodling,
and Mr. haley).

H.R. 4962_____.. Mr. Fulton of Tennessee (for himself, Mr. Broyhill
of Virginia, Mr. Grifin, Mr, Zion, Mr. Fisher,
Mr, Henderson, Mr. Byron, Mr. Peﬁy Mr, Hull,
Mr, Wylie, Mr, Tiernan, Mr. Mizell, Mr. Kyros,
Mr. Myers, Mr. Yatron, Mr, McCollister, Mr.
Harsha, Mr. Abbitt, Mr, Sebelius, Mr. Miller of
Ohio, Mr. Robinson of Virginia, Mr, Bob Wil-
son, M. Powell, Mr. Davis of Wisconsin, and
Mr. O'Konski).

H.R, 4968....... Mr. Fulton of Tennessee (for himself, Mr. Brl&y-
hill of Virginia, Mr. Steiger of Arizona, Mr.
Johnson of Pennsylvania, Mr. Ruth, Mr, ﬁroy-
hill of North Carolina, Mk, Jones of Tennessee,
Mr. Frey, Mr. Ashbrook, Mr. Rhodes, Mr. Moc-
Clure, Mr. King, Mr. Thone, Mr, Belcher, Mr.
Nichols, Mr, Talcott, Mr. Snyder, Mr. Hillis, Mr.
Cha ei, Mr, Carey of New York, Mr, Hogan,
Mr. Kemp, and Mr. Springer),

H.R. 5487__._.. Mr, Tiernan,

HR. 8711_.__.. Mnr. Quillen.



H.R. 6872......

H.RO 7124---- -
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Spongors
Mr. Fulton of Tennessee (for himself, Mr. Blanton,
Mr. Baker, Mr, Buchanan, Mr. Burke of Florida,
Mr. Bryon, Mr. Hansen of Idaho, Mr. Arends,
Mr. Scherle, Mr. Mayne, Mr. Caﬁ'er{r Mr. Mec-
Donald of l\fichigun Mr, Bloomfield, } fr. Ruppe,
Mr. Montgomery, Mr, Galifianakis, Mr. Taylor
Mr. Latta, Mr. Spence, Mr, Dorn, Mr, Price o
Illinois, Mr. Whitehurst, and Mr. Scott).
Mr. Whitten,
Mr. Hansen (for himself, Mr. Baker, Mr, Beall, Mr.
Bennett, Mr. Dole, Mr. Dominick, Mr. Eastlan ,
Mr. Fannin, Mr. Goldwater, Mr, Gurney, Mr.
Hruska, Mr. Jordan, Mr. Tilurmond, and Mr.
Tower).



BURLESON BILL—H.R. 4349

H.R. 43849, the “National Healthcare Act of 1971,” was introduced
by Representative Omar Burleson of Texas on February 17, 1971, It is
endorsed by the Health Insurance Association of America.

Gleneral conoept and approach

The bill provides three voluntary health insurance plans to make
coverage available to almost the entire population. The plans include:
(1) an employee-employer plan, (2) an individual plan, and (8) a
plan for the poor and uninsurable. All plans would provide after a

hasing-in period a broad range of medical care services, with bene-
ts generally subject to cost sharing by the patient, Also, all plans
would be administered through private insurance carriers, supervised
by the State and Federal Governments. The eonégloyee-employer plan
and the individual health plan would be financed by premium contri-
butions, and contributors would receive tax advantages. The plan for
the poor would be financed mainly by Féderal and State general rev-
enues, The bill includes provisions designed to increase the supply of
health manpower, the development of ambulatory care centers andy the
ex&)‘ansion of health planning,
he relationship to other government programs, reimbursement,
standards for providers of services, and delivery and resources are
similar for all three plans, The fpro%ram would begin in July 1972
for the poor and Janhuary 1978 for the other plans,

BMPLOYEE HBALTHCARE PLAN

The employee healthcare plan would, through use of the tax mech-
anism, encourage employers to provide qualified health insurance
plans with specified benefits for employees and their dependents, Pri-
vate insurance carriers would collect the premiums and process the
claims for benefits, The gzemiums would be paid by the employer and
employees, as arranged between them. The plan would be supervised
by State insurance departments, The Federal Government would de-
termine the status of a plan under the tax laws,

Coverage of the population
Persons working for employers who voluntarily establish a qualified
plan would be covered. Such a plan must cover all full-time and part-
time employees (who work at least 20 hours a week for at least 26
weeks during the year{mand their dependents. New employees must b
cff,olvlered within 8 months, Coverage under the plan would continue, a8
ollows:

(1) 8 months after termination of employment, if the employee
pays the total employee-employer premiums for the 8-month pe-

riod on the last day of work.

(27)
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(2) 12 months during a layoff or labor dispute, if the employee
pays the employee contribution for the first month and the total
employee-employer contributions for later months, when due.

8) 24 months if absent because of illness or disability, if the
employee pays the employee contributions when due.

4) 8 months of coverage for the surviving family in case of
the employee’s death, if the total employer-empg?ee premium for
(tl};:tg-month period is paid by the survivors within 18 days of

Beneflt structure

Under present law an emiployer may take the full cost of his pre-
mium contributions for health insurance as a business deduction for
tax purposes. Under the bill unless an employer has a qualified plan,
he may take only one-half of his premium contributions as a business
expense, If a medical care plan established through a collectively bar-
gained agreement was in effect when the program started, this provi-
sion would not apply until the expiration of the agreement, but not
later than 8 years after the program started.

in addition, under present income tax law, employees and other
persons who itemize their deductions on their individual income tax
returns may deduct one-half of the ﬁremiums for private health insur-
ance up to a maximum of $150, with the remainder deductible only to
the extent that total medical expenses exceed 8 percent of adjusted
gross income, Under the proposal, the employees who itemize may
take their entire contributions toward a qualified plan as a medical
expense deduction.

e required standard health care benefits are shown in table 3.
These benefits would be phased-in, with Priorithl benefits becomin
available at the start of the program; Priority II, 8 years later; an
Priority III, 8 years later. If the Health Council (established under
the bill) advises that facilities and services are not available, the Presi-
dent may defer the phasing-in of benefits.

In lieu of the specific dollar co-payments applicable to various serv-
ices, coinsurance up to 20 percent may be required (except where a
higher coinsurance percentage is specified in the table). Also, in addi-
tion to the other requirements, an annual deductible of up to $100 per
family may be imposed, but the deductible for a service cannot be
larger if given on an ambulatory basis rather than in an institution.
The total payment for a family for all cost sharing (deductibles, co-
payments and coinsurance) is limited to $1,000 in a year.

The plan may provide benefits in addition to those required under a
qualified policy.

Administration

Employers would purchase qualified policies from private insurance
‘ comlt)‘)eanies which would collect the premiums and process the claims
for benefits, The policies must be approved by the State insurance de-
artment as satisfying the requirements for a qualified policy. The
i))epartment of the Treasury may accept the approval of the State
insurance department in determining the tax status of the premiums
for income tax purposes,
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Financing

The premiums for an employee plan would be paid by employers
to the insurance carrier, As arranged between employers and em-
ployees, the employees may be required, without limitation on the
amount, to contribute to the premiums,

INDIVIDUAL HEALTHOARE PLAN

The individual healthcare plan would provide income tax incen-
tives to encourage the purchase of individual (nongroup) qualified
insurance provi m% specified health insurance benefits, The premiums
would be paid by the policyholder. The State and Federal Govern-
ments would have supervisory responsibilities similar to those under
the employee plan.

Coverage of the population '

All persons would be eligible to voluntarily purchase a qualified
individual healthcare policy for themselves and their families. This
plan would make qualified insurance available to self-employed per-
sons and others not eligible under the employee or State plans.

Benefit structure

Persons purcha.singha qualified individual policy may, if they itemize
their deductions on their personal income tax return, take tZe entire
gremium cost a8 & medical expense deduction (as explained previously

or employee contributions toward a plan).

The medical ‘are benefits of anh individual policy are identical
to those under ¢ s employee plan and would be phased-in at the same
time (table 8). . .8 in the employee plan, coinsurance up to 20 percent
may be substituted for the co-pazments agg)licable to the various
benefits and an «dditional deductible may be imposed (which must
not be larger for ambulatory than for institutional care). For an
individual plan, n¢ limit is placed on the amount of this deductible
or on the total amount of cost sharing that could be required in a

ear. ‘
y The policy could include benefits in addition to those required under
a qualified policy.

e insurance policy must be renewable, but the insurence carrier
may adjust the premium rates for a class of policies according to the
exfenence for that class, Covera(fe under the policy ends wﬁen the
policyholder becomes covered under another type of qualified policy
or becomes eligible for Medicare benefits,

Administration ‘

The individual would purchase the insurance from a private in-
surance carrier, Policies must be approved by the State insurance de-
partment as being qualified and the %‘reasury quartment may accept
this approval in determining the tax deductibility of the premium
cost.

Financing

The policyholder would pay the entire premium cost to the insur-

ance carrier,
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STATE HEALTH CARE PLAN

The State health care plan is designed to provide the standard ben-
ofits for the needy, the uninsurable and certain others, It would be
administered by a private insurance carrier (or group of carriers) in
each State and financed by premium payments from covered persons
and contributions from S’I’:ate and Federal general revenues, States
that did not establish a plan could not receive Federal funds due them
under the Federal-State Medicaid and maternal and child health
programs,

Ooverage of the population

Coverage under the State health care plan would be available to the
groups of persons indicated below.

(1) Needy persons—Individuals and families could voluntarily en-
roll in the State plan if their adjusted gross income for income tax
purposes was less than the following amounts:

Individual -- $8, 000
Family of two 4, 500
Family of three or more 6, 000

Public assistance recipients would be eligible for coverage under the
State plan without regard to their actual income, Persons eligible un-
der a qualified employee health care plan could not elect the State {)lan.

(2) Uninsurable persons—Coverage under the State plan would be
availablo on a voluntary basis to persons who are not eligible under a
qualified employee plan and cannat obtain a qualified individual policy
because they are uninsurable (usually because of poor health). The
person is considered uninsurable if he applies to three insurance car-
ricrs who either refuse to issue a policy or offer one at a premium cost
greater than twice that of the State plan. .

(8) & {Jecz'al groups.—Groups of persons who are receiving substan-
tially all their medical care under a Federal or State program may be
enrolled as a group under the plan, (These could incJude, for example,
dependents of servicemen and inmates of an institution.) Under this
provision (which does not apply to public assistance recipients as &
group) the Federal or State Government would pay the entire pre-
mium for the group.

Enrollment , )

Families and individuals may voluntarily enroll by filing applica-
tion with an administering carrier during an open enrollment period
ench yenr, Those becoming eligible later may apply within 80 days of
their eligibility. Public assistance cash recipients must be enrolled by
the State public assistance agency. Coverage for all enrollees continues
for the balance of the policy year regardless of change in the eligibility
status of an individual family'member.

Benefit structure

The benefits under the State plan would be phased-in earljer than
for the other plans, with Priority IT benefits effective at the start
of the program and Priority III, 4 years later. A delay by the Presi-
dent in the phase-in of benefits Would also apply to these benefits,
a8 described earlier. The same cost sharing requirements applicable
to the other plans apply to the State plan, but special provisions limit
the total amount of cost sharing to $30 in a year for individuals and
fﬁmiliege }lmving adjusted gross income less than the specified amounts
shown below.
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Individuals ... $2, 000
Family of two 8, 000
Family of three or more 4,000

For those with higher income, the maximum a'nount of cost sharin
would be limited to 8 percent of their income over these specifie
amounts (but not less than $30). For example, a family of three or
n}ogg 6‘63:;1 income of $5,000 would pay a maximum of $60 (6 percent
0 ’ L)

The State plan could provide benefits in addition to the standard
benefits, but the Federal Government would not share in the cost of
additional benefits,

Administration

The State plan would be administered by an insurance carrier under
an agreement between a State and the carrier, with the approval of
the Department of Health, Education, and Wolfare. The administer-
ing carrier could be a commercial insurance company, a service benefit
organization, or any of several other types, The administering car-
rier would determine eligibility for enrollment in the plan, collect
the premiums and government contributions, process claims for bene-
fits, paﬂ; roviders of services and administer the State plan insurance
ﬁool. ividuals and families enrolled in the plan would be issued

ealth insurance policies,

The operation of the plan would be under the supervision of the
State insurance department, and payment to providers would need to
meet the standards of the State Cost Commission.

At the Federal level, the Department of Health, Education, and
Welfare would issue regulations for operation of the plan, These
regulations would need to be issued in final form at least 9 months be-
fore the policy year to which the}l ?ippl

As a condition of receiving Federal Govérnment contributions for
the State plan, the State must agree that it will not impose a tax on
premiums or a similar tax on the State plan, and that it will levy
taxes on health insurance business in the State equally on all carriers.?

Financing .

The State plan would be financed by premium payments of enrolled
families, graduated according to income, and b}) c%l:t butions from
State and Federal general revel{ues. L '

The amount of the full premium would be determined for each fam-
ily size by the administering carrier, The ful]' premium would be an
amount actuarially sufficient to meet the total cost of thd program, The
premium_amount would be based on the previous year's experience
(adjusted for estimated increase in costs) and would inclyjde an allow-
ance for the benefit cost and for costs of adminjstration, and a risk
charge equal to 1 percent of the benefit cost. It would algb include an
allowance for repayment in full of State insurance pool losses for past
years, o

The premium rates determined by the cartier would be reviewed by
the Chief Actuary of the Social Security Administration, who could
recommend a reduction to the Départment of Health, Education, and
Welfare, If so, at the request of the State, & hearing ‘would be held
before a board’ of three actuaries appointed by the Department (in-
cluding one with the concurrence of the State and one with the con-

1In many States, Blue Cross and Blue Shield are exempt from premium taxes and other
taxes applicable to other carriers,
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currence of the carrier). If the hearing board determined the premium
rates were too high, the Federal contributions to the State plan could
be reduced. ‘ -
Oontributions of policyholders
Policyholders would pay a premium based on their adjusted gross
income. Needy persons under the State plan would not pay any pre-

{;ilum if their income for the year was below the amounts specified
ow:

Individuals $2, 000
Families of two 8, 000
Families of three or more 4, 000

Those with income above the specified limit would pag 18 percent of
the amount above this limit. For example, a family of three or more
with an income of $5,000 would pay $180 (18 percent of $1,000) to-
ward the premium.,

Uninsurable persons under the State plan would pay the full pre-
mium rate. The State and Federal Gtovernments would pay the rest
of the premiums of the State plan—in effect, the premiums for those
who do not contribute and the balance of the premiums for those who
pay part, Thus, the plan would receive a full premium for all enrolled

rsons, The Federal sivare of the total government contribution would

70 to 90 percent, depeading on the per capita income of the State.

State insurance pool .

The &remiums and other income of the glan would be deposited
in a State insurance pool from which all benefits and expenses of
the plan would be paid. The pool would be reinsured by all health
insurance carriers licensed in the State and if the pool suffered a loss
in the year; the loss would be borne by the carriers according to an
agrqod formula, up to a maximum of 8 gercent of premiums, Any
additional loss would be absorbed by the State and Federal Govern-
ments (according to the sharing formula). If the pool showed a gain,
it would be retained by the pool and used to reduce the State’s future
premium contributions to the pool.

" Provisions'for théaged "' " o

Persons age 65 and over could be' covered under the State plan
under sfecia provisions applicable to that group. Aqed persons must
be enrolled in the voluntargr supg)lementary medical insurance plan
(Part B) of Medicare to be eligible for State plan coverage, If their
income is above the specified limits, so that they would be required
to pay premjums, the amount of the Fremlum would be reduced by
the amount of the Part B premium. If their income is below the spe-
cified limits, the State would pay the Part B premium on their behalf
from State general revenues. The Medicare program would continue
to operate and would have initial liability in paying for services.

Relationship to othen Government programs

As indicated, the Medicare program would continue to operate. The
proposal spebiﬁes that’the Medicaid and maternal and child health
ptograms would not pay for medical services provided under a State
plan, nor for cost sharing reqiired by the plan,"Most' other govern-
ment programs would not be affected.
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Standards for providers of services

Instivutions
Health care institutions gxospitals, extended care facilities and
home health agencies) would have to meet the same standards as under
the Medicare program (see page 78).
Health maintenance orgamizations
Health maintenauce organizations which furnish health care serv-
ices to enrollees on & per capita reﬂayment basis would be required
to meet quality standards estanlished by regulation,

Physiotans and dentists

Physicians and dentists would have to be legally authorized to
render services by the State in which they provide their services,

The bill does not specify any standards for independent labora-
tories, optometrists, independent speech and physical therapists, or
drug providers,

Reimbursement of providers of services
Institutions
Payments to health care institutions (hospitals, extended care facil-
ities and home health a%encies) would be based on prospectively af-
roved rates for different categories of institutions, Institutions would
required to prepare a budget, based on a standard woountin%:ys-
tem, and recommend a schedule of ¢harges which would apply to all
atients, Annually, a State Healthcare Institutions Cost Commission
ollowing its review of the budgets and proposed charges, would
determine the rates.

The charges for services would need to be reasonably related to the
cost of efficient production of the services, In its review, the Commis-
sion would take into account economic factors in the area, costs of
comparable institutions providing comparable services, capital re-
quirements and the need for incentives to improve service and institute
economies, ’

The State Commission could approve the use of a single charge for a
group of services commonly rendered to s class of patients, or a single
all-inclusive daily charge for all inpatient services, The level of rates
aﬁ)aproved for different categories of institutions would be reviewed by
the Department of Health, Education, and Welfare, If the Depart-
ment determined the rates for a given cated%ory were t}njustiﬁwblfz;‘ lih
in relation to other States, Federal funds for Medicaid and for the
State plan under this proposal would be reduced. .

Health maintenance organizations would bepaid on the basis of per-
cz;pita charges, which could not exceed the regulat premiums for the
plan.

Physicians and dentists

Payment to physicians, dentists and other health care personnel
would be based on reasonable charges, taking into account the custom-
ary ch::tge of the practitioner and the prevailing e_?arge in his locality.
Payment; could not exceed the prevailing charge (which would be set
at 75th percentile of the distribution of actual charges made for similar
services during the previous year).
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Other Gaverrment programs

Payments to providers for reasonable costs or reasonable charges
under the Medicare, Médicaid and maternal and child health pr%gmms
could: mit exceed the reasonable cost or charge as determined under the
proposal.

Delivery and resources
Health maintenamce organizations

Provision is made for health maifitenance organizations—organiza-
tions which provide health care serviced to enrollees on 4 per capita
prepayment basis—to participate in the program, A health mainte-
nance organization would have to provide—either directly or under
arrangements—all of the standard health care benefits. )

The State plan and employee plans must make health maintenance
organizations available as an option for those enrolled in the plans,
For an individual plan, the policyholder could select a health mainte-
nance organization,

Comprehensive ambulatory healthoare centers

The bill includes provisions designed to encourage development of
comprehensive’ ambulatory health care centers, These are facilities
(located in or apart from a hospital) that are organized to provide a
broad range of ambulatory health services and that have the following
servicesand facilities: - )

(1) Medical, surgical and preventive care services, including
health education.
(2) Arrangements for treatment at a general hospital and other
institutions when inpatient care is needed.
8) Operating and recovery rooms,
4) Laboratory and X-ray facilities.
5) Unified medical records.
6) Peer review: programs,
T) A plan touseallied health personnel.

(rants, loans and loan guarantees are authorized for the construc-
tion or modernizatioh of centers in' areas designated by the State com-
grehensive health plan, anitl fo pay their operating deficits for the first

years of operation, Priority wonld be given to putting facilities in
densely poplated areas where none exist, Special projéct! grants are
%gfhoﬁzed for training personnel to staff the centers, d¥” described

ow, |
Heéalth planning

(1) A Council of Health Policy Advigors tg the President would be
created for the purpose of (4) recommending improvements in the
organization, financing, delivery, and qudlity of health care; (b)
recommending guidelines for the allocation of funds for health care;
and (¢) appraising Federal health programs and recoimending pro-
cedures fof ihterageticy coordintion, - ‘

(2) The'bill increases appropriations wrder existing Federal pro-
{;mrhs for ts for comprehensive héalth planning at the State and
ocal level dnd expdnds the scope of planning agency responsibilities.
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(3) Comprehensive health planning agencies would have to certify
as to the need for the health project before grants, loans or other finan-
cial aid in excess of $100,000 could be made under Federal programs.

Health maenpower

(1) The bill expands the student loan provisions of the Public
Health Service Act for traininﬁr‘ in the health professions by removin
the dollar limit on loans and allowing the loan to cover the full cost o
tuition and fees, room and board, supplies, books and other related
costs. For physicians, dentists and optometrists, 20 percent of the stu-
dent loan would be cancelled for eacﬁ)x year of practice (up to 100 per-
cent) in an area certified by the State planning agency to have a
shortage of such personnel.

(2) Similar loans are provided for the training of nurses and allied
health professions, If the person after graduating is employed full-
time in these occupations, 20 percent of tﬁe loan may be cancelled each
year (up to 50 percent of the total loan). If employed in a shortage
area, one-third of the loun may be cancelled each year (up to 100
percent of the total loan). The bill also provides for scholarship grants
to students training in allied health professions, covering the full cost
of tuition and other student expenses,

(3) Grants are provided to trained health professionals, allied
health professionals or nurses for serving in areas of critical need for
at least 2 years. These individuals would receive guaranteed income
payments equal to 110 percent of the annual median income for per-
sons of comparable education and training, or 110 percent of their
own earnings in the previous year, whichever 1s greater.

(4) Special project grants are provided to schools of medicine,
training centers for allied health professionals and other educational
institutions to develop and evaluate curriculums to train and coordi-
nate teams of personnel to staff ambulatory health care centers.

COSTS
See Part 11, page 96, for the cost estimate of the Burleson bill.
Identical bills and cosponsors

Number Sponsors

H.R. 4349______ Mr. Burleson of Texas (for himself, Mr, Roberts,
Mrs. Chisholm, Mr. Garmatz, Mr. Fuqua, Mr,
Lennon, Mr, Gallagher, Mr. Yatron, Mr. Af)bitt,
Mr, Sikes, Mr, Carter, Mr, Byrne of Pennsyl-
vania, and Mr. Casey of Texas).

H.R. 4980__.___ Mr, Jarman.

H.R. 5227 ____. Mr. Halpern.

H.R. 5984______ Mr. Monagan,

S. 1490________. Mr. McIntyre (for himself, Mr. Fannin, Mr,

Hruska, Mr, McGovern, Mr. Metcalf, Mr. Pas-
tore, and Mr, Stevens).



TaBLB!8.—Burleson bill: Standard health care benefits

Benefits and effective date
Beneflt Cost sharing Priority 1 Priority IT Priotity ITT
Private plans 1 State plans 7
ale plons 1/73 Pﬂntg pl?nlqlniﬂ lgrtl.vt:hpl;l?nquol"
INSTITUTIONAL SERVICES
Hospital:
Inpatient ). .o raaeana ug.5 1st d;y. then 30 days per illness__. 120 days per illness_. 300 days per illness,
per day.
Oulpatient 2. . e e ciiecimaacmeccaeccesaecaccecessccmcciacccecSicsccececmocmceeccemmensemmmemesnna——.
Extended care: Inpatient ! _____._......... $2.60 per day....... 60 days per jilness... 120 days per illness.. 180 days per illness.
PERSONAL SERVICES
Physicians’ services:
Inhospital. .ooocoomiieaeaee $2porday...coenn-- 30days. . cccoeen.o. 120 days...ccvu-... 300 dagvs.
$5perday........_. After 30 days....... After 120 days....... After 300 days.
In exiended care faollity . . - ccoceeaooo $2 per day.oecee-... 60days.. . _......_. 120 days. . -oeeee-. 1 y8,
$6 por day.cocee. - After 60 days___.... After 120 days....... After 180 days,
Office visits:
Diagnosis-treatment....cccoceen... $2 per visit 3 visits per year..... 6 visits por year..._. No limit.
(mental—50 per-
cent after 6th
visit).
Surgery and radiation therapy..-.-. $2 per visit......._. No limit. e aeeee. No limit............ No limit.
Laboratory and X-ray....cccaaen-. None...ccaeuece.-. Nolimit.__......... No limit.o. oo No limit.
Family planning. ... ... ooeuoan None...cocrucananaa. None.eceeceenn.... No limit.ccooaneoone No limit,
Periodle exams:
Under age 5. cccceomeuncnnn. None....eeeancenn-. 6 exams (birth to 6 oxams (age 7 3 oxams (age 2 to
6 months), months to 2 § years).
AgeBto39. e None.eucammanencn. None 1 exam, every b yeara,
Aged40andover....c.ooeue..-. o [1) 11T None 1 exam, every 2 years,
Eye examinations:
Underage 19..cneueceeannan-. None...cueecmana-. None. . 1 exam, per year,
Age19andover. ......ce.... 50 percent.......... None.. 1 exam, every 3 years,
Home visits. o cccveucocmcacccamannnn $5 bper visit (mental None No limit,
0 percent).



Dentists’ services:

Examination:
Under age 10 ... ... Nome... . cco..... None. ececeeacne... 1 exam. per year.... 1 exam. per year.
Age19andover... . .o ... None.oceeaeaann... None. oo, Nonoa o e .. 1 exam. per year.
Fillin extruotlons, and dentures:
nder age 19._. . . ....._.. 20 percent..._...... None..oeenoa .. No limit..._..._.__. No limit.
Age 19 and ovor .................. 20 pereent...._..... None. ececueenan... Nolimit.. . ....._.. No limit.
therd o ieaaeaan 50 percent_._.....__. None. .o coeoo... No limit..__..._.... No limit.
Home health services. ... oo ocoeeeaeo .. $2.50 per day....... 00days. ... 180 days. .ceee. .. 270 days.
Indopendent laboratory.. .o oo, None.eecaaaeeaaaaoe Nolimit............ No limit......_..._. No limit.
gtometrist, eye examINAbION T_ o e et e — oo oe e
foal therapy .- - -occcee e cncann.. 20 percent.......... Noneo. eeweeeauan-... No Hmiteaeeo ... No limit.
Speoch therapy . - oo ccecccccanea. 20 percent...._..... Nono. . occcaaeaa.. Nono. o eeeeo ... No limit.
OTHER SBRVICES AND SUPPLIES
Presoription drugs. ..o .o oenooaan ... sl per presoription... None.............. Nolimit...._._. ... No limit.
Contraceptives. ..o o oooeeceeeea.. Noneoaceacooaaa... None. weecunaa.. No limit....._...... No limit,
Prosthctlo appllnneea LSS, 20 peroont......_... None.weeeeecnue-a-. No limit. oo ..... No limit.
nder age 10 .o eaaes None .............. Noneowoecauean... None_....._....... 1 pair Por year.
Age 19andover.. .o o cooeooao... 50 peroent.......... None. o ceecccnnnn.. None...oocaee oc. 1 pair in 3 years,
Prognancy: Physicians’ services, hospital, ex- 20 percont.......... None..cececeauan.. 9 months prior to and 3 months nftor end of

tended care, independent laboratory, home
health services,

pregnancy.

12 (or mom) separate stays considered a single period of fliness unless separated by 00 1 Ortliodontia excluded.

s + Hearlng aids excluded.
¥8ame s squivalant sarvios rendered as lu-<Bics physiclans’ service, ng alds exclud

L8



DINGELL BILL—H.R. 48

H.R. 48, the “National Health Insurance Act,” was introduced on
January 22, 1971, by Representative John D. Dingell of Michigan. It
is similar to the Wagner-Murray-Dingell national health insurance
proposal originally introduced in 1943.

General concept and approach

This proposal would establish a national health insurance program
covering almost all residents of the United States. Standard benefits
are broad and they would be financed through payroll taxes and Fed-
eral-State general revenues. The program would be administered b
the Federal Government but would be decentralized with major ad-
ministrative responsibilities placed at the State and local level. The
bill contains provisions designed to improve the supply, quality, and
distribution of health manpower and facilities.

COoverage of the population

Virtually all U.S, residents would be covered. Almost all employees
and self-employed persons would be covered and all J)ersons eligible
for social security benefits would be protected. Funds apgropmated
for various Federal-State health care programs could be used to obtain
coverage for recipients of public assistance and the unemployed.

Benefit structure
The proposal permits broad medical benefits but, in implementing
the program, benefits would be made available in accordance with a
State plan, The standard benefits are:
Institutional services:
(feneral hospital inpatient care: 60 days
Psychiatric and tuberculosis hospital care: 30 days; length of stay
can be extended by regulation if funding and facilities are
adequate
Hospital outpatient care
Personal services:
Physicians’ services
Dentists’ services L
Physical checkups: periodic medical and dentai examinations
Home health services
Podiatrists’ services
Optometrists’ services and eyeglasse:

Laboyatorﬁv and X-rays
Physical therapy and related services
Other services and supplies:
Medical aipplianoes
Prescription drugs: types of drugs which are unusually

expensive -
If the National Health Insurance Board in consultation with the
National Advisory Medical Policy Council (both created by this

(38)
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bill) finds that available resources are inadequate to provide dental,

home health or certain other specified services, it may limit these

services for a period. In the case of dental services, priority would

ll:e given to children, The bill does not provide coverage for nursing
ome care.

Administration

The program would be administered at three levels of government—
Federai), tate and local—with the major ogfrating responsibility
falling to the State and local jurisdictions, Each State would evaluate
its health resources and capabilities and, in accordance with national
ﬁ\idelines, would develop a health care plan, The State plans would

submitted to the National Health Insurance Board and, when ap-
proved, the Board would contract with the State for the administra-
tion of the program within that State,

Federal level

A National Health Insurance Board with five members would be es-
tablished in the Department of Health, Education, and Welfare, Three
members would be appointed by the President to serve with the Sur-
geon General and the Commissioner of Social Security. The Board
would establish the regulations and standards for the program, super-
vise the States and allocate funds. If the Board finds that a State is
not complying with the provisions of its plan, the Board can admin-
ister the program in that State. \

A National Advisory Medical Policy Council would be established,
consistinﬁ of the chairman of the National Board and 16 members
appointed by the Secreta&y of Health, Education, and 'Welfare, At
least eight members would serve as consumer representatives and at
least six as representatives of providers of medical services, The Ad-
visory Council would advise the Board on matters of general policy
an(}; administration, establishment of professional standards and other
matters.

State level
The administrative agency in each State would, if possible, be the
same agency that administers its gublic health or materna] and child
health programs. State plans would : ’ ,

1) provide for a State advisory committee with a majority
of members representiig consumers and the remaining members
representing providers, '

(2), establish local health-service areas and provide methods for
selecting their advisory committees,

8) provide for spryeys of resources and needs of the State,

4) give assurancg that maximum use would be made of avail-
able health personnel and facilities and that funds would be allo-
cated to local aresg in such a way as to correct maldistributions
and inadequacies.

Local area agencies, with the assjstance of & similar advisory council
represe{;tmf. ons,umog and, providers, would administer the program
at the local Jevel, make payment to providers and carry out related
administrative duties.. :

Relationship to other Government programs

Initially, aged persons could receive those bénefits of the program
not provided under Medicare. The Department of Health, Education,

BEST COPY AVAILABLE



40

and Welfare would be required to stud&the relationship between the
national health insurance plan and the Medicare program and devise
methods of incoh?)orating edicare into the national plan. Funds ap-
propriated for Medicaid and other Federal-State assistance programs
could be used by States to finance the cost of covering needy persons
who do not make regular contributions required by the program.

Financing

A Personal Health Service Account would be established to hold the
funds of the national program, The account would recejve an amount
equal to 3 percent of total earnings, (The definition of earnings would
be the same as under the social sécurity law.) In addition, for the
specific purpose of financing the cost of dental, home health and certain
other services, the account would receive an additional amount equal
to one-half of 1 percent in the first year of the program, This addi-
tional amount would increase to an ultimate rate of 1 percent in the
third year. Further, in the first year of the program, an additional 1
percent of earnings would be appropriated as a reserve and the bill
authorizes any additional funds required to meet expenditures. While
the bill does not specify the source of any of these funds, the apparent
intent is that they be obtained from a payroll tax on employers and
employees covered under social security.

Standards for providers of services
Standards of participation for providers of services under the pro-
gram would include the following:
Hospitals and institutions
Hospitals or institutions qualified under State standards could par-
ticipate in the program, If a State has not established standards, the
National Board would establish them for'the State.

Professional practitioners
Physicians, dentists, and podiatrists legally authorized to practice

in a State would qualify. Specialists would be required to meet stand-
ards established by ation. ‘

Nurses
Professional nurses registered in the State would qualify, Practical
nurses qualified under State standards or standards established by
regulation could provide home health services.

Reimbursement of providers of services

The National Board would allocate funds among the States for each
of five classes of health services (medical, dental, hospital, home health
and auxiliary) on the basis of population, availability of health re-
sources and the costs of services, as indicated in the State plan, The
allocation would be designed to assure that adequate health benefits
are provided in all States and to improve the adequacy of services
where they are below the national average.
. The State agenties would contract with providers of care for serv-
ices under the program and determine rates of payments. The p:{-
ments could be administered by the State agency or the local health-
service area. Nonprofit health-service insurance plans could be used as
agents or intermediaries.
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Hospitals and other institutions

Hospitals and other institutions would be reimbursed on the basis
of reasonable costs. In calculating costs, the payment for room and
board would be based on the least expensive multiple bed accommoda-
tions, However, a maximum rate for hospitalization could be estab-
lished (after consultation with representatives of provider organiza-
tions) and it could vary according to locality and class of service.

Professional practitioners

Physicians and dentists could select reimbursement under various
methods, including fee-for-service (based on a fee schedule), capita-
tion (with maximum limits on the number of registered patients),
full- or gart-time salary, or a combination of these methods. Special-
ists could choose the same methods and, in addition, payment on a per
session or per case basis,

Rates of payment would be geared to local conditions. In derivin
the rates of payment under the various methods, consideration woulg
be given to the annual income that would accrue to practitioners. Fur-
ther, reimbursement would be designed to provide incentives to prac-
titioners to advance in their professions, pursue postgraduate studies,
maintain high quality service, allow for adequate vacation, and prac-
tice in areas where their services are needed.

Home health and other services

Methods of payment for home health and other services would be
determined by the State agency administering the program.
Delivery and resources

The National Health Insurance Board, after consultation with the
National Advisory Council and other Federal agencies, is authorized
to make grants-in-aid for training and education to stqc’lents and edu-
cational mstitutions, To finance this program, $10 million would be
available for the first year of the program, $15 million for the second
and, for each following year, an amount equal to one-half of 1 percent
of benefit expenditures in the previous year.

COSTS
See Part II, page 99, for the cost estimate of the Dingell bill,

Identical bills and cosponsors

Number Sponsor
HR. 211.caaaen Mr. Matsunaga.



HALL BILL—H.R. 177

This proposal, titled “Extra Care” by its sponsor, was introduced
on January 22, 1971, by Representative Durward G. Hall of Missouri.

General concept and approach

The proposal would establish a two-part national health insurance

K;o ram called the “National Health Care Program” and abolish the

icaid program. All persons would be covered under one of the
parts, depending on their annual income,

Part A of the proposal would provide the poor with basic coverage
under private health insurance plans, as well as coverage of cata-
strophic health care costs. The program would be administered by the
States, and financing would come from Federal and State general
revenues, «

Part B, a federally administered program, would insure the remain-
ing popuiation against catastrophic health care costs beyond a speci-
fied amount. It would be financed by a tax on wages, self-employment
income, and other income of individuals.

PROVISIONS FOR THF MEDICALLY INDIGENT (PART A)

Coverage of the population

All persons at or below a State level of medical indigence would
be covered under this plan. Each State would determine the level of
medical indigence for its residents, i.e., the level of income below
which an individual or family cannot meet their normal health care
costs,

Benefit structure

The State would (Purchase a qualified private health insurance
policy for eligible individuals and families. The bill does not specify
the benefits that a qualified policy must include, but permits the in-
clusion, at the option of the State, of any services defined as medical
care under the present income tax laws relating to medical expense
deductions, (This definition encompasses a ver;lv)e road range of health
care services,) The value.of the g:)licy would be at least equal to the
average annual cost of adequute health care in that State, The State
is also required to provide catastrophic coverage of all costs for
health care beyond the limits of the basic insurance policy.

Administration

The program would be administered by the States under agreement
with the Department of Health, Education, and Welfare. If a State
refuses to enter into an agreement, or fails to comuq? with require-
ments of an agreement, the Federal Government would administer the
E:ogram in the State. In either case, the health benefits plans would

operated and administered by private insurance carriers.

(42)

'
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Relationship to other Government programs

The proposal would replace the current Medicaid program. No
specific reference is made to other Government health programs, but
the bill calls for a report on provisions of law which require modifi-
cation or repeal.

Financing

The program would be financed by State and Federal revenues,
The Federal Government would pay States 85 percent of the cost of
premiums for the' purchase of the basic insurance coverage. States
would pay the balance of the cost of basic coverage and the entire cost
of coverage for the catastrophic program.

If o State does not participate in the program, the Federal Govern-
ment would pay the entire cost of both types of coverage, and would
recover those amounts (that the States would otherwise have been re-

uir§d to pay) by withholding Federal funds otherwise payable to
the States.

Delivery and resources
There are no provisions directly affecting the organization and de-
livery of medical serviges, A

OATASTROPHIO TH INSURANCE FOR NON-INDIGENTS (PART B)

. /
Coverage of the poptlation
All persons with incomes above the State-determined level of medi-
cal indigency would be eligible for coverage under this part.

Benefit structure

A program of catastrophic health insurance would be established
that would cover 90 Fercent of health care costs above a specified an-
nual deductible, As for the plan for the medically indigent, benefits
could include any services defined as medical care under the present
income tax laws.

The deductible amount that would have to be met before payment
could begin (which could include expenses that were alréady paid
under private insurance or public programs) would' consist of the
larger of the following: ' '

$5,000 for all persons or families under age 65, or

$1,000 for persons aged 65 or over, or

25 percent of individual or family gross income for the year.
Administration

The catastrophic program would be administered by the Depart-
ment of Health, Education, and Welfare and would follow, to the
extent possible, the same procedures and requirements used under
Medicare.

Relationship to other Government programs
The bill calls for a report, as discussed above.
Finanoing
lan would be faanced by a special tax of 0.4 percent on the

The
sum of an individual’s wages, self-employment income, and other
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earned or unearned income over $2,000, up to & maximum of $7,800.
The wages and self-employment income subject to tax would be the
same as under social security. Revenues would be placed in a Federal
Health Care Trust. Fund, managed by a Board of Trustees, from
which all benefits and expenses would be paid.

Other

The bill provides that, to the extent feasible, the reimbursement
standards and procedures under Medicare be utilized for the cata-
strophic health insurance program (Part B). The bill does not include
specific provisions regarding the organization and delivery of health

services,
COSTS

See Part II, page 102, for the cost estimate of the Hall bill.
Identical bills and cosponsors

Number Sponsors

HR. 177 Mr. Hall (for himself, Mr. Collier, Mr. Davis of
Georgia, Mr, Derwinski, Mr. Andrews of North
Dakota, Mr. Camp, Mr, Hull, Mr, Carter, Mr.
Esch, Mr. Dorn, Mr. Cleveland, Mr. Edwards of
Alabama, Mr, king Mr, 'Fintfley Mr, Gubser,
Mr. Hunt, Mr. McClory, and Mr, Kuykendall).
HR. 178_...___ Mr. Hall (for himself, Mr, Wylie, Mr, Ichord, Mr.
Conable, Mr, Poage, Mr, Myers, Mr. Ruth, Mr.
Stafford, Mr. Williams, Mr, Joneg of North Car-
olina, Mr. Michael, Mr. O’Konski, Mrs. Reid of
IHinois, M. Randalli{'qu. Rhodes, Mr. Saylor,

Mr. Shriver, Mr, Skubitz, Mr. Talcott, Mr.
. Teague of California, and Mr. Bob Wilsons.
HR. 876 Mr. Ashbrook.
H.R. 8847...._.. Mr. Teague.

2The bill does not lnclnd; on for & tax on employers, although the sponsor
indleated in bis troductorymg:mwthn The thE on ‘aa Hadivionsrs Wge Wod be
ma by an equal amount by the employer,



HOGAN BILL—H.R. 817

H.R. 817, the “National Catastrophic Illness Protection Act of 1971,”
was introduced by Representative Lawrence J. Hogan of Maryland
on January 22, 1971.

General concept and approach

The proposal would establish a program of private health insur-
ance protection against the cost of catastrophic illness, Persons could
voluntarily buy private insurance policies that would pay for medical
expenses after the expenses exceed a specified amount, depending on
family income and size. The program would be administered by pri-
vate insurance carriers under State supervision, The insurance would
be paid by the policyholder, but the Federal Government could sub-
sidize the premium, using funds from general revenues, The Federal
(Government would also administer & reinsurance plan for insurance
carriers underthe plan.

Ooverage of the population
All persons could obtain coverage on a voluntary basis,

Benefit structure

For the purpose of this rogram, any services defined as medical
care under the present Federal income tax law relating to medical
expense deductions, could be included in a State plan,
he policies would pay the medical expenses of individuals and
families whose expenses exceed a specified amount -(referred to as the
annual deductible). This deductible would vary according to family
income and number of dependents. For low-income people no annual
deductible would be applicable éhand thus the plan would pay for all
covered medical expenses) but the deductible. would rise rapidly as
family income increased.
The amount of the deductible would be based on the family’s “ad-
%usted income,” which is the “adjusted tgmas income” shown on the
ederal income tax return reduced by the total amount of personal
exemptions, In calculating the deductible, the fizat $1,000 of “adjusted
income” would be disregarded and the deductible' would be equal to
glg 50 percent of adjusted income between $1,000 and $2,033, lus
2) 100 percent of adjusted income over $2,000. An illustrative sched-
ule based on this formula for a family of four appears below,

Adjusted groes income : * ' Adjusted jnoome!  Annual deductible
81,000 oo oo “ None None
$4,000_CZZZTTIIITIIIIIIIIIIIIIIIITIIINT 81, 000 None
87,600, 4, 500 3, 000
gl pw il
$30,000_- - oo TITTTTITI 27, 000 25, 500

1 Based on personsl exemption of $750 pet person, which would become effective for 1978,
(45)
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In figuring the family’s medical expenses, medical costs paid in a
year for continuous, uninterrupted care which began in an earlier year
would be considered to have been paid in the earlier year.

All medical expenses incurred would count toward meeting the de-
ductible including expenses ﬁaid by other private insurance or covered
by Medicare, Medicaid or other public programs.

Administration .

Each State would design its own health insurance plan under regu-
lations of the Department of Health, Education, and Welfare, The
State insurance department would make arrangements with, and su-
pervise, private health insurance carriers who would sell the insurance,
collect premiums and administer claims.

A carrier organization would be established in each State that would
attempt to distribute the tisks equitably among the insurers and would
obtain coverage, through assigned risk pools, for persons unable to
obtain coverage at the regular premium rate.

The Department of Health, Education, and Welfare could admin-
ister a plan in any State that has not established one.

Relationship to other Government programs

Medicaid and other assistance programs would be affected because
they would not make payment for the services covered by the insur-
ance. Most other Government programs would not be affected.

Financing

Periodically, the Department of Health, Education, and Welfare
would determine the actuarial value, according to family size and com-
position, of the oatasbg)hic insurance policy in each State. The De-
partment would then establish a premium rate which could be lower
than the actuarial value, if the Department believed that a lower rate
wag desirable in order to obtain more widespread coverage, The Fed-
eral Government wolild pay the insurance carrier the difference
between the actuarial value and the established premitim, These pay-
ments, referred to as premium equalization payments, would be paid
fromFi"e%éral general revenues through a National C’a;tastrophxc 1-
ness Fund.

The Department would also arrange for reinsurance for carriers who
have'incurred extraordinary losses in connection with the catastrophic
instirance. The premiiums for this reinsurance would be paid by partici-
pating carriers a8 determined by the Department. This reinsurance

lan would be administered through the National Catastrophic Illness
nd and the Department could contract with private firms to handle
the reinsurance claims.

Other

There are no provisions in the bill concerning standards for pro-
viders of service, reimbursement of providers, or health care delivery
and resources.



47

COSTS
See Part II, page 105, for the cost estimate of the Hogan bill.

Identical bills and cosponsors

Number Sponsors

HR, 817 Mr, Hogan (for himself, Mr, Andrews of North
Dakota, Mr, Byrne of ISennsylvania Mr. Carter,
Mr. Halpern, Mr, Hastings, Mr, I-fawkins, Mr.
Kyros, Mr. Pucinski, Mr. Roe, Mr. Scott, and

r. Williamsk‘

H.R. 4183..._.. Mr. Hogan '(for himself, Mr, Begich, Mr, Cérdova,
Mr, Gtallagher, Mr, Johnson of Pennsylvania,
Mr. Roy, and Mr. Wright).

H.R. 6896 Mr. Roush,

S, 191 . Mlﬁeflf)ggs (for himself, Mr, Tower, and Mr.



FISHER BILL—H.R. 1283

H.R, 1283, the “Health Insurance Assistance Act,” was introduced
by Representative O/ C. Fisher of Texas on January 22, 1971. This
bill is identical to the Medicredit proposal (HLR. 18567) introduced
gz' Representatives Fulton and Bro%h in the 91st Congress, The new

edicredit proposaz endorsed by the American Medical Association
was described earlir.

General concept ang approach

The Medicredit proposal would }l)rovide tax credits against indi-
vidual income taxes to offset, in whole or in part, the premium cost of
qualified private Health insurance policis, All persons could volun-
tarily elect coverage under the plan except those eligible for military
medical care.

The maximum [tax credit would be an amount equal to the total
premium cost of a qualified health insurance policy. The amount of
credit would be [graduated on the basis of a family’s income tax
liability (the amjount of tax payable for the year) with the larger
credits available 'to lower income groups. Families with little or no
tax liabilit%hwould receive 8 payment voucher for purchase of the
insurance. The bill establishes a mechanism for peer review of the
utilization, charges, and quality of medical services.

Coverage of the population

Since all familiés and individuals potentially subject to the Federal
individual income tax would be eligible, virtually the entire popula-
tion could voluntarily elect coverage under the plan, with the exception
of persons eligible for military medical care who are specifically ex-
cluded. A State could enroll its Medicaid population as a group. Per-
sons aged 65 and over would remain under the Medicare program, but
could %articipafe in the Medicredit plan under special provisions
applicable to this group.

Benefit struoture

Families and individuals could deduct a specified percentage of the
premium cost of a q}mliﬁed health insurance policy as a tax credit
against their personal income tax. The amount of the credit would be
100 percent of the premium for persons with tax liability of less than
$300.% The percentage would be slowly graduated downward (for each
$25 increase in tax liability) with a credit of 10 percent available to

$ The tax nubmt{hnmtt of $800 should not be confused with the cost of a qualified policy
or the amount of the tax credit. The cost of a family policy, for example, could be con-
siderably greater than $800.
(48)
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those with a tax liability of over $1,300.* The followinf table shows
the percentage of the premium cost of a policy that could be taken as
a credit at selected levels of income tax liability.

Peroent of premium

Tax lability : allowed as tax credit
$300 or under 100
$325 98
$500 13
$700 - - 45
$600 22
$1,100 20
$1,800 12
Over $1,300 10

This schedule is applicable to all types of tax returns including indi-
vidual returns and joint returns of married couples, In computing the
amount of tax liability for Medicredit purposes, however, the tax lia-
bility of a dependent child would be included. Also, the tax liability
of a husband and wife filing separate returns would be combined.

Individuals or families with no tax liability, or a tax liability less
than the amount.of their credit, would receive a voucher certificate
which would be accepted by a carrier for the purchase of a qualified
insurance policy.

Taxpayers who elect a tax credit could not claim the health insur-
ance premium as a thedical expense deduction for income tax purposes,

Qualified insurance policy

An insurance policy would have to meet certain standards to be a
qualified policy eligible for a tax credit. It would have to offer specified
basic benefits and one or more specified supplemental benefits. The
policy would have to be guaranteed renewable and could not exclude
paément of benefits because of preexisting medicai conditions.

ove under the hospital and medical insurance parts of the
Medicare prcgram (Parts A and B) would be considered as meeting
the requirements of a LTmliﬁed basic policy. (Medicare benefits are
roughly comparable to Medicredit’s basic benefits) . Aged persons could
use the tax credit to mgay the premiums for medical insurance under
Medicare and to purchase the sugé)lemental benefits of Medicredit.

The basic and supplemental benefits of the Medicredit plan are
shown in table 4.

The deductibles and coinsurance would not apply to individuals or
families with tax liability of less than $300. For others, the total
amount of coinsurance under the basic benefits would be limited to
$100 per person in a year ‘§20 percent of the first $5002 for hospital
outpatient service and an additional $100 for physicians’ and diagnos-
tic services. A policyholder could elect (as a supgl!ﬁmental benefit) to
eliminate the cost sharing on the basic benefits. The catastrophic in-
surance, which is offered as a supplemental benefit, would cover the
same types of hospital and medical services provided in the qualified
policy, beyond the limits imposed by the policy. Thus, the benefit pack-
age and premium cost of a qualified policy would vary, depending upon

-

.the individual’s selection of supplemental benefits.

4 For families of four taking the standard deduction a tax luwlti‘of $800 is approxi-
mately valent to an adjusted m income of $5,000; a tax liability of $1, ]
: n&v’slend ;g sa& income of $11,500. For individuals, the comparable income figures are

() “ll {] '’
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TasLe 4—Fisher bill: Benefit provisions under a qualified insurance

policy
Type of service Basic benefits Supplemental benefits
Institutional benefits:
Hospital inpatient 60 1ays in a year, sub- Additional hospital days,
care. zect to a $60 deduct- subjeoct to 20 percent
ble for each stay. coinsuranoce,
Hospital outpatient  Subject to 20 percent None.
care. coinsurance on 1st
$500 of expenses per
erson.
Extended care..ea.-. 2 daysin an extended None.
care facilitg may be
substituted for 1 da;
of inpatient hospita
oare, subf'ect. to a $50
deductible for each

stay.
Personal services:
Physicians’ services.. Physicians’ services, sub- None.

ject to 20 percent

coinsurance on 1st

$500 of expenses per
erson,}

Laboratory and Subject to 20 percent None.
X-ray. coinsurance on 1st

$500 of expenses per
person.!

Services of other None. e eeieccaean Furnished by licensed
health provider under written
professionals, direction of a physician,

. subject to 20 percent
, coingurance.
Other services and
supplies:
recoription drugs... Nome.._ ... _._...... Subject to 20 percent,
eoinsurance.
Blood. ... e None....... ememmanna Cost of blood furnished
' in excess of 3 pints.
Deductibles and None. o oocececacaaas Waliver of deductibles
coinsurance, and ¢oinsurance
imposed on basic
benefits.
Catastrophic health None. cveeceeccccccaans Up to $26,000 per
insurance, family in a year, after
a deductible of $300,

for hospital and
medical services.

eol 'Il‘)lll: l(llmlt on colnsurance applies to expenses for physiciars’ services and laboratory and X-ray services
mbined.

Administration

Persons would purchase qualified health insurance from private
health insurance carriers who would issue policies, collect premiums
(or vouchers) and process claims for benefits,

State insurance departments would determine whether cartiers and

licies are qualified under the Medicredit program and would reg-
1ster the carriers, Carriers could be organized into a,pool and would
be’ required to accept the risks assigned them by the State insurance
department.
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At the national level, a Health Insurance Advisory Board would be
established, composed of the Secretary of Health, Education, and Wel-
fare (chairman), the Commissioner of Internal Revenue, and nine
additional members appointed by the President with Senate apfl)rova,l.
The Board would issue regulations for the administration of the pro-

ram and establish Federal standards for use by the State insurance

epartments in determining whether carriers and policies are qualified.
It would consult with carriers, providers, and consumers in studyin
methods to maintain the quality of care and the effective utilization o
resources. The Department of Health, Education, and Welfare would
be responsible for issuing and redeeming the health insurance
certificates.

Relationship to other Government programs

The bill provides that benefits claimed under Medicredit may not be
duplicated under other programs financed by the Federal Government.
It also specifically provides that h{;:aymenté would not he made for
services covered by Medicare. The Medicredit proposal would affect the
Medicaid and other assistance tﬁrograms by coverm%)those services for
the low-income population that were provided by the assistance
programs,

Financing

The Medicredit program would be financed from Federal general
revenues, The granting of tax credits would result in a reduction in
income taxes received by the Federal Government, and voucher certifi-
cates would be redeemed from general revenue funds, A special trust
fund would be ¢reated for the purpose of redeeming certificates,
Standards and reimbursement of providers of services

The bill includes a clause which prohibits Federal supervision and
control over the practice of medicine and over the manner in which
services are provided.

Insurance carriers would deal with providers of service and reim-
burse them, as under present insurance methods. A Peer Review Or-
ganization (PRO) would be established for the review of the utiliza-
tion and quality of medical and other health services and review of the
fees charged for these services. The PRO would agpl to medical bene-
fits under the Medicaid program, maternal and c 11(? health program,
and the supplementary medical insurance program (Part B) of Medi-
care, a8 well as the proposed Medicredit program. The cost of operating
the PRO would be financed from the supplementary medical insurance
trust fund under Medicare,

PRO administration

A PRO program in a State would be established by agreement
between the State medical society and the Department of Health,
Education, and Welfare, The State medical society would appoint a
five-member commission of physicians to administer the program and
review cases from the local PRO panels. Each local panel would be
composed of three local physicians appointed by the State PRO com-
mission. A State advisory council of consumers, providers, and carriers
would be appointed by the State medical society. The State PRO com-
mission would appoint advisory counsels to the local review panels.
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Hearings and appeals

The local review panel would have initial responsibility for con-
sidering a complaint against a provider, which could be initiated by
consumers, institutions, providers, carriers, and Government agencies.
In addition, sample reviews could be initiated by the State PRO com-
mission or a local panel. The panel could hold a hearing, if necessary,
in which the provider could be represented by counsel.

A panel could recommend censure or disciplinary action. If so, the
case would be reviewed by the State PRO commission and if the com-
mission approved the disci;])linary action, the case would be reviewed
by the Department of Health, Education, and Welfare, which could
reverse or reduce the recommended action, The Department could
discipline a provider by suspending or excluding him from participat-
ing in Federal health care programs, but a first suspension would be
limited to 1 year. The provider could appeal the Department’s decision
to the courts as a civil action,

Under penalty of further disciplinary action, the suspended provider
would be responsible for notifying patients that services I.provi ed dur-
ing his suspension would not be reimbursable under the Federal health

Care pro . .

The bﬁi protects witnesses and members of the panels and commis-
sions against libel actions for peer review activities, Evidence in con-
nection with peer review would not be available for use in other civil
or criminal actions,

Delivery and resowroes

There are no provisions, other than the PRO, regarding the orga-
nization and delivery of health service or manpower and facilities.

COSTS
See Part II, page 108, for the cost estimate of the Fisher bill.
Identical bills and cosponsors
Number Sponsor

HR. 3167 . Mr. Tiernan



BENNETT BILL—S. 1623

S. 1623, the “National Health Insurance Partnership Act of 1971,”
was introduced by Senator Wallace F. Bennett of Utah on April 22,
1971, on behalf of the Administration. The provisions of the Bennett
bill are identical with the Byrnes bill, H.R. 7741 (see page 1), except
that the Bennett bill does not include the provisions for subsidy pay-
ments to employers by the Federal Government which are contained
in the Byrnes bill.

COSTS

See part II, page 111, for the cost estimate of the Bennett bill.
Identical bills and ocosponsors

Number Sponsors

S. 1623 . Mr. Bennett (for himself, Mr. Jordan of Idaho,
Mr. Hruska, Mr. Hansen, Mr, Fannin, Mr.
Griffin, and Mr. Scott).

(68)



LONG BILL—S. 1376

S. 1376, the “Catastrophic Iliness Insurance Act,” was introduced by
Senator Russell B. Long of Louisiana on March 24, 1971.

General concept and approach

The bill would provide cabastr’ﬂ)lhic health insurance protection for
almost all persons under age 65. The types of medical services covered
would be the same as under the Medicare program; however, benefit
E’ayments would be%m only after large medical expenses were incurred.

he program would be administered through the Medicare program
and financed by special payroll taxes.

Coverage of the population

Persons under age 65 who are fully or currently insured under the
social security program ® or entitled to social security benefits would
be covered, as well as their spouses and dependent children,

State and local governments would have an option to “buy” into the
program and cover, as a group, all their employees and annuitants not
covered by social security, under an agreement with the Federal Gov-
ernment, The State would reimburse the program for the cost of bene-
fits and related administrative expenses for these persons, (The regular

ayroll tax for catastrophic illness benefits would not be applied to
tate and local government employment.)

Benefit structure

The catastrophic health insurance prloigmm would cover the same
kinds of benefits as provided under the Medicare program. There are,
however, significant differences in the scope of benefits and in the pro-
visions for deductibles and coinsurance. Covered services would in-
clude the following:
Institutional services:
Hospital inpatient services
Extended care services following hospitalization
Medical services:
Physicians’ services
Home health services .
Outpatient physical therapy services
Laboratory and X-ray services ' .
Other medical and health services such as medical supplies, ap-
pliances and equipment, and ambulance services
The major benefits excluded under the Medicare pro (and thus
excluded under the catastrophic program), would be prescription
drugs, hearing aids, eyeglasses, dentures and dental care.

8 A person who has soclal security credit for at least 1 ears of work within a 8-y
perlodpg currently insured. To bet’tnlly insured, a mog goeds at least one qumr%;
coverage for each calendar year elapsing after 1950 or, if later, after the year in w!

he attained age 21, up to o year he becomes entitled’ to benefits. A person who has 10
years of work Is fully {nsured for life,

(64)
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Hospital inpatient care and ewtended care

Hospital inpatient care would be covered, with no limit on the num-
ber of days, but the first 60 days of hospitalization during a year for
each person would not be covered. Payment would begin with the 61st
day of hospitalization in each year and would be subject to a coinsur-
ance amount of $16 a day.*

Extended care services following a ho}s{)ital stay would be covered
with no limit on the number of days. However, payment would be
made only after the person had met the 60-day hospital deductible
and was covered for at least 1 hospital day under the catastrophic

rogram, There would be a coinsurance payment of $7.50 for each day
in an extended care facility.

Days spent in a hospital in the last 3 months of the year that are
not covered days under th:dproposal would be counted toward meet-
ing the 60-day hospital deductible for the next year, As under the
Medicare program, there would continue to be a hifetime limit of 190
days of care in psychiatric hospitals.

Physiciany’ services, home health services and other medioal
services

Physicians’ services, home health visits and other types of medical
and health services covered under Medicare would be covered without
limit (except that the Medicare limitation on psychiatric physicians’
services on an ambulatory basis would be retained). Before payment
could be made, however, a family must meet an annual medical de-
ductible of $2,000, The medical deductible would have to be met sepa-
rately from the hospital deductible and only those types of medical
services covered under Medicare could be counted toward meeting the
medical deductible. Payment would be subject to a 20 percent co-
insurance requirement. . ‘

Covered medical expenses incurred in the last 3 months of the year
for which payment could not be made would be counted toward meet-
ing the $2,000 medical deductible for the next year.

e $2,000 medical deductible would be adjusted each year, based on
the physicians’ fee component of the Consumer Price Index.
Administration

The program would be administered through the Medicare program
and use the same administrative mechanisms, Under Medicare, the De-
partment of Health, Education, and Welfare is responsible for general
administration of the program, Private carriers under agreement with
the Department act as fiscal intermediaries and are responsible for ad-
ministration of claims and payments to providers of services, State
agencies are responsible for determining whether providers of services
meet the conditions for participation under the program.

Relationship to other Government programs

Since the program is based on the requirements and provisions of
the Medicare law, its relationships to other Government programs
would be essentmﬁy the same as the Medicare program, (See d?szus-

¢ The colnsurance under the proposal is related to the Medicare inpatient hospital de-
ductible which, effective January 1, 1971, was $60. For hospital welt:xder the gropoul.
the coinsurance is one-quarter of the Medicare deductible and, for extended care services
one-eighth, The amount of the Medicare deductible is changed January 1 of each year 1,
the average per diem rate for inpatient hospital services rises.
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sion of Javits bill.LThe Medicare program itself would not be affected
since the catastrophic program applies only to persons under age 65.
Financing

The program would be financed, in & manner similar to Medicare,
by a special tax on the wages and self-employment income which are
subject to social security taxes, The tax rates for employers, employees
and the self-employed against the first $9,000 of taxable wages or self-
employment income would be 0.8 percent from 1972 through 1974,
rising to 0.85 percent in 1975, and then to 0.4 mnt in 1980,

A separate Catastrophic Health Insurance t Fund would be
established to handle (Frogram receipts and expenditures, Appropria-
tions to the trust fund from Federal general revenues are authorized
for the first 3 years of operation to provide an operating fund and to
establish a contingency reserve, The amount of appropriation ¢ould not
exceed the estimated benefit expenditures of the program for one-half
of the year. These appropriations from general revenues are repayable
to the Treasury, without interest.

Standards for providers of services

The program would apply the same standards and requirements for
providgm of services ang pﬁysicians as oxist under thr:(}s{edioare pro-
gram. (See page 73.)

Reimbursement of providers of services

Providers of services, ghysicians and suppliers would be reimbursed
on the same basis as under the Medicare v;irogram. Under Medicare,
hospitals, extended care facilities, home hea. th agencies, and providers
of outpatient physical therapy services are reim ursed on the basis of
the reasonable cost of services, Payments to physicians and suppliers
are determined on the basis of reasonable charges. The program also
incorporates the cost and utilization controls of the Medicare program.

Delivery and resources
There are no specific provisions regarding these subjects.

OOSTS
See Part II, page 113, for the cost estimate of the Long bill.
Identical bills and cosponsors
Number Sponsors
S. 1876 - Mr, Long (for himself, Mr. Anderson, Mr. Bible,

Mr. Burdick, Mr: Byrd of Virginia, Mr. Gravel,
Mr. Hansen, Mt Hollings, Mr. J ordan of Idaho,
Mr. McGee, Mr. Pastore, Mr. Pearson, Mr. Ran-
dolph, and Mr. Ribicoff).



SCOTT-PERCY BILL—S. 1598

S. 1598, “The Health Rights Act of 1971,” was introduced by Senator
Hugh Scott of Pennsylvania and Senator Charles Percy of Illinois
on April 21, 1971

General concept and approach

The bill would establish two health insurance programs for which
all residents of the United States would be eligigle. A Government-
administered plan would provide inpatient hospital care and related
institutional services. A voluntary plan, operated through private
health insurance with government financial assistance to low-income
families would offer supplementary outpatient services, The bill pro-
vides for utilization review, incentives for the development of health
maintenance organizations, the training of health manpower and in-
creased health planning.

INPATIENT HEALTH CARE PROGRAM

Inpatient care in hospitals and other institutional services would be
provided under a federally-administered program financed by payroll
taxes and Federal general revenues. Benefits would be subject to cost
sharing by the family, graduated according to family income and size,

Coverage of the population

All residents of the United States would be covered, including aliens
admitted as permanent residents or for employment. Aliens in the
United States employed by a foreign government or an international
organization would be eligible for coverage under special agreements,

Benefit structure .

The following services would be covered under the proposal :
Inpatient hospital services (including tuberculosis hospitals)
Inpatient psychiatric hospital services: lifetime limit of 180 days
per patient

Extended care services )

Home health services: 365 days following discharge from a hos-
pital or extended care facility

Benefit payments

The benefits for covered services would be subject to a gayment
by the family before benefits begin, The payment would be based on
a formula that takes into account family income and size, referred
to as the family health cost ceiling.’

¥ The “family health cost celling” 1s computed by first dlvig‘l:g the total of the adjusted

9 income for all family m glns any nontaxable income such as welfare,

y a factor based on family size (1.23 for the first adult plus .50 for a spouse and ,60 for

each dependeut) to obtain the “per person family income.” Then the “famu& health cost

celling" is computed by taking 10 percent of the ‘08?)' n family income® 1f it is $2,000

or less, or 18 percent if such income is over $2,000, family would pay for inutient

care expenses an amount equal to one-half of the “per person family income” and 350
percent of any additional expenses up to the celling.

(67)
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_ The following tabulation shows for a family of four, at selected
income levels, the amount the program would pay for a $500, a $1,000,
and a $2,000 hospital bill (or other covered services) :

Total family income $500 bill $1,000 bill $2,000 bill

$2,000. - e eeeceea $427 $027 $1, 027

$4,000....o oo 355 855 1, 855

0000 oo oo 173 673 1,673

$10,000.. oo 114 455 1,455

0000 - ee - e eeeeeeee 0 227 910
Administration

The Department of Health, Education, and Welfare would admin-
ister the program thron‘lsh regional offices (and sub-regional offices
where necessary). It would establish the regulations for the program
and contract with providers of services, An a]ppeal procedure would
l?b:n&xi'ovided for grievances concerning entitlement or adequacy of

ts.

Financing

The Medicare program for the aged would be abalished and the
payroll tax for Medicare’s hospital insurance program would be allo-
cated to finance the new program. The use of Federal general revenues
is also authorized, to the extent needéd. A new trust fund would be
established to hold the funds and the present Medicare hospital in-
surance trast fund transferred to the new program.

SUPPLEMENTARY MEDICAL INSURANCE

The supglementary medical insurance program would provide out-
patient and ambulatory services to supplement the institutional serv-
1ces program described above. The program would be administered by
insurance carriers under supervision of the Federal (overnment.
Benefits would be subject to deductible of $10 to $50 per person a year
depending on fa.miltg income and size, The Federal Government would
pay all or patt of the premium cost for low-income families. All {U.S.
residents would be eligible fon coverage on & voluntary basis,

Benefit structure

The following services would be provided under the supplementary
medical ingiirance program:
Institutional services:
Hospital outpatient care
Personal services: . )

Physicians’ services: lifetime limitation of 104 visits for psychia-
trists’ outpatient services ) _

Physical checkups : as prescribed by regulation but including two
eixamgmtions a year for children under 5, and three examina-
tions during a pregnan _

Dentists’ sl;:ngceg : for. chcgdren under 12 (orthodontia excluded)

Other ;ﬁroﬁessional services: o&bometrists and podiatrists

Home lLiealth sérvices : 100 visits a year
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Laboratory and X-ray: diagnostic X-ray and laboratory tests;
X-ray, radium and isotope therapy
Outpatient physical therapy services
Other services and supplies: )
Durable medical equipment, prosthetic devices (nondental), arti-
ficial limbs .
Ambulance service: as prescribed by regulation
Prescription drugs: for long-term or chronic illnesses )
Benefits would be subject to an income-related deductible rangin
from $10 to $50 a person in a calendar year for medical benefits an
from $10 to $25 for dental services. The amount of the deductible
would be determined by family income and size (based on “per per-
son family income” as described previously). The following tabula-
;ion shows the amount of the deductible, per person, in a family of
our:

Deductible (per person)
Total family income Medical Dental
Under $2,750. - .« v eccccccccccamc——nn $10 $10
$2,760 t0 $5,499... .« e oo cemcceccceaccacae 25 15
$5,500 OF OVer... e e eccccccrnnnacanancmen= 50 25

Administration

Insurance carriers (and health maintenance organizations) would
collect the rlx;lremiums and pay claims for services furnished under the
program. The De(f)artment of Health, Education, and Welfare would
contract with and supervise the private carriers ﬁparticl ating in the
program, Persons with grievances involving benefits would be entitled
to a hearing.
Financing

The £ro m would be financed by premium payments of families
and individuals with the Federal Government paying part of the pre-
mium cost for low-income frou 8. The amount of this Government
contribution would be based on “per person family income” using the
formula described above; The following schednle shows for a family of
four the percent of the premium paid by the Government :

Total family income : };rono‘:f:’
Under $2,750 . 100
$2,750 to $4,124. (3
$4,125 to $5,499. 50

,500 to $6,874. e emae———g—— - 25
,878 and over....... 0

The premium contributions of the; Government would be paid, on
behalf of the famly, to the insurance carriers. Also on behalf of the
family, f;lmemmnms: could be deducted from the cash benefit payments
of beneficiaries of Social Security, Railroad Retirement and Civil
Service Retirement,

A new trust fand would be created for the supplementary ?mﬁg:m
to hold the Government contribution and deductions on behalf of bene-
ficiaries. To this trust fund would be transferred the assets and liabili-
%eui gf the present Federal Supplémentany Medical Insurance Trust
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PROVISIONS APPLICABLE TO BOTH PLANS

Relationship to other Government programs

The bill would repeal the Medicare law, the Federal Employees
Health Benefits Act,and the Retired Federal Employees Health Bene-
fits Act. Federal financial participation in Medicaid would be limited
to those services not provided under the new program.

Standards for providers of services
Institutions

Hospitals, extended care facilities, and home health agencies must
meet Medicare standards. In certain situations, institutions that are
prohibited from incorporating by State law may be incorporated by
the Federal Government.

Headlth maintenance orgamizations

To qualify as a health maintenance organization, a public or private
orggmlzation would have to provide directly, or through arrangements,
ambulatory and inpatient services to an enrolled population on a per
capita, prepaid basis,

e health maintenance organization must be financially responsible
and be capable of delivering or arranging for pro;niﬁt, efficient and
economical health services that meet quality standards established in
regulations, The membership enrolled in an organization must reflect,
to the extent possible, the age distribution of the population area in
which it is located.

Physicians and other health personnel

Physicians and other practitioners including optometrists, podia-
trists, dentists, nurses and allied health personnel who are legaltlIv
authorized to practice in one State and who meét the national stand-
ards established by the Health Services National Review Board would
be authorized to practice in any State,

Utilizadion review

The requirements for utilization review for institutions would be
similar to those of Medicare, In addition, the utilization review com-
mittees of the institutions in an area would be required to meet periodi-
cally to study the area’s health care faoilities and to make recom-
mendations to thé regional Health Services Review Committee for the
sharing of facilities and personnel to improve delivery and reduce
costs.

The re%ional Health Services Review Committee would be appointed
by the le%artment‘: of Health, Education, and Welfars and would
represent the providers and the consumers in the region. The com-
mittee would (1) review on a sample basis the utilization reviews
performed by the institutions in the region, (2) study the administra-
tion of the legislation and its effectiveness in delivering the health
gervices and (3) recommend new legislation, if needed, to the Health
Services National Review Board. .

The National Board would be established in HEW and consist of
five members appointed by the President, The Board, in addition.to
reviewing the reports of the regional committee, would :

(1) Establish, after hearings and consultation with ag)ro riate or-
ganizations, minimuni national training requirements for physicians
and other professions, and for allied health personnel.
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2) Develop special programs to train allied health personnel who
aré gmployedpbylv)e:)rov?ders but fail to meet the Board’s training
standards. ) .

(8) Prescribe national standards for health service organizations,
corporations, and associations. . .

4} Incorporate institutions and health maintenance orfamzations
to allow them to provide services under the legislation, if they meet
%he Board’s standards but are ineligible to incorporate under State

aw.
(5) Compile a list of generic prescription drugs for use in the inpa-
tient and outpatient é)rograms..

8) Review the administration and effectiveness of the legislation
and make legislative recommendations to Congress if necessary.

Reimbursement of providers of services

The bill specifies that the Department of Health, Education, and
Welfare would issue regulations on methods for payment for the in-
patient health care part of the program. Services under the supple-
mental medical insurance program would be reimbursed on the basis
of reasonable cost, as defined by Medicare.

Health maintenance organizations would receive a per capita pay-
ment for outpatient services which could not exceed the average cost

aid to carriers in the area for supplementary medical insurance, If the

ealth maintenance organization makes arrangements with an orga-
nized group of professionals to provide physician or other professional
services, it would reimburse the professional group on a per capita or
budgeted (aggregate fixed-sum) basis.

Delivery and resources

The bill guarantees patients freedom of choice among qualified pro-
viders in obtaining health care.

Health delivery committee

A Health Delivery Committee of nine health experts appointed by
the President would be established in the Department of 'Ii)ealth, Edu-
cation, and Welfare for a two-year period to study the country’s
current and long-range needs for medical personnel and facilities. It
would be required to prepare recommendations for the establishment
of prepaid or health maintenance organizations.

Health maintenance organizations

The bill authorizes Federal loans and grants for a 3-year period
for the development and construction of public and private prepaid
health maintenance organizations, Grants may cover 50 percent of an
organization’s development costs and, in areas short of physicians, 70

ercent of costs. Loans at 3 percent interest are also authorized.
ntp;'gst payments and repayment of principal would be over a 20-year
period.

Health manpower
Medical and nursing student loan programs under the Public Health
Service Act would be liberalized. Loans would be increased to cover the
full cost of tuition, laboratory fees, texts and materials, and a special
living allowance of up to $1,000 a year would be provided. The period
for repaying the loan would be extended from 10 to 20 years.
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Also, for & period of 5 years, accredited medical schools would
receive $20,000 for each additional student (compared to the number
in the prior year’s entering class) and $20,000 for each additional grad-
uating student over the last year’s graduating class:

COSTS

. The cost, estimate for the Scott-Percy bill was not available at the
time of printing.



JAVITS BILL—S. 836

S. 836, the “National Health Insurence and Health Services Im-
provement Act of 1971,” was introduced by Senator Jacob K. Javits
of New York on February 18, 1971.

General concept and approach

The bill would establish a national health insurance program based
on an expansion of the Mediocare program to the general population.
The proposal would provide a broad range of medical benefits to all
U.S. residents, following a “phasing-in” period. Benefits would gen-
erally be subject to cost sharing by the patient. The program would
be financed by payroll taxes and general revenue contributions, and
be administered by the Federal Government. Options would be avail-
able to obtain approved alternative coverage under private insurance
outside the Government program, The bill includes provisions to
encourage the formation o? comprehensive health service systems,

Coverage of the population

The first groups to become eligible at the start of the program would
be U.S. citizens aged 65 and over (ard aliens aged 65 and over re-
siding in the U.S. for at least 5 Yea.rs, or eligible for sa¢ial security
bene ts}. Persons 6f any age entitled to social security disability bene-
fits would also be covered.

In the second stage, 2 years later, coverage would be extended to all
persons not previously covered who are resident U.S. citizens or
aliens admitted for permanent residence. Persons would be eligible
for benefits without regard to whether they have made contributions
to the program.

Benefit structure

In its final form, the proposal would, provide the benefits of the
present Medicare program and three new services: annual physical
checkups, dental care for children under8 years of age, anid prescrip-
tion drugs for chronic illness, The bill would combine the Medicare
supplementary medical insurance grogram (Part B) with the hospital
insurance program (Part A), and thus eliminate the premium pay-
ments for sup}%lementary insurance.

The major benefits of the proposal and their limitations and cost-
sharing provisions are as follows? Several types of servi¢es are sub-
ject to the present Part B provision of the Meditare law which re-
quires & $50 annual deductible, per person, and a 20 percent coin-
surance payment:

Institutional services: )

Hospital inpatient care: 90 days of inpatient hospital services
per benefit period with a “lifetime reserve” of 60 additional

8 Cost-sharing rates ?ven are effective Jaduary 1, 1971, The amount of the hospital
deductible is Increased January 1 of every year if the ayerage per diem rate for inpatient
hospital services rises.

(63)



64

days. (A 190-day lifetime limit aprlies to stays in psychiatric
hospitals.) The patient pays a deductible of $60 in each benefit
period and, in addition, $15 co-payment for each day after the
60th. There would be a $30 co-payment for each day of the life-
time reserve.

Hospital outpatient care: subject to Part B cost sharing,

Extended care: extended care services, following a hospital stay,
for 100 days per benefit period with co-payment of $7.50 for
each day following the 20th.

Personal services:

Physicians’ services: subject to Part B cost sharing. Psychiatric
hysicians’ services limited to a maximum annual payment of
250 for ambulatory care.

Physical checkups : annually, including eye and ear examinations
and diagnostic tests, subject to a 20 percent coinsurance pay-
ment (with no deductible). The amount of payment woulg ge
the smaller of $75 or the amount charged bgethe most efficient
provider in the locality. The benefit would begin 3 years after
the start of the program.

Dentists’ services: dental care for children under age 8, including
examination and diagnosis, cleaning, filling and removal of
teeth, Orthodontia is excluded. Payment is subject to 20 percent
coinsurance (with no deductible). Coverage would begin 3 years
after the start of the program,

Home health services: 100 post-hospital home health visits per
benefit period, without deductibles or coinsurance, plus an addi-
tional 100 visits per calendar year subject to Part B cost sharing.

Laboratory and X-ray: Outpatient diagnostic X-ray and labora-
tory tests, X-ray, radium and isotope therapy, subject to Part B
cost sharmi.

Outpatient physical therapy services: subject to Part B cost
sharing.

Other services and supplies :

Medical supplies and appliances, and ambulance service : subject to
Part B cost sharing.

Prescription drugs: maintenance drugs for the treatment of
chronic diabetes, cardiovascular diseases, kidney conditions and
respiratory “conditions. ‘There would be & $1-charge per pre-
seription and this amount would be adjusted in future years
according to changes in the per capita cost for drugs. The
benefit would begin 1 yeat after the start of the program.

Admanistration

As under the Medicare lFrogram, the Department of Health, Edu-
cation, and Welfare would be responsible for general administration
of the program, including the regulations and standards for the pro-
gram., Y’rivam mnsurance carriers under agreement with the Depart-
ment would act as fiscal intermediaries for payment of claims for
services, under standards established by the Department. If the De-
partment determined that the fiscal intermediary in an area has not
performed its duties adequately, a federally-chartered quasi-govern-
menta] corporation could be established to replace the intermediary
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State agencies would continue to determine whether providers of
services meet the conditions for participation in the program. The
Health Insurance Benefits Advisory Council would be retained to
advise the Department on policy and administrative matters.

The bill also authorizes the Department to make agreements with
States to administer the entire program on behalf of the Department.

Optional alternatives to the Government program
The bill automaticalli covers all eligible persons under the Govern-
ment program unless they are covered under an approved alternate
private insurance plan.
E'mployer-employee health plan option
An employer by contract with the Department could establish for
his employees a qualified plan which meets the following requirements:
(1) health benefits are provided through an insurance carrier
or a union-management health and welfare plan,
2) all employees and their dependents are covered,
3) the employer pays at least 75 percent of the cost
(4) the benefits are superior to those under the Government
program,
; hearings are available for dissatisfied claimants, and
6) methods of payment of physicians must be the same as
under the Government program.
Employers and employees covered under an approved plan would
be exempt from the regu{ar insurance tax.

Private health insurance option
Private carriers by contract with the Department could offer alterna-
tive health insurance policies, which meet the following conditions:
1) the insurance is offered to all living in a specified area,
2) the selection of policyholders meet regulations concerning
selection of risks,

(8) benefits are equal to those furnished under the Government
program and the cost is no greater than under the Government
program,

bl( ) p(;emiums for additional (noncovered) benefits are reason-
able, an

ﬁgl hearings are ayailable for dissatisfied claimants.

The bill does not specifically exempt ﬁersons under an approved
private insurance plan from payment of the health insurance tax.

Comprehensive health service system option
The bill also provides for coverage under a comprehensive health
service system for persons under the Government program. If an
aﬁJprov. employer-employee plan or an individual health plan offers
the choice of enrollment in a comprehensive system, this option would
also be available under private plans,

Relationship to other Government programs

.. The bill would, in effect, absorb the Medicare program and include

its beneficiaries in the Government-adrinistered program. ‘
Since the Javits proposal is based on the Medicare law, its relation-

ship to other Government programs would be essentially the same as

Medicare, In general, Medicare will not cover services paid by a Gov-
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ernment entity, but exceptions can be made in certain cases. Arrange-
ments have been made for Medicare to réeimburse OEQ health
agencies and HEW community health centers for the cost of covered
medical services and to pay providers for services rendered to persons
eligible under the OHAMPy 3 program.

or State and local health programs, Government hospitals have
been approved for payment and Medicare will pay for services which
otherwise would be financed by vocational rehabilitation agencies.

In the case of Medicaid and the maternal and clild health program,
both of which are part of the social security legislation, the law
specifically provides that Medicare would have Initial liability in pay-
ing for services,

The Government program would be financed by a health insurance
tax on wages and self-employment income, with additiona] contribu-
tions from Federal general revenues.® The tax rates are graduated over
a 5-year period to meet. the increasing financial needs as dnew benefits
and additional persons are phased into the program. Contribution
rates for employers and employees (and for self-employed persons)
would be 0.7 percent of taxable wages for calendar year 1972 and
would increase each year to the ultimate rate of 8.3 percent for 1976
and thereafter.

The l{ealth insurance tax would apply to the first $15,000 of earnings
of employees and the self-em ]oyeg, and to the employer’s total pay-
roll. The contribution from Federal revenues would be an amount
equal to 50 percent of receipts from'the payroll tax (plus the addi-
tional amount that would have been received if no alternative em-
ployer-employee plans had been-established).

Workers-under-social security and Federal, State and local govern-
merit eniployses would be subject to the tax. However, State and local
governments wculd not pay the employer tax.

In effect, the pro%mm would be-financed roughly one-third by em-
ployees, one-thitd by employers and one-third by Federal general
revenues.

Funds: would be held in two accounts within a Federal Health In-
surance Trust Fund. The “general account” would be primarily the
existing Medieare trust funds for the aged, combining the hospital
insuranes ahd the supplementary medical insurancetrust funds. This
account would be used for the payment of benefits for:the aged and,
the disabled. A “special account” would be established to pay the bene-
fits for the remaining population.

Standards for providers of services

Standards of partieipation for providers of services would be the
same as those of the Medicare program, The Medicare standards are
shown on page 78. In addition, the Department would be authorized
to adopt additional standards for physicians dealing with require-
ments for continuing professional education, national licensing and
qualifications to perform major surgery and specialist services, These
standards could be estwblishe}l only after considering those established
by professional organizations, and receiving the recommendations of

*As noted previously, employers and emplo{ees coverea unaer an approved employer-
employee health plan would be exempt from the special health insurance tax.
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the Health Thsurance Benefits Advisory Council, and following public
hearings.
Reimbursement of providers of services

In the first 2 years of the program, providers of services would be
reimbursed as they are under the present Medicare law. Under Medi-
care, hospitals, extended care facilities and home health agencies are
reimbursed for the “reasonable cost” of services. Payment for medical
services would be based on “appropriate and reasonable charges”
rather than “reasonable charges,” however.

The Department would be required, in the interim, to study alterna-
tive methods of reimbursement to determine those methods which
would best control costs and utilization, improve the organization and
delivery of health services, and assure that providers receive fair and
reasonable compensation. Another possible objective would be to en-
courage medical societies or other otrganizations to assume greater
responsibility for the quality, utilization and efficiency of care pro-
vided by their members, as well as the continuing education of profes-
sional and paramedical personnel, Following its study, the Department
(with Presidential approval) would issue regulations concerning new
reimbursement methods which would take effect in the third year of
the program.

Comprehensive health service systems

P?iyment to qualified compighensive. health service systems (which
are discussed later) could be based on the reasonable cost of services
or could be a capitation rate for persons enrolled in the comprehensive
system. Additional incentive payments are authorized if the average
cost of services is less than the average cost of a comparable popula-
tion group. Incentive payments are limited to a maximum-of two-
thirds of this difference in cost per member.

Providers of drugs
Payment to dtug ptoviders would be based on “reagondble” char%;as
iticluding acquisition and dispensing allowances as 'détermined by
regulation. The physician’s prescription would be filed with the drig
provider. For a nonlegend drug, the physician would be requited to
certify that it is medically necessary.

Delivery and resources

The plan authorizes the Department to contract for health services
with comprehensive health service systems. These systems could be
prepai;lafroup practice organizations, other providers of health serv-
1ces, health insurance carriers, or a combination of them.

A comgrehensive health service system is defined as one which pro-
vides health care to an identified population in an area, directly or
through contractual arrangements with other providers. Tt must fur-
nish all services covered under the Government program without an
cost sharing by the patient and the following additional services: a full
range of prescription drugs, extended care services without regard to
the re(Luirement concerning prior hospitalization, and immunizations
and other approved services. The system would also need to meet the
following requirements:

. (1) it must assure the availability of services to enrollees, con-
tinuity of care, and appropriate referral and transfer of patients.
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(2) all persons in the area may enroll, and it would encourage
enrollment from a broad range of socioeconomic groups,

(3) preventive health services and health education are
provided,

(4) a committes of physicians is established to consult with
membership representatives, fix the professional policies, super-
vise ithe delivery of services, and review the utilization of health
services,

(5) employment and training are given to allied health
personnel,

bl( 6) t}(lle premiums charged for noncovered services are reason-
able, an

_(7) the system is approved by State and areawide health plan-
ning agencies,

Financial assistance to comprehensive systems

The Department is authorized to provide loans, grants and technical
assistance to comgrehensive health service systems as follows:

(1) Grants and technical assistance to pay 80 percent of the cost
of planning a comprehensive health service system. (Application for
these grants could be made by a hospital, school, an insurance orga-
nization or a community group).

(2) Grants of 80 percent of the non-Federal share (the funds that
the sgonsor of a project ordinarily contributes) mqltgired under the
Hill-Burton program for construction of hospitals and medical
facilities,

(8) Grants of 50 percent of the cost of construction of needed ambu-
latory care facilities, and loans at 8 percent interest for the remaining
cost.
(4) Payment of the operating deficit of an approved system during
its first & years of operation, provided the organization is making rea-
sona:blerrogress toward becoming self-supporting.

(6) For planning of comprehensive systems in poverty areas, or
demonstration projects designed to develop new methods of delivering
care, 8 l ial g ants of 100 percent of costs, up to $100,000, would be
available.

COSTS

See Part II, page 117, for the cost estimate of the Javits bill.



PELL-MONDALE BILL—S. 703

S. 703, the “Minimumn Health Benefits and Health Services Distri-
bution and Education Act of 1971,” was introduced by Senator
Claiborne Pell of Rhode Island and Senator Walter S, Mondale of
Minnesota on February 10,1971,

General concept and approach

The proposal would establish a program of required health benefits
for employees and their families as an obligation of the employer and
at his ex . The bill also authorizes the creation of health services
corporations which would provide comprehensive health services,
build and operate health care facilities and train health care person-
nel. In addition, regional health planning councils would be estab-
lished in major geographic regions of the country,

Ooverage of the population

Businesses and organizations engaged in interstate commerce or
affected with a Federal interest, including Federal, State and local
government agencies, would be required to provide specified health
care benefits for their employees (and their families). Where undue
hardship for an employer could be demonstrated because of long-
term wage contracts or other reasons, an exemption of up to 5 years
could be given.

Benefit structure
The bill requires that specified health benefits be provided without
any cost sharing by the patient, except for hospital inpatient care, The
uired benefits are as follows:
stitutional services:
Hospital inpatient care: 12 days a year after the first 2 days
Hospital outpatient care
Skilled nursing home: 10 days for recovery from serious illness,
accident or surgery
Personal services:
‘Physicians’ services
Physical checkup : one diagnostic examination per year
Optometrist services
Podiatrists’ and chiropractors’ services: if important to maintain
employability
Laboratory, X-ray and supporting services
Pre- and post-natal care
Other services and supplies:
Therapeutic devices ?lppliances, and equipment : if important to
maintain employai) ity
Prescription drugs
Catastrophic coverage:
Coverage of medical cos.~ which exceed 25 percent of an em-
ployee’s annual gross income, as prescribed by regulation
(69)
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Medical or surgical services which cannot practicably be furnished
oncla ggsionwide asis because of costs or lack of resources would be
excluded.

Administretion

The health bepefits could be provided by em}(l)lo ers under various
arrangements including contracts with prepaid health care plans, pro-
spective contracts with providers of health services, directly by the
emplo(}'er himself or through other “economic and apgrogriate means,”
In addition, the bepefits could be frovided through the health services
corporations creatBt under the bill, as described later.

he Department of Health, Education, and Welfare would be re-

sponsible for establishing regulations and standards for the pr?lgram
and provide for hearing procedures in cases of denial of benefits, If
a Federal court finds that a person has been denied benefits by his
employer, the President may withhold all Federul funds, services, or
contracts from the employer.

Relationship to other Government programs

The bill excludes services provided under workmen’s compensation
and school health programs. Medicare, Medicaid and other existing
Government programs would continue to operate.
Financing

Emﬁloyers are required to provide the health benefits as a cost of
daing business and without charge to employees.

Standards for providers of services
Il{ﬂegulations of the Départment of Health, Educttion, and Welfare
would :
(1) require that progerly accredited professional health serv-
ices and, facilities be used,
Z; establish standards of quality for services, and
3) insure that services be medically needed or be for a pre-
ventive purpose.
Reimbursement of providers of services
The method of reimbursement of providers of gervice would depend
on the arrangements inadé by the employer fdr provision of health
services, as described earlier.

Delivery and resources

The bill provides incentives for.creation of; “area health services and
health education” cor]ilomtions. The corporations would provide medi-
cal seivices, operate lidalth fac/ilitiesi- establish and operate medical
schools and health care training schools and conduet related activities.
They would provide comprehensive: health caye services; as wejl as
the health benefits required under the bill, and epuld contract to pro-
vide health services under the Medicare and Medicajd &ro rams,

‘The corporation co,ulg purchase the facilitics of exist g.ﬁealthj care
providers, employ professional and nonfnofessxonul personnel and
enter into agreements with providers of services. Medical services
would be rendered through prospective contracts with providers, pre-
paid group practice Arrangements, or under other “efficient and affec-
tive” arrangements.
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Upon determination by the Department of Health, ¥ ducation, and
Welfare that an area needs a health services corporation, a corpora-
tion would be established in the area. The corporation would be man-
aged by a 15-man board of directors' re(fresentmg consumers, health
professionals, health organizations, and the DeBartment. Eight of
these board members would be agpointed by the Department and the
remainder elected by the stockholders.

Financing of corporations

Corporations would be for-profit organizations and would issue
interest-bearing comimon and preferred stock with voting rights, and
other certificates of indebtedness, Initially, common shares could be
issued only to State and local governments and to health service pro-
viders, including institutions and physicians in the area. The initial
price of common stock would be set by the Board, or in consideration
of the value of health facilities and related properties transferred to
the corporation. The Department would. establish property evaluation
methods. Preferred shares could be issued to any person or organiza-
tion, except those initially eligible to receive common shares. No
shares could be redeemed or repurchased for 6 years after
incorporation.

The bill provides that Federal financial assistance may be given to
the corporations for:

1) initial organization and c;ﬁeration,

2) financing health care for the poor,

3) financing benefits for emBloyees of small businesses and
charitable organizations, if ‘the Department determines that the
cost olfmsromdi‘ng the required benefits undér the program (as
described earlier) would cause financial hardship,

(4% subsidizing medical education, if personnel are in short
PPly
(52 i)uilding and staffing medical care and medical education
facilities where shortages exist, and

(6) developing improved health care delivery methods.
The Department may also make direct loans to corporations and
guarantee their loans,

Cmmtipns which do not make 3 profit could receive grants, loans,
and imterest subsidies or'guarantees from existing programs under the
Public Health Service Act, if their components (such as hospitals)
would otherwise be eligible for such aid. The corporations would be
given priority consideration for such financial assistance,

Requirements of corporations
Corporations would need to meet the following fequirements:

31) provide comprehensive services to all persons in the area
and assure continuity of care, referral and consultation arrange-
ments,

2) wauld not discriminate against patients,

3) maintain accredited hospitals and other facilities,

4) employ allied health personnel,

5) appoint physician committees to establish medical care
standards, oversee delivery of care, and to monitor and review
utilization (including drugs),
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6) conduct university-related medical educational programs,
7) cooperate in area planning and arrange for reciprocity
among area corporations, and
(8) conduct health care delivery systems research

Standards for providers of services assoctated with corporations

Standards for hospitals, skilled nursing homes and home health
agencies associated with the corporation would be similar to those es-
tablished under Medicare. (See page 73.)

Physicians and other health professionals associated with the cor-

orations would have to meet national standards established by the

epartment. Continuing education requirements would be cstablished
and major surgery and other specified services could be performed
only by physicians who hold specialty certification (or were previously
engaged in the specialty), meet standards set by the Department of
Health, Education, and Welfare and are recommended. by their par-
ticipating hospitals. Persons who received their education with finan-
cial assistance from a corgoration would have to agree to work for it
at least 3 years. Hospitals cannot refuse to grant physicians staff
privileges on grounds other than professional qualifications,

Establishment of regional planning councils
Under a separate section of the bill, the Department of Health, Edu-
cation, and Welfare would establish planning councils in the major
geogt?({)hic regions of the country. Council members would be ap-
ointed by the Department to represent that office, the governors of
gtates in the regions, the health corporations and the medical per-
gonnel in the region. 'The Councils would develop plans for compre-
hensive health services and for allocating manpower and facilities in
the regions, They would work with State and local planning agencies
and approve their plans for construction of health facilities, They
would also approve the budgets of the health services corporations
which would be required to submit 5-year plans to the Council. No
Federa] funds could be spent on projects or programs not approved by
the regional councils.

COSTS
See Part I1, page 121, for the cost estimate of the Pell-Mondale bill.



MEDICARE PROGRAM—STANDARDS FOR
PROVIDERS OF SERVICES

In order to participate in the Medicare program, providers of
services have to meet certain statutory requirements and other
health and safety requirements established by the Department of
Health, Education, and Welfare.

Hospitals

General hospitals must be licensed under State law, maintain
clinical records for all patients, have by-laws for their medical staff,
have every patient under the care of a physician, provide 24-hour
nursing service and have a utilization review plan in effect. They must
also meet health and safety requirements regarding their physical
environment and the operation of their facilities and services.!®

Hospitals accredited by the Joint Commission on Accreditation of
Hospitals or the American Osteopathic Association are deemed to
meet all the conditions of participation except utilization review.

Tuberculosis and psychiatric hospitals must mestithe same require-
ments as general hospitals Snd must be avcredited by the Joint Cori-
m;sggn as well as meet special requirements for medical records and
st g

Extended care facilities

Extended care facilities must be licensed under State law, must
maintain clinical records for all patients, have established policies
regarding patient care, have every patient under physician super-
vision, provide 24-hour nursing service, have established procedures
for dispensing drugs and have a utilization plan in effect. They must
also have a transfer agreement with a hospital and meet health and
safety requirements regarding their physical environment «nd the
services they provide.

Home health agencies

Home health agencies must provide skilled nursing services and
other therapeutic services, be licensed under State law, maintain clini-
cal records for all patients, have established policies for their services
and meet additional health and safety requirements.
Providers of outpatient physical therapy services

These providers include participating hospitals, extended care fa-
cilities and home health agencies. Clinics, rehabilitation agencies, and
public health agencies can also be providers of outpatient physica)
thera‘s)y services if they are licensed under State law, maintain clinical
records for all patients, provide an adequate program of physical
therapy services for outpatients, have established policies for their
services and meet additionsl health and safety requirements.

# Nonpartict hospitals may provide emergency services under Medicare and these hospitals must be
Hcensed %‘h’&'u%“é’&? law gnd provld% A-hour n%?klng%enlce. w

(18)
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Independent laboratories

Independent laboratories must be licensed under State law and meet
health and safety requirements regarding the qualifications of their

ersonnel, record keeping and the operation of their equipment and

acilities.

Physiciank and other professionals

Physicians mast be le%ally authorized to practice medicine or sur-
gery by the State in which they provide their services. Dental surgeons
and podiatrists' have to meet similar requirements with respect to
their services.
Other suppliers of services

Suppliers of portable X-ray services must be licensed under State
law, and must meet health and safety requirements relating to physi-
cian. supervision, gualiﬁcations of personnel and safety standards for
their equipment. Suppliors of ambulance service have to meet safety
requirements for their ambulances and have trained personnel.
Discrimination prohibited

Participating hospitals, extended care facilities and home health

encies. must comply with the requirements of Title VI of the Civil

ights Act of 1964, which prohibits discrimination based on race,
color, or national origin.
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II. COST STUDY OF HEALTH INSURANCE
PROPOSALS INTRODUCED IN THE 92D
CONGRESS ‘

PURPOSE OF STUDY

The pu’i})ose of the study -reported here is essentially twofold:
1. To develép and to f)resent a _methodology by which the
costs of health insurance proposals can be
estima

tious nationa

o apply the methodologg to the various bills introduced in
® 92d Congress prior to April 30, 1971.

o methodology, and its application to the various proposals, is
designed to be understandable, consistent, and unbiased, in order that
Congress can make intelligent comparisons of the proposals within its
scrutiny. The difficulties inherent ir making cost estimates in the
health field are substantiul, however, and at best the results must be
viewed as roasonable approximations.

DEFINITION OF COSTS AND SUMMARY OF
RESULTS

The concept of the cost of any proposal is more complex than it
might at first appear. Costs can be expressed from the point of view of
the Federal taxpayer, or from the point of view of the Nation as a
whole. They can be defined in terms of total cost after the proposal
is in effect, or in terms of additional cest brought about by a proposal.
When specific financing is provided by a proposal it may be appro-

riate to estimate the costs of the program for which the financing is
intended. Costs can also be expressed both before and after the effect
of income taxes.

This cost study will focus on two of the many possibilities. The
initial emphasis will-be on total cost to the Nation after a proposal be-
comes effective. The second emphasis will be on the addstional cost
to the Federal taxpayer arising from any proposal. Costs in both of
these forms will be after the effect on Federal income tax.

Total national health expenditures

If a proposal, through its effect on either the supply of:or particu-
larly the demand for health services, can be presumed to add to the
Nation’s totel expenditure for health services, then any-additional
ex‘i‘enditure will be referred to as the induced cost. .

he total cost to the Nation aftér a proposal becomes effective is
the sum of (1) all bealth expenditafres prior to the prgPosal and (2) anﬂ
indlced costs arising from the propoesal. This total national healt
expenditure can then be sybdivided to indicate by whom the expen-
diture is paid.

(75)



TasLe 1.—National health expenditures after taw adjustment by proposal, flscal year 1974
[Amounts fn bilifons)

Private sector Uovernmental sector

Total Total lng!l:&ud Health Other Total State Fodoral
payments insurance and local

None... .. ___.__. $105. 4 $62. 3 $32.0 $26. 4 $3.9 $43. 1 $i1.1 $32. 0
Byrnes..._ ... .. ....... 107. 2 62.2 28.3 30.0 3.9 45. 0 10.0 35.0
QGriffiths-Corman_...._.... 113. 8 15. 9 11,2 1.9 2.8 97. 9 6.5 01. 4
Fulton-Broyhill....__._... 100. 6 61.9 26. 5 315 3.9 47.6 9.3 38. 3
Burleson..._ ... ... .__. 110. 2 62.3 2L 7 36.7 3.9 47.9 86 30. 3
D.[‘lif,ll .................. 116. 8 13.9 69 3.1 3.9 102. 9 0.6 03. 3
..................... 107. 6 59. 0 28. b 26. 6 3.9 48. 6 13. 4 35. 2
Hogan.. 107. 7 50.0 27.8 27.3 39 487 13. 4 35. 1
er. . 109. 1 58. 1 27.6 26.7 39 51.0 8.7 42. 3
Bennett 107. 2 62. 6 28. 3 30. 4 3.9 44. 6 10. 0 34.6
Long. .. 106. 5 60.3 30.0 26. 4 3.9 46. 2 1.1 35. 1
Javits. _ 113. 0 31.3 19. 9 82 3.2 817 81 73. 6
Pell-Mondale. ............. 114.9 67.3 17.3 46. 1 3.9 47.0 10.7 36.9

9L
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Table 1 summarizes the cost estimates of this study, expressed in
terms of the total expenditures by the Nation if each of the 12 pro-
posals become offective, and by whom these expenditures are borne.
Since it also shows the expenditures expected if no proposal becomes
effective, the total induced costs (to the Nation as a whole) are ob-
tamned by subtraction.

Adduwnal cost to Federal taxpayer

The additional Federal expenditure arising from a health proposal
will be viewed in three parts.

That portion of the cost which arises from the transfer of health
ﬂ{wuduure from other sectors of the economy to the Federal taxpayer
will be referred to as transfe~red cost.

The Federal share of induced cost becomes the second portion of
additional cost to the Federal taxpayer.

To the extent that any proposa! results in a revenue loss to the Fed-
eral Government under the Internal Revenue Code, there arises a
third or tar adjustment portion of additional Federal cost. Tax adjust-
ments sre normally small in comparison with transferred or induced
vusts. but become important with respect to those proposals which
provide mcome tax credits.

Table 2 summarizes the estimates of this cost study, expressed in
terins of additional cost to the Federal taxpayer.

TasLe 2.—Summary of additional costs to Federal tawpayers after
tax adjustment, by proposal, fiscal year 197}

{Amounts in billions)

Change

Propusal Total Transferred Induced in tax
costs o0sts adjustments
Byres. __._ . . ... $3.0 $2.0 $0. 4 $0. 6
Gofbitns-Corman. ... .. _.___. 59. 4 56.0 8.4 ~5.0
Fulton-Broyluld .. __ .. . _..... 6. 3 -19 .2 8.0
Barleson........_...._ .. .c...... 7.3 8 2 2.1 —3.0
Dagell ... 61.3 55. 2 1.3 —5.2
gl I T B
S 10.3 —2.4 .2 12. 5
Lou&.“‘ ...................... g ? é 2 X g X '{
Javia, .. TTTTTITTTTTTTTT 4108 37.8 6.9 -3.1
Pell-Mondale._ . ... __.__._._.... 49 —-0.5 - 6.1

METHODOLOGY

Assumptions as to time

To facilitate comparison between proposals, all cost estimates are
made &~ of the same period of time. I-{)ea th expenditures are changing
rapidly, and the cost estimate for any bill will depend considerably
on the year chosen for estimation. Fiscal year 1974 is here chosen as
s year that is neither (1) so far into the future that projections become
unnecessarily unreliable, nor (2) so close to the present that proposals
could not become effective so soon.
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Use of fiscal year 1974 for cost estimation purposes for all proposals
makes necessary certain ‘timing assumptions. All estimates in this
cost study are based on the following:

(a) All benefit provisions of each proposal are assumed to be
in effect for the entire fiscal year 1974, whether or not this is in
accordance with the proposal itself. Where the effective. date of
some benefit is later than July 1, 1973, comment is made in the
text, but the cost estimate is nonetheless made as if the provision
were offective on July 1, 1973.

(b) Induced costs due to increased services arising from a pro-
posal are assumed to have full and complete impact in fiscal year
1974 even though in reality several years may elapse before all
the induced services will have appeared. In a sense, the induced
services of all years have been telescoped into fiscal year 1974, No
attempt, however, has been made to telescope induced price
changes. Induced J)rice changes are estimated only for fiscal yea
1974, but in accordance with the assumption that induced services
all appear by that year.

(c) Any adjustmerits to a proposal, which the health insurance
industry or the persons it serves are 'likely to' make, are assumed
to have been completed prior to July 1, 1973. ,

(@) Cha.nges in the structure of the health delivery system are
important features of thany proposals, but these changes must
be measured. against the length of time that would likely elapse
before they could. become effective. Chazﬁes in structure and
creation of health resources necessarily tdke place slowly, and
their impact on the cost of health services is most difficult to pre-
dict. Attempts were made to identify the structural changes
which conld be fully effective immediately, and the estimated
cost impact of those changes are included -in—the-results. The
decision not to attempt to estimate the cost effect of changes in
structure. which might take a longer time does not imply that
such cbst effects are negligible, or that attempts to affect’ the
health " delivery 'system through legislation will in the lotif run
be ineffective. -

Fiiscal year 1970 modél

The starting point: for the cost: estimation process is the model of
national health expenditures for fiscal year 1970 developed by the
Office of R'gsqarch and Statistics (ORS) of the Social Security Admiltir
istration. The most recent data in this series are published .in the
Social Security Bulletin of January 1971, For the purposes of this
cost study, the ORS model has been somewhat recast, with emphasis
on identification of the fll%nmi payen bl hbhlth expenditures.

Table 3 is a summary. Column (1) indicates $67,240 million of na-
tional health expenditures, made up of:

Amount (in
millions)

Prw%?xsegm&}ﬁ"iib"i’éf duals_ .- OO 533: 333

ect payments by individuals. ... ... demtasnumeanan he————

Health insurancé_ ..., oo .. emmemmmeaceeem———— memmem————— 17, 499
Others (including voluntary givers) ... __............. 3, 869

Governmental seotor_ ... . . coonooioooo.. coccemeem—om————— 22, 963
State andlocal taxpAyotE. . .. . iieiieccccenn———— 7,304
Federal taxpayers. . . occvvveenen.- Cemoamemdenmeram———i meaa 15,669
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In the last analysis, people pay health expenditures. They do so
directly out-of-pocket, through health insurance, through voluntary
gifts, or through taxes. It may appear that the employer portion of
the health insurance expenditure 1s an exception; but employers pass
on their ¢ontributions to employee health plans to people as consumers
(in the formr of higher prices), pass them to people as employees (in
the form of dower cash wages), or pass them to people as investors
(in the form of lower profits). To the extent that some of the voluntary
givers are ¢orporations, the same considerations apply.

TasLe 3.—National health ewpenditures: Fiscal year 1970

(In miflions]
) Before tax Tax After tax
Financing channels- adjustment adjustment  adjustment
i) @) @®
Total. o o e $67,240 ... _...... $67, 240
I . 44,277 ~$3,080 40,207
Individual direct payments. . ... ._... 22,9009 ! —1,350 21, 5569
Health insurance. . oo covoovoeneenn 17,499 '—2,130 15, 369
Individual policies. - .o caoeee oo . 3,483 1 =200 3, 283
SMI premiums. .. oo oo ... 989 1 ~50 939
Em#oyees, group plans_ . .._..... 3,630 12 —1, 880 1, 760
Employers, group plans. _.....c.... 9,397 ______.. ‘- 9, 397
Others (including voluntary givers). .. ... 8.869 2500 3, 369
Governmental seotor. ... . ... - eecmeeceaemeeeen 22,963 43,080 26,943
State and 1dcal taxpayers. . ... 7,304 .___. b 7, 304
Federal taxpayers._ . ... .coeoomnn LS. 15,659 43,980 19, 639
e 1 4,378 4,378
ayroll tax; HY. ___.________.. 4,378 -....._...
QGeneral revenue, HI ond SMI.. 1,781 - - -77" 1,781
(leneral revenue..____.__.......... g:500 - _ T , 500
Reveriu¢ loss' throughincome ta%. . _____....... 43,980 3, 980

1 Estimatec revendo loss from deductions for m«;dlcal expenses in the tax retdms of lndlinduhls.
.  Esfimeted revenjyio loss from employer contyiitions to health insurance plans for employees not taxable

to employee. .
o Es%mated revenubloss fromn dddudtious for charitable gifts ifi tax returns of individuals and corparations.

It is important. to note)that $989 million of enrollee, premiums to,
the Supplementary Medical Insurance part of Medicare are shown as,
Kgi,d by the private sector: Although these premuims ﬂom.th,rouﬁh the

qtlicare system,: they:are not. borne by taxpayers, Certain. health
expenditures under State disability plaps and wnder workmen’s com-
Eensatmn plans are treated as expenditures );{'employees,or employers,

ecause, they are not borng by State:orloo vtax(%w,ers.

" Colunm (2) indicates certajn adjustments to ofumn (1) to recog-
nize that special provisions of the Internal Revenue Code concerning
health expenditures have the effect of transferring such expenditures
from individuals, employees, employers, and voluntary givers to the
Federal taxgayer. :

(@) Under certain conditions, health expenditures of individ-
uals are deductible under the personal income tax, thereby pass-
ing to the general body of Federal taxpayers the tax foregone.
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(b) Similarly, voluntary givers to health organizations are
entitled to income tax deductions and pass the tax foregone to
other Federal taxpayers.

(¢) Employees, because they pay no tax on their employer’s
contribution for group health insurance, also pass on to Federal
taxpayers the tax that, in the absence of special provisions, they
would otherwise pay. Note that the deductibility of the group
health insurance premium in the employer’s tax return is not
considered a special provision if employer-contributed health
premiums are viewed, as they are in this analysis, as a part of
wages,

Column (3) is the display of the $67,240 million national health
expenditure in fiscal year 1970 after tax adjustment.

A somewhat more detailed two-way analysis of the $67,240 million
shown in Column (1) of table 3, by type of expenditure as well as by
whom paid, appears as appendix A to this study. Appendix A also
indicates how the fiscal year 1970 model has been recast from the
National Health Expenditure series.

The fiscal year 1970 model is the best, available information as to
current national health expenditures. It must nonetheless be recog-
nized as only approximate since there are many technical difficulties
in the compilation of such statistics.

Fiscal year 1974 model

The fiscal year 1970 model previously described has been projected
forward four dyears to fiscal year 1974. The results appear as table 4
and in more detail as appendix B. Appendix B also gives some detail
as to how the projection was made. The basic assumption in this pro-
jection is that no new health or tax legislation importantly affectin
national health expenditures will be enacted during the period, an
that the legislative environment in fiscal year 1974 remains essentially
as it' was in fiscal year 1970. ‘ ,

The total health expenditure for fiscal year 1974 is projected as
$105,400 million (7.8 percent of estimated GNP for the same year),
greater in both absolute amount and as a percent of GNP than the
$67,240 million for fiscal year 1970 (7.0 percent of GNP). The sub-
stantial increase between the two models results from assumed changes
in unit prices for health services, assumed changes in utilization rates
for the various health services, assumed demographic changes, and
certain minor factors.

The estimation of these effects, based largely on past trends, intro-
duces an important dimension of uncertainty into the estimates. Pro-
jection errors are not likely, however, to be biased for or against any
specific proposal, and relative costs between proposals should not be
greatly affected by the model chosen. Since estimation of relative
costs 18 the real purpose of this cost study, the fiscal year 1974 model
is considered to serve its purpose satisfactorily.
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TAsLE 4.—National health expenditures: Fiscal year 1974

(Tn millfons}
Before tax Tax After tax
Financing channels adjustment adjustment  adjustment
($)] (2) 3)

0 T $105,400 _________. $105, 400
Private seotor. ... __..... 68,633 —$6, 300 62, 333
Individual direct payments._ . _.._....... 33,846 1 —1,900 31, 946
Health insurance. . .. ..o o oo ..., 30,344 —3,900 26, 444
Individual policies. .. ... ._._..... 4,011 1-300 4,611
SMI premiums. ... ..o 1,613 1—100 1,513
Employees, group plans_ . _____..___ 6, 743 13 —3, 500 3,243
Em loirers, group plans_______.___. 17,097 ... 17, 077
Others (fnc uding, voluntary givers).._._. 4,443 3 —500 3,943
Governmental seetor.. . ... ... _.___._... 36,767 16,300 43, 067
State and local taxpayers. ... _.___.___. 11,108 _____..... 11, 108
Federal taxpayers. . - oo oo 25,669 16,300 31, 959

Social insurance:
Payroll tax, HI.._______.__.__. 8,600 ___...... 8, 600
General revenue, HI and SMI... 2,207 e 2, 297
General revenue.... ... ocoeoeocee.. 14,762 .. ... 14, 762
Revenue loss through ingome tax. .....ceeo.-. +6, 300 6, 300

§ Estimated revenue loss from deductions for medical expenses in the tax returns of individuals.
. t Est}mated revenne loss from employer contributions to health insurance plans for employees not taxable
0 employee.
3 Estimated revenuoloss from deductions for charitable gifts in tax returns of individuals and corporations.

Estimation of induced cost

The concept of induced cost of health services is an important but
complicating factor in the cost estimation problem. Although evi-
dence of the existence of induced cost is difficult to refute, such cost
is not always recognized; or is thought not to exist for some of the
proposals under study. The quantification of induced cost is extremely
difficult and is largely based on subjective judgments. Little agree-
ment can be expected in this area. 1t is nonetheless the estimator’s
job to attempt quantification; and in doing so to apply the same
principles to all proposals.

This section of the cost report consists of (1) a rationale based on
goneral economic, sociological, and J)sychological principles as to why
and under what conditions induced cost is presumed to exist, (2) a
brief reference to past studies in which induced cost has been dem-
onstrated and/or measured, and (3) a statement of the principles used
in this cost study for the estimation of induced costs.

(1) Rationale
An induced cost is most likely to result from the additional demand

for health services when the necessity for the individual to make out-
of-pocket payments for such services is reduced or eliminated.
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There meay be individuals whose behavior with respect to their
health or that of their families is independent, or nearly so, of personal
economic variables. At one extreme are those whose use of health serv-
ice is minimal, no matter what the economic circumstances. At the
other are those who tend to be under continual treatment for a mul-
titude of health problems even though a large personal financial
sacrifice is involved.

-Despite the existence of groups of people whose health behavior is
independent of financial circumstances, the majority of people prob-
ably responid in some degree to economic motivations in seeking health
services, mtich as' they do i th:"ﬁurchaée of other servics:"If the
price to the mdividual is low, he will be more inclined to gsk for addi-
tional services—but if the price is high he tends to.do without them.
Obviously the price to the individual is not entirely in dollar terms,
and must include the time, inconvenience, and ‘effort involved in
obtaining medical attention; but the dollar cost to the individual no
doubt has an important relationship to demand. tet

The foregoing paragraph is valid in principle if the individudl has
the ultimate decision as to whether health serv%leé’arg rendered. In
practice the 'thsician may have more influence ifi this décision than
the patient. The physician’s attitude.may be colored by his perception
of the patient’s abiﬁty«'to pay, not so much because of his mterest in
whether his own bill will be collectible, but because he ddes not wish
to impose a financial sacrifice on the patient incommensurate with the
expected improvement resulting from the treatment. Hence induced
costs can be inferred even if the physician is considered the main
determiner of medical expenditure. .

Health insurance, though it does not reduce (and may well raise)
the a,g%regate‘cqst of health services to the grqg:f)‘of. persans who col-
lectively pay the premiums, does lead to the reduction or elimination
of an individual’s out-of-pocket expenditure for any particilar service.
When the individual pays the same premium no matter what services
he obtains, . the marginal cost to him of any fully insured service is
close to zero. The insurance mechanism leads to extra demand—and
in the absence of counteracting influences will almost certainly add to
the health services rendered. This is the principle behind the concept
of induced costs arising from the health insurance mechanism.

Induced services must be viewed in the light of the additional health
services rendered. They may be a reflection of previously unmet nceds,
or they may be indicative of overuse of health services. {Io value judg-
ment 18 intended, since an induged health service i self may be con-
sidered favorable or unfavorable, de;ﬁending on the contributions of
the extra services to the overall health needs of the Nation.

Services induced by health insurance add to demand. In the absence
of adequate increase in supp(liy, prices per unit of service, as well as the
amount of 'services rendered, may also iricrease. Thus induced cost
may have two elements-~induced services and induced price.

t seems unlikeﬁr that induced costs- arising from transfer of cost
from the individual to private insurance or to the Government, could
ever be negative. There are, however, other kinds of induced costs.
If a proposal contains measures for controllinﬁ utilization of health
services, effective demand is affected dowirward—and the number of
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services rendered and possibly the price per service may be actuall
reduced; or more likely may not rise as fast as they otherwisé would.

(2) Past studies ‘

The existence of induced costs has been demonstrated, and to some
degree quantified, in earlier studies. No attempt is made hete to sum-
matize the litefature on this subject. B '

The coming 6f Médicare in 1966 niade possible “before and: after”
studies based on samples of those aged 65 and over. The Social Se-
curity Bulletin of April 1971 carries an article indicating some of these
results, 'Some additg)nal data, based on experignce tinder the British
Drug’Act and the Saskatchewan program, and ‘the experience of in-
surance companies, Blue Cross, and certain group health plans, are
available. ‘There are also a,number of theoretical studies based on
econometric models. S " L,

This study has made use of, to thée degree thaf they appear to be
applicable, all of the studies available. I‘ggw,of them, however, bear
directly on this particular problem. Since the state of in;gyy_ledge with
resgggt to induced costs is not far advanced, this study is necessarily
han 1(;a,pé)ed.‘ Several econometric studies Lave been published but
such, studies have not advanced to the point of consensus and inde-
pendent verification. '

(8) Princeples used in this cost study

(@) The basic estimatingl factor for induced seivices used in this
ocost study is the additional service induced as a transfer from direct
~paéyment by individuals to a public-or private insurance mechanism.
Additional service is expressed as a percent 6f the:transferred cost.
Thé induced service percentage no doubt varies by 'type of service,
child versus adult, family incorne, and many other factors; but, in the
absence of data necessary for refined measurement,  the induction
forces are aggregated into one factor for each type of service.!

Induced serv-
{fccasa %m-
tmm]err:dom
{rarm direct
ndividual
payments
Hospital. oo e m 26
Extended oare facilities_ ... ... caaaea 26
Professional services: ,
Physioians. . oo c v e e ca——— dromismannn 25
Dentists. . oo oo ecececencem——n——- emmm——a 45
ANl other. oo e cecccccccacaccacacm—cam——- 3
Drugs .............................................. becamena PO 3
Eyeglasses and hearing aids._ ... oo acecceacaa 40

Note particularly that the induced service pbrcentages apply only
to the cost transferred from direct payment, not to the entire cost of
any service, If, for example, 10 percent of the total cost of all hospital
services is transferred tinder a proposal from direct payment to an
insurance mechanism, then the induced services are estimated as 25

1 The Induced servico percentages were chosen after a review of ¥ast experience, but no claim I8 made that
any of the induced service percentages are based on solid enil“)lrlcal oundations. Therelsa o of rcasonable
?en'entauea, and those chosen are thought to be within this range. If there were no limitations on supply,

he {mroentages for institutional services and for phgslclans might well be higher. The higher ?ercentages for
dentists, drugs, and eye and hearing aids are based partly on more adequate and more elastic supply, and
partly on the more elective nature of these types of services,
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percent of the transfer, or 2.5 percent of the overall cost of hospital
services.?

(b) There are certain kinds of induced services for which the above
technique is not satisfactory. When the induced service percentage
would appear to be very high because of the optional nature of the
service, and particularly if the transferred cost is itself difficult to
estimate, more direct estimation methods seem necessary. The routine .
physical examination specifically provided by some of the proposals
18 an example.

(¢) For any national health insurance proposal which would trans-
fer vast amounts of expenditure from direct payment by individuals
to an insurance mechanism, the additional demand created is assumed
to interact with supply in such a way that costs per service through-
out the economy are increased. This effect is hkely to take place
slowly—and its ultimate accumlative effect cannot be estimated. The
estimates of this cost study have included induced price changes of up
to 3 percent for hospital and extended care facilities, up to 2 percent
for professionsl services, with the actual percentage used dependin
on the proportion of services transferred. These may be viewed as fisc
year 1974 effects. Price effects arising after 1974 are especially diffi-
cult to estimate because of the effect of increases in supply and price
control measures established by a particular proposal. For this
reason the induced price change factors are considered to be appli-
cable to fiscal year 1974 only.? :

(d) Where effective utilization controls appear to be a part of a

roposal, a negative induced service factor is employed to be applied
in the same areas to which the controls are effective. The effect of
utilization controls is thought to be largest in the area of elective
surgery, and in the substitution of outpatient treatment or diagnosis
for inpatient hospital care. Negative induced cost can also arise from
changes in the methods for compensating institutions and physicians,
or by other structural change.*

(¢) Appropriate induced costs for administrative expenses are built
into these estimates whenever costs of administration are expected to
morease, and negative induced costs are estimated whenever cost of
administration are expected to decrease.®

2 It i3 recognized that the transfer of the last 10 percent of the cost of any service may have a different in-
ductive effect than the transfer of any ea¥lier 10 percent. The linearity implied by the irooedure outlined is
questionable, but evldena on which to base any more sophisticated assumption is lacking.

$ The methods described for reeogxemng uced price increases are admittedly rousg, but no sharper
tools are available. Much remains to be learned in this area, and past sxperience confounds various causes of
price increase. There is no deliberate bias between proposals in the method used. Price changes over time
whlgrh; lt?h;‘plma independent of any proposal are built into the fiscal year 1974 modal, and are presumably
neu n ve comparisons.

4 Ver{ little ition of structural chanﬁo could be ineorgomtod fnto this study due to lack of data. It
heless ‘m&e that in the long run the provisions of the varlous proposals with respect to change in
the health delivery g:tem will be most impgttan .

§ Costs of administration, distribution, and any provision for stockholders or for contingency funds have
been estimated as follows:

For a national health proposal operated by Federal Government—7 roment of benefits paid.
For emd?loxer-emplozee plans operated on 35""“’ basis—10 percent of benefits paid.
For indlvidual health insurance policies—80 percent of benefits paid.
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ANALYSIS AND RESULTS

The final step is the analysis of each proposal, in terms of its trans-
ferred costs, induced costs, and the attendant income tax effects.
This analysis may involve such elements as (1) the distribution of the
population by income and family composition, (2) the liricing of
various benefit packages, (3) the ways m which individuals, health
insurance companies, or governments react to choices they are given,
and many others not easily estimated.

The results for each proposal are displayed by comparing table 4
(the fiscal year 1974 model as if no proposal were in effect) to the
similar display as if the proposal were adopted. The standard format
in which results are displayed includes transferred costs, induced costs,
and tax adjustments for each sector, but with emphasis on the effect to
the Federal taxpayer. The distribution of expenditures after a pro-
posal is effective is shown in a final column.

Consideration was given to recognizing uncertainty with respect to
induced costs by expressing them as a range, rather than the point
estimates actually shown. It is felt that any of the induced costs can
conceivably be wrong by as much as 100 percent, since techniques
for estimating induced costs with any degree of precision do not exist.
Renge estimates may also imply more certainty than actually exists,
by suggesting that the actual result will fall within the range. Range
estimates are also confusing and badly complicate the presentation.
The decision to use point estimates was pragmatic, and not intended
to suggest precision.

Program cost is only determined for any ‘pro’Bosal which has an
explicit provision in it to finance the program. he program cost is
shown in the supplementary cost estimate table of such proposals,
and a comparison with the financing is presented.

The cost estimates which follow include, in addition to the results
in the standard format, a descriptive section intended to make the
results understandable. The provisions which particularly affect
transferred and induced costs are highlighted, but for a real under-
standing of the provisions of each proposal reference should be made
to Part I of this report. The descriptive section states any important
assumptions or interpretations essential to the estimate, and com-
ments very briefly on the results found.



BYRNES BILL—H.R. 7741

Main provisions

1. This bill contains two programs—one requiring employers to
provide health insurance coverage with specified benefits for employees
and their families and the other a Federally operated program for
low-income families with children. Virtu all nongovernmental
employers would be required to make available through private in-
surance carriers a minimum standard health insurance plan covering
both full and part-time employees and their dependents but emplolyees
could choose not to join. The employer would have to pay at least
65 percent of the premium initially (increasing to 75 percent within
2)% years) with the em%oyee contributin§ the remainder. The Fed-
er o{)erated Family Health Insurance Plan would establish cover-

e for low-income families with children where eligibility would vary
with the family’s annual income ($5,000 maximum for a family of
four). It would be financed from Federal %enera.l revenues but would
require cost sharing from some covered families varying by family
income class.

2. Present governmental health Ki'oglrams including Medicare would
remain essentially intact, but the Medicaid program would be limited
to the afled, blind, and disabled persons. . )

Special group plans would be developed by insurance carriers for
employees of small ‘(under 100 employees) employers. The self-
employed and others not eligible for coverage undér an employer

lan, the Family Health Insurance Plan, or Part A of Medicare would
e eligible to purchase health insurance coverage through special’
private insurance ¢arrier group plans or pools. *

3: The badic-'employer benefit Elan must include inpatient hos-
pital rdom and board'charges with a 2-day deductible., Other hos-
pital care (inpatient and outpatient), all physicians’ services, and
vision care for children are covered subjeot to a deductible and' co-
insurance on a calendar year basis. The Family Health Insurance Plan
provides for 30 days of inpatient hospital care along with physicians’
gservices and a broad range of other services. There are limits on some
services and there are deductible and coinsurance provisions which
vary by famil{ income class. )

4. Applicable standards and reimbursement to providers of serv-

ices are similar to the Medicare approach. The proposal also includes
provisions designed to encourage the formation and use of health
maintenance organizations. ‘
_ 5. An employee would be subsidized by the Federal Giovernment
if the employer’s share of the average premium cost for employees
covered under a required 'Flan exceeds 4 percent of the average wage
paid to those smployses. The subsidy payment would bé ¢ "’q’uaéi Eﬁ“%&&'
amount of the excess multiplied by the number of employees for a
maximum of 10 employees.

(86)
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Transferred costs

1. For employees of 'nbhgovgarnmental employers, some costs of
health insurance for themselves and their dependents would be trans-
ferred from direct payment to group insurance. Some additional
takeove(li' by employers of employee contributions could also be
expected. )

2. State and local governments will gain because of the Federal
Efogram for low-income families and some of the direct payments of

dividuals will also transfer to this Federal program.

Induced costs

There are some induced costs because of the expansion (compulsory
on employers) of group health insurance.

Estimation assumptions

1. It is assumed that all of those working for employers on whom
the plan is compulsory will join.

2. It is assumed that those now under Medicaid though still
working will be covered by the Family Health Insurance Plan.

Comments on results

The total cost to the Federal Government under the Byrnes bill is
estimated at $3.0 billion (see table 5). It is estimated that the pro-
visions for subsidy payments to employers will transfer some $0.5
billion to Federal costs instead of to employer costs. The transfer
results in an offsetting change of about $0.1 billion in tax adjustment,
leaving a net change of $0.4 billion,



TaBLE 5.—Byrnes bill: Cost estimate

[In billions}

1974 model ! 1974 model
Sector before pro- Transferred Induced costs Change in tax after pro-
posal effective costs t posal eflective
Total oo ecmccememecm——a——————— $105. 4 20 +9$1.8 0 $107. 2
Private sector_ .o eccmcccecm————- 62. 3 —$0. 8 +1. ¥ —$0.6 62. 2
Individual direct payments_ .- .. 32.0 —4.1 +.1 +.3 28 .3
Health insuranee. _ .o o o oo e 26. 4 +3.3 +1.2 -9 30.0
Others (including voluntary givers). ... . ___._____._.__ 3 D e 3.9
Government SeCtor__ _ - - - oo 43.1 +.8 +.5 +.6 45.0
State and loeal taxpayers. _ _ . ______..__ 11. 1 —12 +. Y .. 10. 0
Federal taxpayers. - o o e e 32.0 I[42. 0] 3 [+. 4] 3 [+. 6] $35.0

? This model, identical for all proposals, is the fiscal year 1974 model, after tax adjust- 3 T'otal additional cost to the Federal taxpayer is sum of es in 3 brackets.

ment rounded to nearest $100,000,000.
2 Transferred costs, by definition, must add to zero.

¢.This figure represents the total Federal cost of all heal
ment,-and not the cost of the program proposed alone.

th programs, after tax adjust-



GRIFFITHS-CORMAN BILL—H.R. 22

Main provisions

1. This bill would provide broad health care benefits for all U.S,
citizen-residents and for certain alien residents.

(@) Professional services are provided without deductibles
or cost sharing, but with a maximum on the number of psy-
chiatric visits, and a maximum age on dental care.

(b) The bill also covers inpatient and outpatient hospital
care withoyt deductibles or cost sharing, but with a limit on
number of days for psychiatric patients, Skilled nursing home
care for up to 120 days, home health, services, and othen hon-
custodial institutional health care services are also provided.
This proposal specifically excludes domiciliary and custodial
institutional cars,

(¢) Inpatient drugs are generally covered. Outpatient drug
coverage is limited to drugs needed in the trratment of chronic
diseases or of conditions requiring es;iecially costly drug therapy,

(d) Appliances and equipment (including eye and hearing aids)
are covered, but with limits designed to keep these expenditures
within 2 percent of expenditures for all covered services.

2. The proposal includes provisions designed to reorganize the de-
livery of health services and to increase the supply of health care
manpower, and facilities. Emphasis is given to the encouragement of
the development of comprehensive health service organizations
through grants and loans, the encouragement of health professionals
to work on a salary or capitation basis, and a scheme to allow certain
organizations to share the savings brought about by low utilization
of institutional services. A fairly elaborate payment mechanism has
been developed in order to ensure that aggregate payments do not
exceed a predetermined budget. '

3. The program will be financed by a (a) tax of 1 percent on wages
and unearned income, (b) 2.5 percent tax on self-em})loyment, (c) 8.5
percent tax on employers payroll and (d) contribution from Federal
general revenues equal to the total receipts from taxes,

Transferred costs

1. The main thrust of the Grimiths-Corman ;iroposal is to trans-
for the vast majority of health costs to the Federal sector from each of
the other sectors.

2. The entire Medicare program for the aged would be specifically
eliminated by the Griffiths-Corman proposal.

Induced costs

1, Positive induced costs arise from sxpected inoresse in utili-
zation of practically all health services.

2. Some negative induced costs are due to measures to cut utilization
of health services, to put limits on the increase in unit costs, and to
promote more efficient use of health resources,

(89)
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Estimation assumptions
1. Dental care was assumed to be provided for only those under

age 25.

2. The Health Resources Development Fund was assnmed to be 2
percent of the program income (specified in the bill for the first year),
instead of the ultimate level of 5 percent of program income.

Comments on results

Table 6 exhibits transferred costs of $56.0 billion, the Federal share
of induiced' cost of $8.4 billion, and an offsetting change in tax adjust-
ments of $5.0 billion. The net additional cost to the Federal taxpayer
is therefore estimated at $59.4 billion. The resulting overall cost to the
ll)?ielalc}eral taxpayer if the proposal is adopted is estimated at $91.4

on.
As the Griffiths-Corman bill is one which contains financing pro-
visions, a pregram cost is computed (see table 7). The expenditure
under the Griffiths-Corman roiram is estimated to be $81.8 billion;
the financing provided by the bill is estimated to be $567.0 billion.



TanLE 6.— Griffiths-Corman bill: Cost estimate

{tn billlons)

2] l:;dal ' 1974 model

Sactor before pro- Transferred Induced costs Change fn tax after pro-
posal eflective custs adjustment posal effeetive
Lowat .- $105. 4 30 + 88, 4 0 $113. 8
Prcate sector L L. _... 02. 3 ~860.4 ... ... 4850 156, 9
L adual direet pavmenta 0 0 L 32,0 -~22,0 ..., 41,2 1.2
Health insurance e e emeea 20, 4 —28,3 ... +3 8 LY
(thers inelnding voluntary givem)..... ... ... 3.9 e 1 P 2.8
o Puinental sector L. 43. 1 +51. 4 +8.4 -8, 0 97.0
Suwte and local taxpavers . L L L. 11,1 e L T R 6. b
Federal taxpay ers e e e 32,0 (456, 0) (48 4) 1[~5,0) 91,4

Toul el deutb e (o alt m&uuh Is the husl yrar 1974 model, after tax adjust-
B o' A el o et §HUL RN
Vransterrw’ ats 0y Jdefintlion tuast sdd te tao

? Total additional cost to the Federal tux‘payor {8 sum of figures In 8 brackets
¢ This figura represents the totul Federa

cost of all health programs, after tax adjust-
ment, and not the cost of the progiam proposed alone.
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TABLE 7.—G@riffiths-Corman bill: Supplementary cost estimate—con~
version to program cost and comparwson with proposed financing

A. Conversion to program cost, fiscal year 1974: In blltions

1. Federal taxpayer share of total health expenditures after pro-
J)osal effective (from table 6).... ... .. . ___._... $01. 4

2. Adjustments to eliminate expenditures financed under other
(Programs ............................................. -85
3. Adjustment to eliminate Federal income tax effects.._....... -13
4. Program cost to Federal taxpayer. ... ...ceecececceceana.. 81.6
t————§

B. Com{)arlson with proposed financing, fiscal year 1974:

. Estimate of payroll tax—employee portion.......cececeeo... 7.7
2. Estimate of payroll tax—employer portion. .. .. oceeoeo... 20. 8
3. Estimate of general revenue financing proposed.....ceeeo.... 28.5
4, Program financing proposed. ... ...eeeeeeeoncrncoacanans 57.0
Underfinancing of program. .. ... oo ceceeccemeeann 24. 6

Underfinancing as a percent of finaneing provided. - - o eoeeeecoemanonn. 43



FULTON-BROYHILL BILL—H.R. 4960

Main provisions
1. This proposal permits a tax credit for premiums paid for quali-
fied private health insurance policies. The tax oredit is a percent of. fhe
gremium for basic coverage with those with low income tax lia-
ilities entitled to a higher credit than those with high income tax
liabilities, as illustrated at sample points below:

o
Tax liability: premium
NON@. weceecccccccacccccccccacocacacsnoncancoesnnn remctcncane 100
8100 . e cccrcccceracacccccmcoranacncasaanaboacaceancaannons 90
8300c.c.ccccccnccecarccaccccnacenscsccmcanamccanasaaaanacasnna 70
8500 e ccecicccccccccemamccecccccarcmcnmmecncccncacaaane 80
8700 acmcmcecccceccccccccccececaccccccccscaansnsnaaccecnnan . 30
$891. . ecceneccaccecacmeaceccncanea- ecammemcesecemnn. 10

Policies must include certain catastrophic illness coverige ih order
to be qualified. The catastrophic portion of the premium is fully
deductible as & tax credit. An employee, in computing the amount of
premiums against which he may take a tax credit on his personal
tax return, would count 80 percent of any contribution his em-
ployer makes to & qualified plan. Employers with qualified plans ma
continue to. tl('f&l} the premium as a business expgqnse. Employers wit,
a nonqualified plan;will only be allowed to take 50 percent of the
premium as & business expense.

2. The insurance policy must meet certain standards to be a quali-
fied policy eligible for tax credit. In particular, it must sffer specified
basic benefits, and certain catastrophic illness benefits, All fersons
cm:ild voluntarily elect coverage under the plan except those age 85
and over.

3. If the tax would be less than the tax oredit, the oredit is paid
to the taxpayer by voucher. Hence, the credit is:never lost.

4. The special tax credit is in lieu of the right to deduct health in-
surance premiums as a medical expense.

Transferred costs

1. Much of cost of insurance in force prior to the bill’s effect would
presumably transfer from the private sector to the Faderal Govern-
ment through tax credits.

2. Presumably substantial numbers of persons not now insured
(or inadequately insured) under individual polidies iould 'apply for
such insurance in order to qualify for tax credits. Some of this indi-
vidual insurance would insure health expenditures paid directly by
the individual; but some would replace State and local government
expenditures.
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3. The problem of estimating transferred costs is in estimating the
volume of voluntary purchase of new policies, when tax credits are
the incentive, and the extent to which gtoup policies will be upgraded
Le nvoid the tax penalty provided by the bill.

Induced costs

To the extent new private insurance ropresonts a transfer from
expenditures paid directly by individuals, induced services are to be
expected—but to the extent that new insurance arrangements replace
present Medicaid arrangements, such induced services are not
expected.

Fstimation assumptions

1. It is assumed that not all cligible persons will be covered by a
ualificd plan. Many employers will find it too expensive to intro-
duce qualified plans or upgrade oxisting ones. Higher income persons
may find the tax credit inadequate incontive to purchase individual
insurance. The table below shows the percentage of maximum credit
assumed to be claimed by the individuals.

Percent of
marimum
Tax liability: eredits

NN o o o e e e e e e em e e— e ———.——— 08
S 0 B100. . o eieccecmmeceee—m—————- 05
$101 60 8300 - oo oot enceencacas——a—————— 02
$301 0 B500. - - i eam—————————— 60
8501 t0 8700, - oo e mmme e ———————— H3
8701 t0 8890 . - eaceiiccesmcme———ceann- 650
Over 8800 .« c oo e eeeeiccieceaemnmemmemceemmcaea—n—————— 48

" 2. Internal Revenue furnished a distribution of income tax returns
by amount of tax liability using the 1973 tax levels and their most
recent tabulations from tax returns. From these data and tho as-
sum‘)tions in paragraph 1 above, we estimated’ the total special tax
credit and new insyrance premiums,

. H
Comments on results

1. Overall additional cost to the Federal Goverament shown in
table 8 is $6.3 billion. Most of the transfer to the Federal Government
shows up as a change in the tax adjustment, but the effect is the same
as a transferred cost.

2. The makeup of this estimate is as follows: 0 biltions
Individual tax oredits. . . - ..o oo eiieaas $0.0
Employee credit for employer's premium .. .. oo 1.6
Tax penalty for nonqualified plans._. . ... -2.9
Net additional tax deduction.. .. .cceecccmcmccccmmemccccacacacaaaa-- 0.4

Total. v e cceecccccmccccccccmccmmcacacaeeaan 80
Induced price increase....... ..o cccccccrccacnacncccccecnaaaaaaa 0.2
Reduction in Federal share—Medicald. ccueeueceauen-. wemeecmamm———— -19
Net additional cost to Federal Government......... cecmcccanememannan 6.3
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TABLE 8.—Fulton-Broyhil bil: Cost estimate

(In billions}

1974 model? i 1974 model

Sector belu;'pro Transferred Induced costs Change in tax after pro-
posal effectiva costs adjustment posal effective
Total . e eeeeea e $105. 4 20 454 1 $109. 5
Private 8eet0r . e oo - 62 3 +$3. 7 +3.9 —$8. 6L 9
Individual direet payments_______________________ 32. 0 —6.0 +.2 +.3 26. 5
Health insuranee__ . ___ . _ ... 26. 4 +9.7 +3.7 —8.3 31.5
Others (including voluntary givers} ... ____...__-__. B9 e eccm————————— 3.9
Governmental sector- . . . ______. e e mmemm—mm————— 43. 1 -3.7 +.2 +80 47. 6
State and loeal taxpayers_ . ___ __________________. 1.1 . T - T 9.3
Federal taxpayers________ _._____________________ 320 3[—19] $[+.2] 3[+8.0] +38.3

1 This model, ideatiesal for all istheﬁsmlymrlsumodel.atmmv 3 Total additional cost to the Federal yer is sum of in 3 brackets.
ment romdedwmsm«mm 2djost- 4 This figure represents the total Fedaalmmeostot all healtili\gg:'“ograms, after tax adjust-
Transluredcm,bydeﬂnmm maust ad2 to zero. ment, and not the cost of the program proposed alone.

g6



BURLESON BILL—H.R. 4349

Main provisions

1. This proposal provides for three voluntary health care plans.
Each plan would have the same benefit structure, but preiniums and
cogaymenb by an individual would vary depending on whether the
individual was covered under an employer plan, a State plan, or an
individual plan: The hasic benefits would be phased in over a period of
six years, thouyh-for cost estimation purposes it is assumed that all
benefits will be 1n effect by July 1, 1973.

2. The three population groups are:

(@) Workers and dependents—employer plan.
(6) Public assistance and low-income people—State plan.
(¢) All others—individual plan.

3. Reimbursement for care in institutions will be based on prospec-
tively approved rates which would, be reasonably related to the cost
of efficient operation. Physiciand and dentists would be reimbursed
on a reasonable and customary charge basis.

4. Benefits include the following:

(a) Hospitalization (300 days per year).
() Extended care facility (180 days per year).
(¢) Home health agency (270 visits per year),
E ) Physicians' sorvices.
¢) Dentists’ services except orthodontia.

) Prescription drugs.
(9) Eyeglasses.

5. A rango of copayments and a deductible are provided by the
bill. Health care institutions would be required to have an active
utilization review committee.

6. If an employer’s plan does not meet the requirements, he suffers
a tax penalty in that he loses half of the tax deductions he would
otherwise enjoy.

Iransferred costs

1. To a substantia] degree health expenditures would be transferred
from individual direct payments .to individual premium payments
em‘i)loyee and employer contributions towards group premiums, an
Federal and State governments. ) )

2. For State Fovernments, a large part of-the cost of operating the
State plan would be transferred to the Federal Government.

3. The Federal Government is also affected through tax adjust-
ments. Some employers lose & part of the deductibility of group pre-
xtmumsi); b(tlxt, additional group indurance is sold and adds to the employee

ax subsidy.

(98)
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Induced costs

1. Positive induced costs arise from expansion of insurance.

2. Negative induced costs are due to the emphasis on ambulato
benefits and prospectively determined reimbursement rates for insti-
tutions.

3. Increased administration costs arise from expansion of the
private insurance mechanism,

Estimation assumptions

1. Although the State plan ;l)roposed by the Burleson bill differs
considerably from the present Medicaid program in benefits, adminis-
trative procedures and financing, it has been assumed that the esti-
mated expenditures under the Medicaid program in the absence of the
Burleson program would still be spent either through the State plan
or in providing su(laplementmg beneéfits, .

2. 1t is assumed that benefits for about one-third of the employees
covered under existing emploger group }l)lans would be upgraded to
the benefit standards provided by the bill but that employers would
lose part of their tax deductions on the remaining two-thirds,

3. The membevs of the low income population who would be
eligible for coveragﬁ under a State plan consist of two grougs:

g Group A—Those whose premiums are paid completely by the
tate.
Group B—Those who pay a portion of the premium while the
State underwrites the remaining portion.

It was assumed that all the members of Group A would be covered
under a State plan. Those of Group B not covered under an upgraded
emplglyﬁr plan would be covered under-a State plan,

4. The percentage of Federal reimBursement to a State for the
operation of a qualified plan was assumed to be 80 (the midpoint of the
70 percent-90 percent provided for by the bill).

Comments on results

Table 9 shows transferred costs to the Federal tax&ayer of $8.2
billion. The Federal share of induced costs is $2.1 billion and the
Federal change in tax adjustment is —$3.0 billion, The net additional
cost to the Federal taxpayer is therefore $7.3 billion. The resulting
overall cost to the Federal taxpayer is estimated to be $39.3 billion,



TasLe 9.—Burleson bill: Cost estimale

{1n Wiltlons}

o ) T T 10;4 model I“ ) T T - T ) L] lI;(Nll'l

Sector hoforo pro- Transferrd Induced costs Change tn tux ufter pro-
posal effective custs ud]ustnwm powl effectivo
Totalon oo feeccucasnan ceceeeaa $103. 4 10 +$4 8 0 $110. 2
Private seotor. - o ooo . i iiceiiaaaae. 02,3 -850 +2.6 +83.0 62, .
Individual direot payments... .. ... .. .. ... 32,0 -111 40.2 +0,6 21,7
Hoalth fnsuranee. ... ... ... .. o oo 20, 4 +5.5 +2.4 +2.4 oY, 7
Others (including voluntary givers)...... . ....... B0 e e 3.0
Governmental seotor. . - ..o ..ol 43, 1 + 5 6 +22 ~3.0 47,9
State and looal taxpayers_ ... ... .. . 1, 1 +0,1 ... 8.0
Federal taxpavers... ... ........ ... e e 32,0 ! H 8. '2] I+ 1) 1{--3.0) 130,38

i "'l—.‘l:lsVnuxlvl l(lt-—nllx;lhforAn :m);n‘ls, l; ;h» fisenl ;t:nr 1074 model, nlu»r tax adjust. -—‘ ';‘ot;l Nlt"“o;;ll cost (o the P:';Ior:\;;u\ mw; l: su;n ;;f figures l-u‘a brag! kch

ment rounded to nearest $100, ¢ This figure repreaents the totad Federa) cost of all henlth progiams, after tax adjust-

1 Pranslerred costs, by defirition, must add to zero. ment, and not the cost of the program proposed alone,

&



DINGELL BILL—H.R. 48

Main provigions

1. This proposal would establish a national health insurance pro-
rram covering nearly all vesidents of the United States. The medical
yenefits are very broad, with nursing home care the only important
area excluded. There are some limitations on number of (Klya covered
in hospitals. Unusually expensive drugs are covered.

2. The program is financed by a payroll tax, and for those not
employad through Federal-State general revenues, Initially Medicare
would continue to exist, but it is intended that eventually it be
absorbed into the national program. Medicaid and other Federal-
State assistance programs would finance the cost for those for whom
payroll taxes are not paid,

3. There is syxme attempt to control health expenditures via the
financial and administrative provisions, Administration is largely at
a State level.

Transferred costs

Nearly all health expenditures not already in the Federal Govern-
ment sector would be transferred to that sector. However, health
e#)ond(}tures of State and local governments would not be materially
affected.

Induced costs

Transfer of a substantial portion of health insurance expenditures
from paid by individuals to paid by social insurance results in sub-
stantial induced costs.

Estimation assumptions

It is assumed the Medicare program will continue under its present
form and will not bo incorporated under the Dingell program until after
fiscal yoar 1974.

Comments on results

Table 10 oxhibits transferred costs of $55.2 billion to the Foderal
taxpayer, induced costs of $11.3 billion, all in thc Federal area, and an
offsetting chango in tax adjustments of $6.2 billion. The net additional
cost to the Federal taxpayor is, therefore, vstimated at $61.3 billion
and the resulting ovorall cost of health expenditure to the Fedoral
taxpayor is ostimated at $93.3 billion. '

As the Dingell bill is one which -contains financing provisions, a
jl))rogram cost 18 computed (see tablo 11). The expenditure under the

ingell program is estimatod to be $68.2 billion; the financing {n'o-
vided by the bill is estimated to bo $22.7 billion plus an unspecified
amount of general revenue financing.

(09)



318Y1IVAY AJOJ 1§34

Tasre 10.—Dingell bill: Cost estimate

{In billions]
1974 modél + ' 1974 model
Dbefore ‘Transferred Induced
) eﬁw costs Change in tax after ecr%ve
Total . o emeeceem mmmemem $105. 4 20 +81L 4 0 $116. 8
Private 86600 _ - — = - oo oo 62 3 —$53.6 +85. 2 13.9
Individual. dneotpayments ....................... 32-0 —26.6 e +L5 6.9
Healfh MsSuranee - e ccceccomemrcmccccccmeaee 26. 4 —27.0 e +3.7 31
Others (including voluntary givers)_—______________ 3O e 3.9
Governmental 8eCtOr.. oo o e oo 43-1 +53. 6 +11 4 —5.2 102. 9
State and local taxpayers. - eao 1L 1 —L1L6 4. . 9.6
Federal $axpayers. . - . oo ccccco e 32.0 3 [+55. 2] 3 [+1L 3] 3[—5.2] 493 .3
1 This model, identical for all s the fiscal year 1974 model, after tax adjust- ‘Totaladdiﬂomleosttothel’edemlmxpayuh of figures in 3 brackets.
mentroundedto $100, 4 This figure represents the total Federal cost of all health programs, after tax adjust-
Tnnsfuredecsts,byddniﬂm,mmtaddtom ment, sud not the cost of the program proposed alone.

001
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TABLE 11.—Dingell bill: Su pplementary cost estimate—conversion to
program cost and comparison with proposed JSinaneing

A. Conversion to program cost, fiscal year 1974: In billions

1. Federal taxpayer share of total health expenditures after pro-
J)osal effective (from table 10)....___________ 7 $93. 3

2. Adjustments to eliminate expenditures fingneed under other
TOGTAMS. o o . - o e -24.0
3. Adjustment to climinate Federal income tax effects.._._..._. -11
4. Program cost to Federal $AXPAYOr . o e e, 68. 2
—_—

B. Comparison with proposed financing, fiscal year 1974;

1. Estimate of payroll tax—employee portion...___._..__.___. 1.7
2. Estimate of payroll tax—employer portion. ... ... ______ . 110
3. Estimate of general revenue financing proposed..._ ... ... 0]
4. Program financing proposed. . ... oo oo 122, 7
Underfinancing of program..._.._. P e ememeaecemmoe— .. 45 5
Underfinancing as a percent of finaneing provided........ - v 200

1 Intention of bill scoms to be that renoral revonue financing is to he provided, although the aniount thereof
1s dificult to Interpret. Any general revenue financing would tend to reduce underfinaneing illustiated.



HALL BILL—H.R. 177
Main provisions

The types of benefits provided under this program include all
health expenditures which are eligible under present Federal income
tax laws as medical expense deductions.

The Hall bill consists of two separate but related programs:

Part A—a progmm for the medically indigent replacing Medi-
caid financed jointly by State and local governments and the

“Federnl Government through general revenues.

Part B—a catastrophic health insurance &)"ogmm covering all
other persons, financed by a payroll tax. This program covers
90 percent of health care costs above a specified annual deductible,
‘dedned as the larger of (1) $5,000 for porsons or families under
age 65, or $1,000 for persons age 65 or over, and (2) 25 percent of
individual or family gross income.

Transferred costs

1. Part A results in a small transfer from individual direct payments
to State or local governments and to the Federal Government.

2. Part B is essentially a transfer from individual direct payments
to Federal social insurance. With the high deductible established, a
relatively small amount of transfer comes from the private insurance
sector.

Induced costs

1. Some induced cost arises from Part B, as services previously paid
from individual resources aro transforred to a social insurance arrange-
ment,.

Estimation assumptions

1. The cost estimate assumos, with respect to Part A, that the level
of modical indigence is set at the Bovorty level, and the “average
cost of adequate care’” which would be covered under the bill is set so
that one-half of the cost of tho coverage provided is below such
coverage. If so, the States are required to pay 57.56 percent of the cost
of the basic coverage of tho medically indigent. Tt is assumod that all
iStgtes will have programs that insure all those who are medically
ndigent.

2.g It is assumed that the States will provido coverage to the medi-
cally indigent for all health expenses which are defined under the
Federal income tax law as oligible medical oxpense deductions. This
coverage is broader than the benefit coverages under the existing
Medicaid programs.

Comments on results

Table 12 shows transferred and induced costs, to the Federal
Government, of $3.2 billion.
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The program cost for Part A, ignoring the offsetting releasc of
expenditure from the Medicaid program, is estimated at $12.8 billion.
It is assumaod 57.5 percent will be paid by State and local governments
while the Foderal Government pays the remainder,

The program cost for Part B, ignoring the offsetting transfers arisin
from tax adjustments, is estimated at $3.2 billion, completoly finance
by the Federal Governmont.



TaBLE 12.—Hall bill: Cost estimale

{In billlons}
Soctor 'r'!’«fn“r}".‘.'r‘l'»' Transferred snduced costs Change in tax lﬂt‘c:n or‘:-l

posal oftective costs adjustment posal effoctive

Total. e cemeecemccccrecccccnccnnrcaanacanase $105. 4 10 +82.2 - 0 $107. 6
Private 8000F. ... o cceeernnaeeeaonncacccenaaas sean 02 3 -$.1 40,6 +$0, 2 £9.0 =
Individual dircot payments. . o eeccececaeoceaa-- 32.0 -4,0 40,3 +0.2 2885 &

Health inSUraN0C. ... aceeeccceccancarenacsamensn 26,4 -0.1 403 e eeeen 20. 6

Othera (Including voluntary givers).......cocuenacae B0 e ieccceiiciiccciccaimcaanan- 3.0

Governmental 860tOr .« .. oo oeeer e cncccccccscananea 43,1 +4.1 +1.6 -0, 2 48, 6

State and loocal taxpayers. - - o ceeecneamannncann. 11, 1 +17 406 e 13. 4

Federal $axpayers. . .« c.coccnacoccccacaaccvencs 320 11424} $[+1.0) 1{-0.2) 1352

1 This madel, tidontieal for all %ggosm, iy tho fiscal year 1074 mcdel, after tax adjust. 1 Total addltlonal cost to the Fodera! taxpayer Is sum of ﬂl.mmh 3 hrackots,
ment roanded to nearost $101,00),000, § This figure represents the total Federal cost of all health prograins, ufter tux adlist-

1 ‘I'ransferrod costs, by definftion, must udd to zoro. mont, and not the cost of the program proposed alune.



HOGAN BILL—H.R. 817
Main provisions

1. This proposal endeavors to encourage the voluntary purchase of
rivate health insurance to cover the expenses of catastrophic illness.
he insurance policies contemplated would have a family calendar

year deductible, the amount of which is determined by family income
and number of family members. For a family of four, in fiscal year
1974 the amount of the deductible would be as follows:

Calendar year deductible
Annual family income In dollar As porcent of
amount 1ncome

$4,000 0r beloW . o oo ece e ceaee None None
85,000 e e e eecccccccca—cm e $500 10
$6,000. oo e ccecccmena 1, 500 26
88,000 e cceccccc e ccma———an 3, 600 44
$10,000. oo v cem e 6, 500 b5
815,000 o e emcmaas 10, 500 70
825,000 e e e ccemmac e 22, 500 90

2. Other f)rovisions of the coverage would be worked out by the
private health insurance industry, under regulation by both State
msurance departments and the Federal regulatory officials.

3., The Federal Government would' subsidize the premium cost in
an undetermined amount in order that &ll risks could acquire insur-
ance at reasonable rates, and that a High percentage of individuals
would join, ' |
Transferred costs

1. To the extent that catastrophic health golicies are paid for by
the private sector, no transfer to the Federal Government takes place.

2. However, it seems clear that the }mrposes of the Lill can be met
only if a substantial Federal subsidy of the premium cost is involved.
Otherwise, low income families are not likely to purchase insurance
because the premium rate, for a Folicy with little or no deductible, will
be too high. High income families are likewise unlikely to purchase
coverage, because the substantial deductible makes the coverage
unattractive. Any Federal subsidy involves a transfer from the private
sector, or from State and local taxpayers, to the Federal taxpayer.

Induced costs

To the extent the contemplated insurance is sold, induced costs can
be expected in accordance with the general principles of induced costs
arising from the health.jnsuganoe mechanism.

Estimation assumptions.

1. The key element to the cost estiimate for this bill is the amount of
any Federal Government subsidy of the catastrophic health insurance
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premium. The transferred and induced costs can be anything that
the Federal Government chooses to make them, since the bill is silent
with respect to the level of Federal subsidy. Therefore, this bill cannot
be estimated except by means of an assumption as to the subsidy level.

2. This estimate is based on the arbitrary assumption that the
stitbsidy from Federal funds will be 50 percent of premiums, uniformly
over all income levels. This means that low income families would get
a 50 percent Federal subsidy of a large premium insurance policy (due
to the low deductible); high income families would get the same 50
percent Federal subsidy of a small premium insurance policy (due to
the high deductible).

3. Tt is further assumed that, for low income families now eligible
for Medicaid, the nonfederalized 50 percent cost would be paid from
State or local government resources. The net effect would be not too
different, with respect to the lowest income group, from the situation
today, where Federal and State governments share the cost of medical
care. ‘

4. For relatively low income families above the Medicaid level, it is
assumed that only 70 percent will join. The premium cost for those who
join would be borne 50 percent by the Federal Government, 24 percent

y employers, 24 percent by State or local governments, and 2 percent
by the individuals covered.

5. For middle and high income families, 80 percent participation is
assumed. The Federal Government will subsidize 50 percent of the
premium cost and the remainder would be paid 30 percent and 20 per-
cent by employer and individual, respectively.

Comments on results

The overall cost of this proposal to the Federal taxpayer, under the
definitions of this study, 1s estimated to be $3.3 billion as shown in
table 13. This estimate is not very meaningful, however, since the bill
is incomplete with respect to the level of Federal subsidy intended. If a
higher level than the 50 percent subsidy is assumed, the cost estimate
would be more than proportionately higher, since more voluntary (and
subsidized) insurance would come into existence. With a lower level
of subsidy the cost estimate wotld be more than proportionately lower,
and very little catastrophic insurance would be purchased.
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TaBLE 13.—Hogan bill: Cost estimate

{In billions)

T T

Sector before pro- ‘Trausferred Induced costs Chauge in tax alter pro-
posal effective costs adjustinet posul effective
Total . e ccaaaa $105. 4 20 +$2.3 0 $107. 7
Private seetor. .. ... 62.3 —$4.2 Fo7 + $0. 2 59.0
Individual direct payments... . ___._______ 32,0 —-4.7 +. 4 +.2 27.8
Health insurance.. ..o o oo L. 20. 4 +.5 o4 oL 27. 3
Others (including voluntary givers).... ... .. ._.. 30 e it e 39
Governmental seotor . - o - oo aaea.o 43,1 +4.2 +1.6 —-.2 487
State and loeal taxpayers. ... ... __.__.__. 111 +L7 | JU 13. 4
Federal taxpayers. - oo eaes 320 3{+2 5] 3[+41.0) 3[(—-0.2] 435,

1 This mod +1, identical for n(%)&%mmls. is the fiscal year 1074 model, after tax adjust- 3 Total additlonal cost to the Federal taxpayer is sum of figures in 3 brackets,
ment rounded to nearest $100,000,000, + This figure represents the total Federnl cost of all health programs, after tax adjust-
? Pransferred casts, by detinition, must add to zero. ment, and not the cost of the program proposed alone



FISHER BILL—H.R. 1283

Main provisions
1. This proposal permits a tax eredit for premiums paid for qualified
private health insurance policies. The tax credit is a porcont of tho
Kremium, with those with low income tax liabilitios ontitled to a
igher credit than those with high incomo tax liabilities, as illustrated
at sample points below:

Taz
credit
as per-
cent of

Tax liability: premium
$300 orunder. o v ecccccccacmcacccmcmaaaan 100
8500, e ecncmcccemcevceccmcmcmcasamecmemecm-mcem—————— 73
8700, e e e cccceccmceececccecceeceecmemmmmeeamm—————— 45
$900. .« e cmecccccccmcmcmcceececmneccmmemcerama——— 22
81,100 e cccccecccccececcccmccnenmr o 20
81,300 e e cccmeccccmcccmecccmmmecccmmme—vmea— = 12
Over $1,300 e e oo ecccceccmmcccccccccanaeaan 10

2. The insurance policy must meet certain standards to be a qualified

Eolic eligible for tax credit. In particular it must offer specified basic
enefits, and one or more specified supplemental benefits. Coverage

under Parts A and B of Medicare meets the requirements of the basic
benefits. Hence, enrollee premium for SMI can count for purposes
of computing tax credits.

3. If the tax would be less than the tax credit, the credit is paid
to the taxpayer by voucher. Hence, the credit is never lost.

4. The special tax credit is in lieu of the right to deduct health in-
surance premiums as a medical expense.

5. A Peer Review Organization would be established as a utiliza-
tion control mechanism for Medicaid, Part B of Medicare, and for
qualified policies under the proposal.

Trangferred costs

1. Some of the cost of individual insurance and of the employee
contribution to group health insurance premiums (and SMI enroflee
})remium) in force prior to bill's effect would presumably transfer
ror(?l the private sector to the Federal Government through tax
credits.

2. Presumably substantial numbers of persons not now insured (or
inadequately insured) would apply for individual insurance in order
to qualify for tax credits. Some of this insurance would insure health
expenditures currently paid directly by the individual; but some would
replace payments by government and some would replace group in-
surance premiums paid. (109
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3. The tproblmn of estimating transferred costs is in estimating the
volume of voluntary purchase of new individual policies, when tax
credits are the incentive, and the extent to which group policies will
bo upgraded due to employee pressures. It is assumed that 30 percent
of workers will be covered by qualified group plans.

Induced costs

To the extent new insurance represents a transfer from expenditures
paid directly by individuals, induced services are to be expected—but
to the extent that new individual insurance replaces other insured or
Medicaid arrangements, the only costs induced by this bill are in the
area of cost of administration.

Estimation assumptions

1. It is assumed that not all eligible persons will be covered by a
qualified plan. Many em(floyers will find it too expensive to introduce
gualiﬁed plans or upgrade existing ones. Higher income persons may

nd the tax credit inadequate incentive to purchase individual insur-
ance. The table below shows the percentage of maximum credit
assumed to be claimed by the individuals.

Tax liability: Percent
Less than 8300 - oo icecccmceccceaa 96
$300 to $449____ .. e mmemeacmamemmmememmmeeemme—emmmmm————— 50
8450 t0 $574 e cccccccmcccceaea 40
8575 t0 8724 . . e cececcmccmmcm——————- 38
8725 10 $1,100 . _ e ccccccccmacce————an 35
81,200 to $1,299. e cccccccccncamac———a 33
More than $1,300 -« o o oee e ecciecccecaccaaae 33

2. Internal Revenue furnished a distribution of income tax returns
by amount of tax liability using the 1973 tax levels and their most
recent tabulations from tax returns. From these data and the assump-
tions in paragraph 1 above, we estimated the total special tax credit
and new insurance premiums. )

Comments on results

1. Overall additional cost to the Federal Government shown in
table 14 is $10.3 billion. This increase to the Federal Government
shows up as a change in the tax adjustment, but the effect is the same
as a transferred cost.

2. The makeup of this estimate is as follows:

In billions

Tax credits. - oo caccccecccccccmcccccencmcacananas $12.3
Net additional t8X. ... - ceerer ccceceecceccccccccecacccemmn——an 0.2
TOAL. - e e eeee e cencnce———acaceeee——sem——————— 12. 5
Induced price InCrease..-av e oo ccoceceecieccccecccccccccccccnanaaa 0.2
Reduction in Fedoral share—Medicaid. ... cccaeaaa... fesenccnnnanaes —-2. 4

Net additional cost to Federal Government. ... cceooooaeomaaaaanooo 10, 3

Al



TasLs 14.—Figher bill: Cost estimate

{in Lililons)

N T o B T 1014 lllﬂ(l’(‘“ T T T T 1074 lllodt‘l‘

Sector Ixlore pro- Transferred Tidduced costs Change in tax after pro-
. posal effective costs adjustment posul effective
Total. o oo $105. 4 10 +$3.7 0 $109. 1
Private seotor. - _ oo 062, 3 +$4.8 +3.5 ~$12. 5 58,1
Individual direct payments___ .. __ ... ... 32,0 —4,9 +. 4.2 27. 5
Health insurance..._ ... . . . ....__. 20. 4 +9.7 +3.3 —-12.7 20. 7
Others (including voluntary glvers) ... .._..__._. B O e icmaceaens 39
Governmental seetor_ ... eiicoio.o. 43. 1 -4, 8 +.2 +12.5 510
State and local taxpayers...... .. . oo ooici..a.. 1.1 A S 87
Federal taxpayers . ... .. ... 32.0 3 [ -2 4] I[+.2) 3412 5] ‘ 4‘2. 3

VThis model, identlcal for a m‘ma)mk is the fisenl year 1974 model, ufter tax adjust-
ment rotuded to nearest $100,
2 Transferted costs, by donnlllon must add to 7ero

3To|n| additional cost (0 the Federl tax {myer is sumn of tigures in 3 hrackots
4 This figure represents the total Federa

cost of ull health programs, after tux adjust-
nient, and not the cost of the progam propoesed alone.

o1t



BENNETT BILL—S. 1623

Main provisions

This proposal has provisions which are identical with the Byrnes
bill, except that the Bennett bill does not include the provisions for
subsidy payments to employers by the Federal Government which are
contained in the Byrnes bil{

The net change 1n cost to the Federal taxpayer because of the Ben-
nett bill is estimated to be $2.6 billion and one-quarter of this is the
change in tax adjustment (see table 15).

(111)



TanLE 15.—Bennett bill: Cost estimate

{In biltions)
Becto Peforae. Trantered  Inducsdcosts  Changein tax ) s e
() n

d posal eagouvo costs wmugment posal wm-u“
Total. e oo cciecaaaa $105. 4 10 +$1.8 0 $107. 2
Private 8eotor. - - o ceveececeecemeccmcceenceeae———— 62 3 —$0. 4 +1.4 —$0.7 . 2.6
Individual dircot payments. _..ceeoveeoeeeanaaan 320 —~4.1 +. 1 +.3 283
Health Insurance. .cc oo ccoeeuce oo cicccacaces 26. 4 +3.7 +1.3 -1.0 30. 4
Others (inclading voluntary givers) ... _-.._... | SRR 3.9
Governmental 88640P_ _ .o oo oo cmeencenna———— 431 T 4.4 +.4 +.7 46
State and local taxpayers. . . oo ococeavuacancanaon 11. 1 -1.2 ol . 10.0
Federal taxpayers. . - oueuemccmnccacaan 32.0 1(41.6) 8 [+. 8] $[4.7] 134.6
1 This model identical law is the fiscal yoar 1974 model, after tax adjust. "l‘otul additional cost to the Federal taxpayers in sum of figures in 8

mmt rounded to nearest bra
1 Transferred costs, by deﬂnmon. must add to zero. GTMn figure represents the total cost of all health programs, after tax

adjustment, and not the cost of the program proposed alone,

(441



SRR ! LONG BILL—S. 1376
Main provigions S ’ ,

1. Thid proposal provides, under the Medicare program, a package
of catastrophic insurance benefits for those under age 65 who are
cutrently or fully insured under the Social Security program, including
the ones who are currently receiving cash benefits.

(@) In the area of institutional services, covered services are

- generally the same as Part A of Medicare, and consist of hospital
inpatient services and extended care services following hospitaliza~
tion. The first 60..days of hospitalization.in any calendar year
#re-not covered (but with a carryover provision) and thereafter
program pays approximately 75 percent. For those transferred to
an extended care facility after 60 or more days of hospitalization,
the program pays approximately 75 percent of the cost of ex-
tended care facility services. There is a 190-day lifetime limit
with respect to psychiatric hospitals.

(®) In the area of physicians’ services and related medical
expense, covered services are generally the same as Part B of
Medicare. For these services, there is a $2,000 dynamic calendar
year family deductible, and a 20 percent coinsurance requirement.

(¢) Benefits not covered are generally those excluded under
Medicare—prescription drugs, eye and hearing aids, dental care,
and private duty nurses.

2. This proposal incorporates the cost and utilization controls of the
Medicare program.

Transferred costs

1. The important transfer is the transfer to a Federal social insurance
system of the expenditures within the defined catastrophic insurance
benefits, from individual direct payments. A small portion is the
transfer from the private health insurance mechanism, and from
State and local governments.

2. A much less important transfer is the elimination of certain income
tax deductions for major health expenditures incurred.

Induced costs

1. Induced services are particularly likely when insurance steps in
after a person’s health expenditure has already exceeded the in-
dividual’s ability to pay. )

2. Control measures incorporated are helpful in reducing induced
costs,

(113)
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Estimation assumptions

1. It is assumed that the dollar amount of the dynamic family
deductible would be approximately $2,150 over fiscal year 1974.

2. To the extent that program expenditures replace expenditures by
other parties, such transfer is assumed to be entirely the replacement
by Federal expenditures of payments by individuals. It is assumed
that the coverage undet individual and group policies will be broadened
rather than the premiums reduced. Expenditures by Federal or State
or local governments for setvices that will be paid by the new catas-
trophic ﬁlness program are assumed to be dlvertedy to pay for the
types of services not covered under this program.

Comments on results

Table 16 shows a total additional cost to the Federal taxpayer of
$3.1 billion.

Table 17 recasts the above results to elimihate the income tax
effects, and indicates a program cost of $3.1 billion. It also indicates
that the proposed financing for the bill is approximately equal to the
program cost.



.

TaBLE 16.—Long bill: Cost estimate

(10 biltions}

l;m model ¢ T 1974 model

Soctor belore pro- Transferred Induced costs Change in tax alter pro-
posal effective costs adjustment posal effective
Total. et $105. 4 10 +81.1 0 $106. 5
Private sector_ _ . . .. aeo.. 62.3 —$2. 4 +.3 +$.1 60. 3
Individual direct payments.._. ... ._..____.___._. 32.0 -2.2 +.1 +.1 30.0
Health insurance.. . ... _________________ 20. 4 - +.2 . 20. 4
Others (including voluntary glvers) . ... __..__._.__ B e eecemeeacaena 3.9
QGovernmental 8660 . - o o o oo eecacancaans 431 +2.4 +.8 -1 46. 2
State and local taxpayers__ .. ... . ... ) g R AR 11, 1
Federal taxpayers_ .. ... ... ____... 32,0 1[4+2.4) 3{+.8) 3[—.1) +35, 1

§ This model, identical fm' all 008) ommla is the fiscal year 1974 model, nfter tax adjust

ment rounded to nearest
3 Trausferred costs, by ennlllon, must add to zero,

ment, and not the cost of the program pro;

) 'l‘c'nal additional cost to the Federal taxpay er is sum of figures in 3 brackets.

figure repreacnts the totul Federsl cost of ull health programs, after tax adjust.

posed alone

11
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TABLE 17.—Long bill: Supplementary cost estimate—conversion to
program cost and comparison with proposed financing

A. Conversion to program cost, fiscal year 1974: In biltions
1. Federal taxpayer share of total health expenditures after
J)roposal effective &from table 16) ... ... $35. 1
2. Adjustments to eliminate expenditures financed under other
J)rograms ............................................. —25. 8
3. Adjustment to eliminate Federal income tax effects.- .. ...... ~-6.2
4, Program cost to Federal taxpayer- . oo ooooaaaoao.o 3.1
B. Comparison with proposed financing, fiscal year 1974:
1. Estimate of payroll tax—employee portion.._______.______. 1.6
2. Estimate of payroll tax—employer portion. ... ... ..._. 1.6
3. Estimate of general reverue financing proposed. .. ... ... ...._.
4, Program financing proposed . ... e 3.2

Overfinancing of program. ... oo oo ccceciccccnee- 1
Overfinancing as a percent of financing provided. . .cooeeececemcceann.. 30



JAVITS BILL—S. 836
Main provisions

1. This bill extends the present Medicare benefits now available only
to those age 65 and over to the general population. The initial extension
is to those eligible for disability insurance benofits under the present
Social Security system; but 2 years later the benefits are extended to
all persons not previously covered who are resident U.S. citizens or
resident aliens admitted for permanent residence.

2, In addition to the Part A and Part B Medicare benefits, certain
other benefits are added. These are annual physical checkups, dental
care for children under 8, and a limited drug benefit for persons with
chronic diseases. : . .

3. Financing is roughly one-third from employees, one-third from
employers, and one-third from Federal general revenue. There are,
however, provisions whereby an employer can “opt-out” of the social
insurance system by providing equal or better benefits with an
emplovee contribution of no more than 25 percent.

4. The cost control provisions already associated with the Medicare
program (including the copayment areas) are included. There is also a
provision for a special study of reimbursement methods. There is
encouragement of the formation of comprehensive health care organi-
zations through grants and loans.

Transferred costs

1. Most health expenditures can be expected to transfer to the Fed-
eral area. Some expenditures will remain in the private sector, and co-
gayment. areas for the medically indigent will presumably be financed

y State or local governments,

Induced costs

1. Induced costs arise from the transfer of health expenditures from
direct payments by individuals to the social insurance arrangement.

2. Tﬁe copayment features in the benefits provided might be ex-
pected to act as a brake on induced costs, if private insurance does not,
1n its adjustment of its coverage, insure most of these areas.

Estimation assumptions

1. It is assumed that the right of an employer to “opt-out” (by
providing as good or better benefits) is not, from his viewpoint, a
practical alternative, and hence the option will seldom be elected. To
so elect, the employer must assume three-fourths of the cost of the
b~uefits for his employees, whereas under the social insurance arrange-
ments, he pays approximately one-third. Employees and employer
together must pay all of the benefits under the option, but only two-
thirds under the social irsurance arrangements.

(117)
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2. It is, on the other hand, assumed that employers, especiall
those who now provide higher levels of benefits than the proposal, will
tend to enrich their employee plan by providing through private in-
sutance some of the benefits not provided by the Javits program.
Hospital benefits beyond 90 days, copayment areas, and catastrophic
illness benefits are og'vious targets, It is assumed that 50 percent of all
employees will benefit from additional employer-sponsored health
insurance.

Comments on results

Table 18 exhibits transferred costs of $37.8 billion to Federal tax-
payers, a Federa! share of irduced cost of $6.9 billion, and an offsetting
change in tax adjustments of $3.1 billion. The net additional costs to
the Federal taxFayer is therefore estimated at $41.6 billon, and the
resulting overall cost of health expenditures to the Federal taxpayer,
if the proposal is adopted, is estimated at $73.6 billion.

As the Jawits bill is one which contains financing provisions, a pro-
gram cost is computed (see table 19).



TasLe 18,—Javits bill: Cost estimate

{In billions)

1974 model ! 1974 model

Sector before pro- Trausforred Induced costs Change in tax after pro-
posal effective costs adjustment posal effective
Total. - e eececereeceman—aa $105. 4 20 4-$7. 6 0 $113.0
Private seotor.. . . ... 62, 3 ~$34. 0 +.5 +$3. 1 31. 3
Individual direct payments. ... ... ... 32.0 -13.1 +.3 +.7 199
Health insuranee. .. ... ... . ..o _.... 26. 4 —-20. 8 +.2 +2. 4 82
Others (including voluntary givers) .. _.__._ .. ... 3.9 e A 3.2
Governmental sector. . .. ..o s 43.1 +34.6 +7.1 -3.1 81.7
State and local taxpayers. . ..o ooa.... 1.1 -3.2 +02 s 8.1
Federal taxpayers. .. ... ————— 32,0 3{4-37. 8} 1[+6.9) 1I-3 1 173. 0

1 This model, idontical for s(ln&) ogsoaals. is the fiscal year 1974 model, after tax adjust- 3 Total additional cost to the Federal tax Payer i3 sum of figures in 3 brackets,
ment rounded to nearest 1Th represents the total Federal all health programs, after tux adjust-

is
* Transferred costs, by ennmnn. must add to zero. ment, an?lanot the cost of the program proposed alone.

611
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TaBLE 19.—Jawits bill: Supplementary cost estimate—conversion to
program cost and comparison with proposed financing

A. Conversion to program cost, fiscal yasr 1974: In billtons
1. Federal taxpayer share of total health expenditures after pro-
posal effective (from table 18" .. .. . ___._. $73. 6
2. Adjustments to eliminate expenditures financed under other
PrOGIamMS. . o oo ccccccmcaccaccacaccecmmemcc—cao —11.4
3. Adjustment to eliminate Federal income tax effects.......... -3.2
4. Program cost to Federal taxpayer. ..o eeeeccnccnn-- 59.0

Nore.—The Javits bill proposes a gradual ghasing-in of benefits and of the
population covered under the ?rogmm. The $569.0 billion ero am cost shown
above assumes all benefit provisions of the proposal are in full effect for fiscal year
1974, and all resident U.S, citizens are being covered. These assumptions are
not in accordance with the actual provisions of the proposal. When the financing
provisions of the bill are compared with the benefit provisions, the proposal con-
taius adequate financing for the program at least through fiscal year 1974,



PELL-MONDALE BILL—S. 703

Main provisions

1. This proposal requires most employers to provide, without cost
}o e;;;ployees, a package of health benefits for employees and their
amilies.

(¢) In the areas of professional services and drugs, there are
no copayment areas, and special provision is made for one diag-
nostic examination per dvear, optometrist services, and some
services of podiatrists and chiropractors. Dental services are not
covered.

() Hospital stays are covered for 12 days per caleridar year,
after the first 2 days. Skilled nursing home stays up to 10 days
are covered, as are all hospital outpatient services.

(¢) The package also includes catastrophic insurance without
coinsurance, but with a calendar-year family deductible equal
to 25 percent of family income.

2. This proposal attempts to avoid overutilization of health services

(a) Regulations issued by DHEW to insure that services are
medically needed or are for a preventive purpose.

() Encouraging the formation of health service corporations
one of whose requirements would be that they monitor and
review utilization of health services.

Transferred costs

1. For employed persons and their families, most costs of health
services not already paid through health insurance would be trans-
ferred to this category, and much of the cost paid by employces
would be transferred to employers.

2. The Federal Government would be affected through tax adjust-
ments, and through transfer of a part of the Federal share of Medicaid
to the employer.

Induced costs

1. Positive induced costs arise from expansion (compulsory on
empl(g:)ers) of private insurance.

2. Some negative induced costs are due to utilization control
measures,

’
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Estimation assumptions

1. It is assumed that 85 percent of all workers (and their depend-
ents) will be covered under the mandated employer plan.

2. It is assumed that Medicaid will continue to provide the existing
benefits to the unemplorady and, to those, who gre not covered under
the mandated 'employet plan and whose income will make them
eligible for the Medicaid program.

Comments on results ‘

The net additional cost of this proposal to the Federal taxpayer,
under the definitions of this study, is relatively small ($4.9 billion)
because the burden is put on employers rather than on the Federal
taxpayer. The Foderal Government share is largely confined to the
extra tax effect of expanded employer ccntributions for employee
health benefits. . :

Induced costs, on the entire economy, are estimated at $9,56 billion,
and the bulk of these induced costs fall on the employer (see table 20).



Tavre 20. - Pell-Mondale bill: Cost estimate

[0 Mltfous)

o 5 1 ¥ T

Seclor Iwfore pro- Pransfeend Chungo In tax alter pro-
pmul effective ousls Induced costs adjustinent posal offective
Total. ... e e eiateen cereane aean $105. 4 LX) -+ 80,6 0 $114. 0
Private seetor. .. e e e e e e . 02,3 1 $L0 10,1 +35 1 07.3
Individunl direct pay OIS, oo ol . 320 -~ 15,7 1.2 +. 8 17. 3
Health fnsuranee.. . oo o ... oo 20. 4 110.7 I 89 -8 40, 1
Others (including \'olllnmr\' givers) ... L 39
Governmental seetor. ... . .0 ool oo - 431 -0 4.4 - ."). | 47.6
Btate and loeal taxpayers ... L .o.L . 11, 1 -, h {0 10,7
Federal mxpme .............................. 320 3. 5) 3. 9) K [ 5. l ¢30.9

1 This model, tdentieal for nll xrﬂ‘umla I8 the Asead year 1974 model, alter tax adjust-
ment rounded to nenrest $100,
1 Transferred costs, by clrﬂnlllml. must add to 2ero.

' 'l‘aml additional cost to the Federnt taxpay or Is sum of Ngures In 3 brackets
ure represents the tota) Federal cost of alt health progras, after tax adjust
mml um not the cont of the program proposed slone,

€31



APPENDIX A

NATIONAL HEALTH EXPENDITURES—FISCAL
YEAR 1970

The first table in this appendix breaks down the total national health
expenditures in fiscal year 1970 into four major categories of services.
The numbers presented are taken from the National Health Expendi-
tures series, compiled by the Office of Research and Statistics (ORS)
of the Social Security Administration and the cost estimates in this
report start with these ORS studies. The latest estimates for fiscal
year 1970 were published in considerable detail in the January 1971
1ssue of the Social Security Bulletin.

For purposes of this report on the estimated comparative costs of
the various national health insurance proposals, the amounts given in
the ORS estimates for each type of expenditure—hospital care, pro-
fessional services, drugs and appliances, and all other were used with-
out change. The ORS model, however, was recast to identify the ulti-
mate payer for health care services. Certain expenditures, classified
as payments under public programs by ORS, were shifted to the private
sector in this analysis because they are not borne by taxpayers. The
second table in this (3)Igendix shows the amounts shifted and a
reconciliation with the ORS totals.

(124)



APPENDIX A

TanLE 1.—National health expenditures, fiscal year 1970: Analysis by type of service

{In millions)
Financing channels Total ll:lp‘ll‘u ! P:‘t‘:l“o:"“ l%p ‘0'1‘;“ All other ¢
Total. . o ieaeicacs $67, 240 $25, 616 $18, 511 $8, 543 $14, 570
Private seetor. o o oo oo eeiiaaa-. 44, 277 13,716 16, 178 8,070 6,307
Individual dircot payments 22, 909 4,000 10, 166 7, 666 978
Health insuranee.. - ... o o .ol.. 17, 409 0 251 b, 972 413 1, 863
Individual policles. . .. ... ... ... 3, 483 2 436 639 30 '378
SMI premiums .. ... 080 40 821 ... 128
lamplu) cos, group plans._ ... ... . .__... 3, 630 1, 041 1,170 104 408
Em )loi ers, group plans. . ... ..., 9, 307 4, 834 3,333 279 951
Others ( uding vo untnr\' givers). ... ........ 3, 869 3600 k) (R 3,400
Governmental 8ector. o - oo e o e e eeeeeviecaaa 22, 06 11, 900 2,330 404 8, 263
State and loeal taxpayem. . oo ooooooooao.. 7, 304 3 033 471 211 2, 689
Federal taxpayera_. ... _. o e emme e 15, 659 ’l, 907 1, 805 263 5, 674
Social insurance:

Payroll tax, HI. ... ... 4,378 3, 924 02 e 302
QGeneral rovenue, Hland SMI_.....__.... 1, 781 563 ) 1) ) 207
General revenUe. o oo v cceeeceeecacaacecnceas 9, 3, 480 "792 253 4,973
1 8hort-term and long-term hospitals. 4 Publi¢ health mvle«. nursing honies, research, construction, expenses of adminis-

rhymhm. dentists, and otlm' sell-omployed pr J«lonall tration, and miscellaneor

8 Drugs, drug sundries, eyeglasses, hearing akls, and applignces.
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APPENDIX A

TABLE 2.—National health expenditures—fiscal year 1970: Reconcilia-
tion with analysis published by ORS

[In millions)
Analysis
Financing channels
ORS Thisstudy
Total. e e e eecccacnm———- $67, 240 $67, 240
Private sector.. . .o cicccccccccaaccann 42, 258 44, 277
Individual direct payments. ... _..__._... 22, 909 22, 909
Health insurance. .o ceveeoem e 15, 480 17, 499
Health insurance. - . o oveeemoeoceoo-. 15, 480 15, 480
SMI premiums. . ..o 1) 0989
Workmen’s compensation_...._..._.._. 1) 970
4 5 ) (RSP RSI 1) 60
Others (including voluntary givers)..__._.. 3, 869 3, 869
Governmental 8eCtor. .. e ermeeececcannan 24, 982 22, 963
Federal..o oo oo ceccncccacmncanaan 16, 667 15, 659
Stateand local. . .o 8, 3156 7, 304
t Classified by ORS as payments under public programs as follows:
Stateand
Federal local
L (117 PP $1,008 $1,011
Medfcare part B premium payments (8MI)........c.occvenennnnnn... 080 .. ..._........
Medical benefits under workmen's compensation programs.............. 19 951

Medical benefits under temporary disability Insurance programs. «...e.coveeveennnnn.. 60




APPENDIX B

NATIONAL HEALTH EXPENDITURES—FISCAL
YEAR 1974

The first table in this appendix shows a breakdown of the estimated
total national health expenditures for fiscal year 1974 in the same form
as the table in appendix A for fiscal year 1970. In constructing the
fiscal year 1974 model from thie fisgal year 1970 model the expenditure
for each type of health service was projected from fiscal year 1970 to
fiscal year 1974 using the projec{sion factors shown in the second table
in this s}Fpendix for unit ‘prices and for changes in utilization rates per
capita. These projection factors are based largely on recent past trends
and, in addition, it is assumed that the population will increase at an
annual rate of 1.5 percent.

There are certain items of health expenditures which cannot be
projected using the above approach (e.g., expenses of administration,
government public health activities, other health services). In such
cases, each is projected in the aggregate using the most appropriate
method. For example, the expenses of administration for private health
insurance is estimated by first forecasting the amount of health ex-
penditures which will be paid by private health insurance in fiscal year
1974 and then a percentage of that amount, based on current experi-
ence, is taken as administrative expenses.

The fiscal year 1974 model portrays the national health expenditures
in two dimensions—by type of health service and by ultimate payer.
The estimated amounts of payments by State, local and Federal
Governments have been based, whenever possible, on the information
contained in the latest available programming, planning and budgeting
documents. Otherwise the estimates have been largely based on the
trends during the past 5 years. The projected amounts of payn-ents
through 8rivate insurance have been estimated by projecting the fiscal
year 1970 private insurance coverage using the increases in unit prices
and average utilization rates and with some allowance for relatively
greater coverage of health expenditures through insurance, based on
recent trends.

The amount paid for any one type of service was estimated in total
and then by each ultimate payer (except direct )aiments by indi-
viduals); the balance was used as the estimate of the amount paid
directly by individuals. a2



ArpPENDIX B
Tasre 1.—National health expenditures, fiscal year 1974: Analysis by type of service

{In mililons)
1 easion

Financing channels Total ! (:r%‘ 'I‘l Px‘ﬂm '.' .2;'»'1'1‘.’&.23.": All other ¢
Total. e eeecceeccacacaccaraccacaa $105, 400 $43, 865 $27, 923 811, 640 $21, 972
Private 860800 « o v eee e eecceccceacnnaana- ean 68, 633 23, 255 23, 818 10, 807 8,753
Individual dircot payments......couovmaneaaann. . 33, 846 9, 002 13, 386 10, 014 1, 444
Health insurance... . .o cooeo oo omaenrinacecaccenan 30, 344 18, 460 10, 241 703 3, 850
Individual policles. . - o cvemoueccacaaaaa oo 4,011 2,690 704 33 1, 484
SMI promiums. - oo oo oo eeceeeaaeaa 1,613 04 1,339 eeaae. ... 210
Employces, group plans_. .. cocoeooo.o.... 6, 743 3, 699 2,202 211 041
Em‘)lo ers, group plans. .. ... coooeoneneaan. 17,077 9, 107 5, 806 849 1,515
Others (including voluntary givers)..........cc..... 4, 443 793 {1} S 3,459
Governmental 86080 . - -« oceemeoemeeeeccamaenenns 30, 707 18, 610 4,105 833 13, 219
State and local taxpayers. ... c.oeocecaceannannaa. 11, 108 8,272 004 374 4, 408
Federal taXpayers. . .« ccuee oo ecceccenececoneann 25, 669 13, 338 3, 141 439 8,721

Social insuranco:
Payroll tax, HI. ... cueoe....... eemceaea 8, 600 7,400 p X . R 0687
QGeneral revenue, HI and SMI............ 2, 297 620 1,308 coeenaannn.... 300
Qeneral FevenUe. « v eeeeceeeeececcccncanans 14,762 - 5, 309 1, 540 459 7, 454
; ?.l';l(;r: k!:&l‘m‘ ﬁ'm“.t:w‘gohzl:#‘mpm protessionals rat l‘ol';:lmlg 't:\.l:eto'l‘ l:'rzum nursing homes, research, construction, expenses of adminls.

¥ Drugs, drug sundriet, eyeglasses, hearing aids, and tppunn'cu.
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ArpPEnDIX B
TaBLB 2.—Factors used in projecting the 1970 fiscal year model to 1974
Type of service Percent increase
pe 197111070 107201971  1973/1972  1974/1078
Increase in unit price

Hospital care:
Long-torm.. ..o eoeeeeeceaea 10,0 100 9.2 80
Short-term. ..e. e ceeceeccecceennn 130 130 120 11,0
Physicians’ services. .....cocevecececcnn-- 7.0 6.5 6.5 6.1
Dentists’ services. . ..o eeeemecceeccace-. 7.0 6.5 65 61
Other professional services. .....cceeeaen.. 7.0 6.5 6.5 6.1
Drugs and drug sundries. o e oocoeoeo.. 2.5 2.5 2.0 2.0
Eﬁyeglasses and appliances_ ... c..._.... 6.0 6.0 50 50
urding home care. ... vcoce oo . 12.0 12.0 1.0 10.0

Increase in average utilization per vaj ita

Hospital ‘care:
L()ng-tﬂl'm -------------------------- lo 5 1. 5 lo 5 1' 5
Short-term. ... v oo eeeeeeeeeeaaae 1.5 1.5 1.5 L5
Physicians’ services. .. .oceceereccccacuan- 2.5 25 25 25
Dentists’ services. .. c.ccrcacecnccencanaaa 2.5 26 26 25
Other professional services... oo ocoaoa . 2.6 2.5 2.5 2.8
Drugs and drug sundries. . . .o c oo 4.0 40 3.0 3.0
Eyeglasses and appliances. ....cocoeoo.o-. 3.0 3.0 3.0 3.0
ursing home care............ tremeeaceaa 50 60 50 6.0

O
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III. COMPARISON OF PROI
Oomparison of proposals for

Subject Byrnes bill—H.R. 7741
General concept and approach.____.._..._. 2-part national health insurdnce plan covering most of the population under
age 656: (1) xzmulred empldyer plan under private insurance for employees
and their families and &) federally operated family health insurance plan
(FHIP) for low-incoma fatilies with children. Provisions to encourage use
of health maintenance organisations.
Coverage of the population. .. . ... ....

and their families. Specialjgroup plans for small employers, self-employed
and other individuals.

FHIP.—Low-income familieg with children who meet specified income levels
could voluntarily enroll. Mandatory coverage for families under (proposed)
Family Assistance Plan.

Employer plan.—Em loyeE‘;?equlred to provide coverage for his employees

Benefit structure. ..o ..o ann

Employer plan: Broad benefits, with cost sharing of $100 annual deductible
pel}'lpemon and 25 percent colnsurance for most services.

ospital: 2-day deductible and 25 percent coinsurance for room and
?oard per year. Other services subject to annual deductible and co-
nsurance.

Physicians: Annual deductible and coinsurance. Well-baby care up to
age 5 without cost sharing.

Laboratory and X-ray: Annual deductible and coinsurance.

Medical appliances: Annual deductible and coinsurance.

FHIP: Broad benefits. Some cost sharing depending on annual income, but
none for lowest income group, Benefits include 30 days of hospital care;
nursing home care (3-day substitution for 1 day of hospital care); all physi-
sians’ services while receiving hospital, nursing home, or home health serv-
ices; 8 home or office physician visits; well-baby care up to age 5; home
health services (7-dsy substitution for 1 day of hoapital care).

Administration

" e - - e e - e e s

Employer glan.—Pﬁvate insurance carriers under Federal supervision.
FHIP.—Administered by DHEW, similar to Medicare program.

Relationship to other Government programs..

Medicare: Continues to operate.
Medicaid: Limited to aged, blind, and disabled.
Other programs: Most not affected.

Financing

-------------------------------

Employer plan.—Financed by employee-employer premium payments. Em-
£ ?'er &ays 75 percent (65 percent for 1st 2)4 years of prgﬁram).
FHIP.—Financed in part by premiums paid by enrollees. ;ﬁ: uated accordin
to income; no premium for lowest Elcome group. Balance of costs pai
from Federal general revenues. Also emfloyers with hig yremium costs
ggﬁ sgbﬁ% }mymenta for up to 10 employees. (Not included in Bennett
, > )

Standards for providers of services

..........

Same as Medicare. Also Professional Standards Review Oxganizations (PSRO) i

would review services provided under all plans, if PSRO is made applicable
to Medicare and Medicaid.

Reimbursement of providers of services

¥
.....

Hospitals and otherinstitutions: Reasonable cost of services (same as Medioare). i
Physicians: Reasot able charges (same as Medicare).
Health maintenance organizations: Per capita rate. .

Delivery and resouroes

Health maintenance organizations: Would be available as an %ption under all
lans. Must J)rovide mprehensive services efficiently and economically.
nder related bill (8. 1182), grants and loans for development, construction
and payment to meet initial o erating costs.
Health education: Under 8. 1183, grants and loans to schools for education of

health professionals in short supply and improvement of health delivery.

04-486 O (face blank p. 180) No. 1.



ON OF PROPOSALS FOR NATIONAL HEALTH INSURANCE
of proposals for national health insurance: Mived public-private approach

Bennett bill—8, 1623

8cott-Pe

- population under
‘ance for employees
alth ingurance plan

- to encourage use

2-part national health insurance plan covering most of the population under age
65: (1) retht‘xired employer glan under private insurance for employees and
their families and (2) federally ogerated family health insurance plan
(FHIP) for low-income families with children, Provisions to engourage use

of health maintenance organizations. Endorsed by Nixon administration.

2—%art health insurance program: (
g Federal Government and fina:
(2) voluntary outpatient care p
ernment subsidizing premiums f-

- for his employees
yers, self-employed

cified income levels
= under (proposed)

Employer plan.—Employer required to provide coverage for his employees
and their families. Spevial group plans for small employers, self-employed
and other individuals. ’

FHIP.—Low-income families with children who meet smaoiﬁed income levels
could voluntarily enroll. Mandatory coverage for families under (proposed)
Family Assistance Plan.

Inpatient plan.—All U.8. residents
Outpatient plan.—All U.8. resident

_ annual deductible

tilfce for room and
deductible and co-

Al-baby care up to
rance.

cel

annual income, but
vs of hospital care;
ital care); all physi-
~ home health serv-
up to age 5; home
' care).

Employer plan: Broad benefits, with cost sharing of $100 annual deductible
pe;{)erson and 25 percent coinsurance for most services.

ospital: 2-day deductible and 25 percent coinsurance for room and
bodrd per year. Other services subject to annual deduoctible and
coinsurance.

Physicians: Annual deduectible and: coinsurance. Well-baby care up to
age 5 without cost sharing.

Laboratory and X-ray: Annual deductible and coinsurance.

Medical a%pliances: Annual deductible and coinsurance.

FHIP: Broad benefits. Some cost sharing depending on annual income, but
none for lowest income group. Benefits include 30 days of hospital care;
nursing home care (3-day substitution for 1 day of horpital care); all physi-
olans’ services while receiving hospital, nursing home, or home health serv-
ices; 8 home or office physician visits; well-baby care up to age 5; home
health services (7-day substitution for 1 day of hospital care).

Inpatient plan: Hospital, nursing
ayments begin after family hat
ng), varying according to family
Outpatient plan: Subject to annual
on family income and size. (Adc
benefits.)
Physicians and hospital outpat
Dentists: For children under 1.
Other health professional: Opt.
Laboratory and X-ray.
Medical appliances.
Prescription drugs: For chronic

supervision.
ogram,

Employer plan.—Private insurance carriers under Federal supervision.
FHIP,—Administered by DHEW, similar to Medicare program.

Inpatient plan.—Administered by -
Outpatient plan.—Private insuranc

Medioare: Continues to operate.
Medicaid: Limited to aged, blind, and disabled.
Other programs: Most not affected.

Medicare: Abolished.
Medicaid: Would not pay for servi
Other programs: Most not affected

um payments. Em-
rogram).

raduated according
lance of costs pai
ligh premium costs
ncluded in Bennett

Employer plan.—Financed by emplo¥ee-employer premium payments. Em-
& %yer &ays 75 percent (65 percent for 1st 24 years of program).

FHIP.—Financed in part by premiums }mld by enrollees, ‘ﬁr uated accordin,
to ingome; no premium for lowest income group. Balance of costs pal
from Federal general revenues.

Inpatient plan.—Medicare (hospite
program, plus Federal general re-

Outpatient plan.—Premium paym.
sidized by Government, for low-ix
and size.

‘ganigations (PSRO)
is made applicable

Same as Medicare. Also Professional Standards Review O@:mizations (PSRO)
would review services provided under all plans, if PSRO is made applicable
to Medicare and Medicaid.

Similar to Medicare with additiopa
rsonnel must meet standards se
ealth maintenance organizatic

can be federally incorporated if

'~ regional and natiohal boatrds to r

(same as Medicare).

Hospitals and other institutions: Reasongble cost of services (same as Medicare).
Phyqécians: Reasonable charges, same as Medicare, y
Health maintenance organizations: Per capita rate., = <

Inpatient plan.—To be determined
Outpatient plan.—Reasoaable cost

an %ption under all
and economically.
>ment, construction

ol for education of
" health delivery.

Health maintenance organizations: Would be made available as an option for
all plan<. Must provide comprehensive services efficiently and economioally,
Under related bill (8. 1182), grants and loans fot development, construction
and payment to meet initial operating costs. :

Health education: Under 8. 1183, grantd and loans to schools for education,
of health professionals in short supply and improvement of health delivery.

Health delivery committee: Com
recommendations.

Health maintenance organizations‘
oonstruction.

Health manpower: Liberalize PHS
students and special grants to m

t

3



I INSURANCE

‘e approach

8cott-Peroy bill—8. 1508
;he population under age | 2-part health insurance program: (1) inpatient health care plan administered
‘ance for employees and y payroll taxes and general revenues,

health insurance plan
risions to encourage use
Nixon administration.

bg' Federal Government and financed
(2) voluntary outpatient care plan through privaie insurance, with Gov-
ernment subsidizing premiums for low-income families.

orage for his employees
mployers, self-employed

- specified income levels
amilies under (proposed)

Inpatient plan.—All U.S. residents.
Outpatient plan.—All U.8. residents on voluntary enrollment basis.

$100 annual deductible
vices.

nsurance for room and
annual deductible and

. Well-baby care up to

sinsurance.

urance.

. on annual income, but
3 days of hospital care;
hospital care); all physi-
me, or home health serv-
care up to age 5; home
spital care).

Inpatient plan: Hospital, nursing home, and home health services. Benefit
Elayments begin after family has &aid a deductible (family health cost ceil-
g), varying according to family income and size.
Outpatient plan: Subject to annual deductible of $10 to $50 a year, dependigﬁ
on fmn)y income and size. (Additional deductible of $10 to $25 for den
nefits,
Physicians and hospital outpatient.
Dentists: For children under 12.
Other health professional: Optometrists and podiatrists.
Laboratory and X-ray. ‘
Medical appliances.
Prescription drugs: For chronic illnesses.

deral supervision.
‘e program,

Inpatient plan.—Administered by DHEW throt:igh regional offices.
Outpatient plan.—Private insurance carriers under supervision of DHEW.

Medicare: Abolished.
Medicaid: Would not pay for services under program.
Other programs: Most not affected.

remium payments. Em-
_ of program).

3 Sr uated accordin&
. Balance of costs pai

Inpatient plan.—Medioare (hg:f)ital insurance) Jm.yroll taxes diverted to new
program, plus Federal general revenues if needed.

Outpatient plan.—Premium payments by enrolled family, with premium sub-
sigcilze;i bypGovernment forliogvlgncome families, depen I g on family income
and size.

.~ Organizations (PSRO) | Similar to Medicare with additional requirements: Physicians and other health
’SR(ﬁs made applicable rsonnel must meet standards set by DHEW and magagraotico in axg State.
gealth maintenance organizations must meet standards set by DHEW;
can be federally incorporated if incorporation prohibited by State. Looal,
. regional and national boards to review and study utilization.
‘vices (same as Medicare). | Inpatient plan.—To be determined by regulation,
Outpatient plan.—Reasonable cost as under Medioare.
vailable as an option for | Health delivery committee: Committee to study health needs and make

‘iently and economically,
avelopment, construotion

to schools for education
ament of health delivery.

mmendations. .
H;:l%% maintenance organizations: Grants and loans for developmeqt and

nstruction, S
H::lth manpower: Liberalize PHS glro o for loans to medical and nursing,
80

students and special grants to me ools.

7H



Oomparison of proposals for na

Bubject

Javits bill—8. 836

QGeneral concept and approach. .. -........

National health insurance program, based on expansion of Medicare program
to general population. Ad tered by Federal Government and financed
by payroll taxes and Federal general revenues. Includes option for alterna~
tive coverage under private insurance plans.

Coverage of the population. ... ._...

All UB, residents. . o oo oo oo cccccceees

Benefits same a8 Medicare, glus dental care and drugs. Most services subjeot
to greaent Medicare part B cost sharing of $60 annual deductible per person
and 20 percent coinsurance.

Ht:lsgital: 90 days of care; $60 deductible, $15 copayment per day after 60th

yl

Nursing home: 100 days of care; $7.50 copayment per day after 20th day.

Physicians: Part B cost sharing.

Dentists: For children under 8; 20 percent coinsurance.

Home health services: 100 post-hospital visits, plus 100 additional visits sub-

jeot to part B cost sharing,

Laboratory and X-ray; Part B cost shring.

Otger ht th professionals: Podiatrists, psychologists, physical therapy; part
608 shargxg.

Medical appliances: Part B cost sharing.

Presoription drugs: For chronio conditions, $1 charge per prescription.

Administration. ... ..o oo eeeaen

Federal Government: Similar to Medicare. DHEW would have general ad-
ministrative responsibility. Private insurance carriers (or quasi-govern-
mental corpora; ons? would handle claims and pay providers.

Employer-employee plans: Employers may elect out of the Government pro-

mﬁay establishing an approved private insurance plan providing superior
nefits.

Carrier plans: Individuals may elect out by purchasing approved private
insurance providing equivalent benefits.

Relationship to other Government programs.

Medicare: Absorbed by igrogw.m.

Medicaid and other assistance programs: Would not pay for services under
rogram.

Other programs: Most not affected.

Tax on payroll and self-employment income, and Federal general revenues.

Tax rates: (a) 3.3 percent, of earnings for employers, employees, and self-
employed, (b) general revenue contribution equal to ¥ of total tax receipts.

Earnings subject to tax: 1st $15,000 of earnings for employee and self-em-

. ployed; total xiayroll for emp['gyers.

Employment at:aljeot to tax: Workers under social security, plus Federal,
Suaie, and local government employees.

Employsr-employee plans: Employers and employees exempt from regular
insurance tax. Employer pays at least 75 percent of cost of private plan.

Standards for providers of aervices..........

Same a8 Medicare. Additional standards may be established for physicians
concerning continuing education, national licensing, and qualifications for
major surgery and other specialists’ services. .

Reimbursement of providers of servioes.. ... - .

Similar to Medicare for 1st 2 years of program. Afterward, new payment
methods may be established, based on a study re%mred under bill. In
interim, hospitals and nursing homes receive reasonable costs of services;
physicians, dentists, and su%pliers receive appropriate and reasonable
charges. domprehensive health service system gets reasonable cost or per
ocapita rate for enrolled members.

w|

m vl wepzormonzE wle

» lI

vo| o

= 2

i

Delivery and resouroes. - . .- veceeeceeeeuen-

Comprehensive health service systems: DHEW can ocontract with compre-
hensive systems to provide health care to enrolled population. System must
Krovide preventive services and health education and must train paramedioal

ealth personnel. Loans, ts, and technical assistance provided for the
development, operation, and construction of comprehensive systems.

o

eI - -
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8on of proposals for nadional health inswrance: Mized public-private approach—Continued.

Burleson bill—H.R. 4340 P
-~ of Medicare program | 3-part voluntary health insurance plan: (1) an employee-employer plan, (2)| Employers required to provic
overnment and financed lan for individuals, and (3) a State plan for the poor. All plans tered families, at no cost to the
udes option for alterna- ough private insurance and provide same benefits. Endorsed by Health corporations to furnish com
Insurance Association of America.
...................... Private plans.—Employee-employer plan includes employees (and their | Employees (and their families

families) of employers who voluntarily elect coverage. Individual plan in-
cludes persons who voluntarily elect.
State plans.—Voluntary enrollment for poor and uninsuranble persons.

ment agenoies.

. Most services subject
1al deductible per person

ment per day after 60th
* day after 20th day.

00 additional visits sub-
physical therapy; part

per prescription.

Broad range of benefits, with cost sharing. Benefits phased-in over 6-year
period for grivate plans and 4 years for State plan.

Hospital: 300 days of care; $10 coi)ayment for 1st day, then $5 per day.

Nursing home: 180 days of care; $2.50 copayment per day.

Physicians: $2 copa{ment per visit. .

Dentists: 1 examination each year; most other services 20 percent coinsurance.

Home health services: 270 days of care; $2.50 copayment per day.

Laboratory and X-ray: No cost sharing.

Other health professionals: 20 percent coinsurance.

Medical appliances: 20 percent coinsurance.

Eyeglasses: 50 percent coinsurance.

Presoription drugs: $1 copayment per prescription.

Priw;astf lans.—~f orﬂemployee-emp oyer plan, annual limit for all cost sharing
[ per family.

State pian.——Amount of cost sharing limited, according to family income.

Required benefits, with limit

Hospital: 12 days a year after

Nursing home: 10 days a year
hysicians.

Laboratory and X-ray.

Other health professionals: P

Medical appliances.

Prescription drugs.

Catastrophic: Coverage of me
income.

would have general ad-
riers (or quasi-govern-
providers.

-* the Government pro-
plan providing superior

asing approved private

Private plans.—Administered by grivate insurance oarriers, under State
supervision. Treasury Department determines tax status of plan.

State plan.—Administered by private carrier under State supervision. Regu-
lations for program established by DHEW.

Benefits administered throug’
tions, or other approved me
DHEW establish standards a

pay for services under

Medicare: Continues to operate.
Medicaid and other assistance programs: Would not pay for services under

tgrogmm.
Other programs: Most not affected.

Medicare and Medicaid: Cont
Other programs: Most not affe

sral general revenues.

., employees, and self-
14 of total tax receipts.
employee and self-em-

security, plus Federal,

- exempt from regular
cost ofpprivate plan.

Private plans.—For employee-employer plan premium paid by emgloyers and
employees, as arranged between them. Individual plan, poli(x older 1');:{3
entire premium. Employees and individuals who itemize deductions can take
entire premium contribution as deduoction on income tax return. Employers
can take their entire contribution as husiness expense.

State plan.—No premium contribution required for lowest income group; for
others, part of premium J)aid by enrollees, with amount varying acoording
to family income. Federal and State Governments pay balance of costs from
their general revenues.

Employers pay for health be:
employees.

.ablished for physicians
and qualifications for

Bame a8 Medioaro. - v e e oo oo e e e ——————

DHEW establishos regulatio
necessity of services.

‘terward, new paﬁnent
'e%ulred under bill. In
nable costs of services;
jpriate and reasonable
reasonable cost or per

Hospitals and other institutions: Reasonable cost of services, based on pros-
peoctively approved rates. Hospitals cprepm'e budgets and schedule of charfnes
which are reviewed bﬁv a State Commission responsible for establishing

oharm subject to DHEW approval.

Physio and dentists: Reasonable charges, based on customaty

a;xd ’ pre-
vailing rates.

As arranged by employers wit

contract with compre-

opulation. System must
must train paramedical
tance provided for the
thensive systems.

Health planning: Inoreased funding and authority given to State and local
plmnﬁ»q agencies. Approval of planning ﬂ:nclv’rre%uired before projects
oan receive funds under Federal programs. Also, Presidential advisory coun-
cil on health is created.

Health maintenance organizations: Must be made available as an option to
persons enrolled in State plan and employee-employer plans.

Ambulatory health centers: Grants, loans, and loan guarantees for construc-
tion and operation of centers.

Health manpower: Loans and grants for students and educational institutions,

with priority given to shortage areas.

Health services corporations:
area to provide comprehensi
and operate health facilitie:
facilities and/or make arra
xtlimlnly by sale of a:look to %

ons and personnel affilia
staff must meet national st
available for construction, s

onal planning councils: D

ould apggove the budgets
involving Federal gmds.

—_— ! —



"2 approach—Continued.

Pell-Mondale bill—8. 703

yee-employer plan, (2)
All plans t.éred
. Endorsed by Health

Employers required to provide specified health benefits for their employees and
families, at no cost to the eme%loyee. Authorizes creation of health services
corporations to furnish comprehensive health care and operate facilities.

:mployees (and their
ge. Individual plan in-

aranble persons.

Employees (and their families) of businesses in interstate commerce, and govern-
ment agenoies.

phased-in over 6-year

Required benefits, with limitations, as noted.
Hospital: 12 days a year after 1st 2 days.

then $6 per day. Nursing home: 10 days a year.
_day. Physicians.
Laboratory and X-ray.
20 percent coinsurance. | Other health professionals: Podiatrists and chiropractors.
mnt per day. Medical appliances.
Prescription drugs.
Caitastrophio: Coverage of medical costs, if they exceed 25 percent of family
ncome.
mit for all cost sharing
to family income.
carrie;e,l under State | Benefits administered through prepaid health plans, health services corpora-
atus of plan,

ate supervision. Regu-

tions, or other approved methods.
DHEW an

establish standards and regulations for program.

ay for services under

Medicare and Medicaid: Continue to operate.
Other programs: Most not affected.

said by employers and
lan, policyholder pays
‘ze deductions can take
tax return. Employers

‘est income group; for
unt varying according
, balance of costs from

"Employers pay for health benefits as cost of doing business. No charge to
empioyees.

---------------------

DHEW establishes regulations regarding facilities, quality standards, and
necessity of services.

arvices, based on pros-
ind schedule of charges
nsible for estab) g

oustomary and pre-

As arranged by employers with providers.

'en to State and local

%uired before projects

idential advisory coun-

ailable as an option to
plans.

1arantees for construc-

ducational institutions,

Health services corporations: For profit organizations to be established in an
area to provide comprehensive health services (including required benefits),
and operate health facilities and medical schools: Would purchase health
facilities and/or make arrangements with providers of services. Funded
mainly by sale of stock to State and local government, and health organisa-
tions and personnel affiliated with corporation. Corporation facilities and
staff must meet national standards. Federal grants, loans and guarantees
available for construction, staffing and operation.

Re&onal planning councils: Develop plans for comprehensive health services.

ould/ apg‘rove the budgets of health service corporations and all projeots
involylng ederal funds.




Comparison of proposals for national health insurance: Mainly

Subject Dingell bill~H.R. 48
General concept and approach. ... ....._.. National health insurance program providing broad benefits, administered
at Federal, State, and local levels, and financed by payroll taxes,
Coverage of the povulation_._....__-...... Al U.8. residents_ - - oo
Benefit struoture. - - - - o oo oo Broad benefits with no cost sharing or limitations, except as noted.
Hospital: 60 days of care.
Nursing bome: No benefit.
Physicians.
Dentists.
Home health services.
stomm and X-ray.
Other th professionals.
Medical appliances and eyeglasses.
Prescription drugs: Unusall{aexpenslve drugs.
Specified benefits may be delayed in a State if resources are inadequate.
Administration.... oo oo .. Federal Government: Special board in DHEW with overall supervision of pro- | Fe

ml
Stg::: Under contract with Federal (tovernment, would establish State plan
and arrange to operate program at the local level.

Relationship to other Government programs.

Medicare: Continues to operate, but study to be made of methods of incor- |
porating it into the national plan.

Meditcim.il:l‘l anil“gthar assistance programs: Would not pay for services under the
na ° 1]

Other progl?ams: Most not affected.

Tax on wage and self-employment income similar to social security tax. Total
tax for employers and employees combined would be 4 percent.

Standards for providers of services...._.....

Must meet State standards. If no State standards, they would be established |
by National Board.

Reimbursement of providers of services.......

Hospitals and other institutions: Reasonable cost of servioes, but subject to a

maximum rate.
Physicians and other professionals: Fee for service (based on fee schedule),
per capita (for persons enrolled with a practitioner), or salary.

Grts:nta to students and educational institutions for training in health ocoupa~
ons,
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0sals for national health insurance: Mainly publio approach

Dh‘dlun—ihnu“

Griffiths-Corinan bill—-H.R. B

gram providing broad benefits, administered
evels, and financed by payroll taxes.

National health insurance program providing broad benefits, administered by
Federal Government and financed bi' payroll taxes and Federal general
l:;%ﬂ%efb Endorsed by Commitiee for National Health Insurance and

indadntinbainieintertulatetetutu ettt L L T U

All U.8. residents.

ring or limitations, except as noted.

18es.
xpensive drugs,
ed in a State if resources are inadequate.

Iliroad bleneﬁts with no cost sharing or limitations, except as noted.
ospital.
Nurglng home: 120 days of care.
Physiocians,
Dentists: For children under age 15; later extended to age 25.
Other health professionals.
ha%r:%ory ?ind X--my‘.i
edical appliances and eyeglasses.
Presoriptigg drugs: For chronio and other specified illness.

oard in DHEW with overall supervision of pro-

deral Government, would establish State plan
am at the looal level.

Federal Government: Special board in DHEW, with regional and local offices
to operate program.

~; but study to be made of methods of incor-
slan.

"ograms: Would not pay for services under the
oted

Medicare: Abolished.
Medicaid and other assistance pro:rams: Would not pay for covered servioes,
Other programs: Most not affected.

ant income similar to social security tax. Total
'ee8 combined would be 4 percent.

Tax on payroll, self-employed, and unearned income, and Federal general
l.e"’l“mumt.ea (a) 1.0 percent on employee and unearned income

ax rates: (a) 1. wages
3.5 percent for &ﬁployers, (o) 2. g:lroent for self-employed, amf 83
eral general revenues equal to total receipts from taxes. i
Eami&gs sub{lm to taxl 1st $15,000 of earnings and income of individuals;

8; for employers,
Employglg:? sugreot E) tyax: Workers under social security, plus Federal,
State, and local government employment. State and local governments
do not pay employer tax.

- State standards, they would be established

Same as Medi th additional requirements: Hospitals cannot refuse

staff privileges o’ l?yireicians. Nursin;egomes must be affliated with hospital
which is reeponsigle for medical services in home. Physicians must meet
national standards; major surgery performed only by qualified speoialist&
All providers: Records subject to review by regional office. Also‘ can
direcl%ed to add or reduce services, and to establish linkages with other
providers,

: Reasonable cost of services, but subject to a

als: Foe for service (based on fee schedule
" with a practitioner), or salary. &

nal institutions for training in health ocoupa-~

National healtl:i {’o‘},‘,’.f“ established and funds allocated, by type of service,
ons an areas.
Hospm and nursing homes: Would receive annual predetermined budget
t.
Physicia:;: l;ie:::ig::l::? professionals: Methods available are fee-for-service
based on fee schedule, per oapita pai,ment for ns enrolled, and (lt),z
agli'ee&en&) full- or part-gnée s:llsrytes ayments for fee-for-service may
redu payments exceed estimates.
Comprehensive l‘:m vice organizations and medical society foundations:
Peg capita pa; eai;hts&:; all services (or budget for institutional services).
Can re or part of savings. —
“Health planning: D nsible for health planning, in cooperation
State ll))lann m‘ﬁ:?eﬁlgx {’eégg:ity to be given to &velopm'ent of comprehensive
care on ambulatory basis.
Health resources development fund: Will receive, ultimately, 5 percent of
totaal income of K:: a?ns, to be used for improving delivery of health care

an resources.
Comprehensive health

service system: Could receive grants for development,
loans £ d ents to offset operating deficit,
Mﬂnpow:rr mmetggnaa t(? :ﬁnooh and allowances to students for tmlnlréﬁ

of physicians f neral practice and shomge erchlties, other heal
ooc{:px:;om, angrdggelopmgnt of new kinds of health personnel.
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Oomparison of proposals for natic \al health insurance: Taw -

Sabject

Fisher bill—H.R. 1283
General oconcept and approach......._.._... Credits against personal income taxes would be granted to offset the premium | Cre:
oost of qualified private health insurance progding specified bene&: (“ ;
Coverage of the population. ....coceeeaaa.. All U.8. residents, on voluntary basis. ... - -« ccccveemmmnmmammamaccacaoean- Alt
Benefit structure. - o eoeeeeeecccae e Tax credits of 10 to 100 percent of cost of qualified health insurance policy, | Tax
depending on annual tax payments. Voucher certificates issued to ns i
with little or no tax liability. Polioy must Provlde basio coverage and one or
more supplemental benefits. Low-income families exempt from cost sharing; | Hosp
for others, limited to $100 anmmllo{i ger person. Nurs
Hospital: 60 days of ocare; $50 deductible per stay. pel
N‘;"&l%‘i;a home: Bubstituted for hospital days on 2 for 1 basis; $50 deductible }’)heg ;
y.

Physicians: 20 percent coinsurance. Lab
Dentists: No benefit. Presc
Laboratory and X-ray: 20 percent coinsurance. Cata:
Other health professionals: 20 nt ooinsurance. aft
Medioal appliances: No benefit. : inc
Presoription drugs: 20 percent coinsuranoce. Tota
Catastrophic coverage: $300 deductible per family. fan
Other health professionals, prescription drugs, additional hospital da;

(beyond q‘o‘i and catastrt:f 6 coverage are the supplemental benefits availa~

ble at an additional premium.

Administration. ... ... Private insurance carriers issue policies. State insurance departments certify | Priv
carriers and qualified policies. Federal board establishes standard for oar
prgtﬁum. Treasury Department prooesses tax credits. DHEW issues voucher pro
oertificates. oer

Relationship to other Government programs.| Medicare: Continues to operate. Medi

Medicaid and other assistance programs: Would not pay for services under | Medi
rogram. ro
Ot%er programs: Most not affected. Otger

Finanoing. - o oo el Financed from Federal general rovenues. . ...occveeceeceecameanaccncacn- Fina:

Standards for providers of services.......... y contract between DHEW and State medical socleties, review boards | No
éllzw) established to review oharges, utilisation, and quality of services for

program and other Federal programs; provisions for hearings and
appeals, disciplinary action, and recourse to courts. DHEW reviews and
~implements decisions.

Reimbursement of providers of services. ... .. PRO boards review charges (860 above) . . - <o v ceveeenraceocmccceccaaanas No

Delivery and resources. ........o.ooooevo-. The Federal board is directed to develop programs for effective use of man- | The

power and resources.

“

P
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proposals for national health insurance: Taw oredit approach

Fisher bill—H. R. 1283

Fulton-Broyhill bill—H. R, 4000

ome taxes would be granted to offset the premium

Credits m@mnal income taxes would be granted to offset the premium

alth insurance providing specified benefits. oost of qu rivate health insurance providing specified benefits. En-
e pro ¢ dorsed l?y Americl:n Medical Association. P ¢
ary basiB_ ..o eeeccciccaaaaa All U.8. residents, on voluntary basis.

‘cent of cost of qualified health insurance polioy,
payments. Voucher certificates issued to Jnuona
y. gglicy must provide basic coverage and one or
- Low-income families exempt from cost sharing;
annually ger person,
~ deductible per stay.
or hospital days on 2 for 1 basis; $50 deduotible
urance,

eroent coinsuranoe.
- émcent ooinsuranoce.
fit.

* coinsurance.
deductible per family.
rescription drugs, additional hospital da
'hie coverage are the supplemental benefits av:
um.,

Tax oredits of 10 to 100 percent of cost of qualified health insurance policy,
degending on annual tax payments. Voucher certificates issued to persons
with little or no tax lability. oliog;&rlgvides basio and catastrophio benefits.

Hospital: 60 days of care; $560 dedu stay.
Nursing home: Substituted for hospital dg;rs on 2 for 1 basis; $50 deduotible

per stay.

Physicians: 20 percent coinsurance.

Dentists: No benefits.

Laboratory and X-r%: 20 peroent coinsurance.

Prescription drugs: 20 percent coinsuranoce.

Catastrophio coverage: Additional hospital days and medical appliances covered
?fter corridor deductible (out-of-pocket payment) which varies according to
ncome.

Tofmmsuranee (for physicians, laboratory and X-ray) limited to $100 per

y'

sue policies. State insurance de nte ocertify
licies. Federal board establishes standard for
ment processes tax credits. DHEW issues voucher

Private insurance carriers issue policies. State insurance departments certify
carriers and qualified policies. Federal board establishes standards for
pro, amt.‘;l:easury Dejpart ment prooesses tax credits. DHEW issues voucher
oeﬂﬂoa

te.
- programs: Would not pay for services under’

Medicare: Continues to operste.
Medicaid and other assistance Jog.ams: Would not puy for services under

rogram,
Yeoted. Ot%er programs: Most not affected.
Al TeVeNUes. . oo o ne e cccrecceccanaan Finanoed from Federal general revenues.

‘W and State medical societies, review boards
w charges, utilisation, and quality of services for
‘ederal programs; provisions for hearings and
n, and recourse to courts. DHEW reviews and

No provision.

No provision,

* to develop programs for effective use of man-

The Federal board is directed to develop programs for effective use of man-
power and reeources.
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Comparison of proposals for national health insurance

Subjet Hogan bill-H.R. 817

General conoept and approach......... Program for coverage of catastrophio illness which | 2-part national hea
would pay medical expenses above a speocified lan of health °
amount, depending on family income. Adminis- aslc and oatastr
tered by private insurance companies under State rogram of catas
supervision and financed by premium payments he population.
and Federal subsidy.

Coverage of the population............ All U.8. residents, on voluntary basis_._____.._.._. Poor.—All medicall

General . populatior
indigent.
Benefit struoture. - - o - o coccemanaae All services eligible as medical expense deductions

All gervioes eligible

under the income tax law may be covered after under the income
f expenses exceed a specified amount (de- | Poor.—Insurance _
ductible), which varies acco: to family income ocal cgre, with val
and size. There i8 no deductible for low income oosts, and ocatast
families but the deductible rises rapidly as income oosts. No cost sha
increases. Expenses paid by ot rivate in- | General %pulatlon
surance or government programs ocounted family health car
toward the deduoctible. expenses ($1,000
private insurance
counted toward *
Administration. ... ool Private insurance carriers would issue and admin- | Poor.—Private insi
ister the catastrophio insuranoe policies. insurance policies
Stat% insurance department would design and estab- would establish _*

he plan.
Federal vaernment: DHEW would establish reg-
ulations for program.

General populatio
using same proce:
care, if possible.

Relationship to other Government pro-
grams,

Medicare: Continues to operate.

Medicaid and other assistance profams: Would not
ay for services covered under the program.

Other programs: Most not affeoted. :

Poor.—Would replac
General population.-
to report on laws

---------------------------

Policyholders would pay premium for insurance with
subsidy from Federal general revenues.

Premium rate: DHEW would determine actuarial
value of policies and could establish a premium
rate lower than the actuarial value, to encourage
widespread enrollment. Federal Government
would pay oarriers (from general revenues) the
difference botween the actuarial value and the
premium rate.

Reinsurance: Federal Government would arrange
to reinsure the insurance risk; carriers would pay
the reinsurance premiums.

Poor.—-l;gderal antd
ays 85 percen
gsys remaining -
proteotion.
General population.-

w. self-employ
ofmviduals.
Tax rate: 0.4 -
Earnings subjec
wages, self-en
earned or unes
& maximum of-
Employment -
seourity.

Standards for providers of services.... ..

No provision

9 00 a0 4 - o - e W P S v e e W e

Poor.—No provision_
General population.—
feasible.

Reimbursement of providers of services. .

No provision

------------------------------------

Poor.—No provision.
General population.—
feasible.

No provision

------------------------------------

No provision....._...
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osals for national health insurance: Oatastrophio illness approach

Hall bill-H.R. 177

Long bill-8, 1876

>phio illness which
above a specified
income. Adminis-
panies under State
remium payments

2-part national health insurance program: (1) State

glan of health insurance for the poor rovidhﬁ
asic and catastrophic coverage and (2 Fed:r ¢
rest o

rogram of catastrophic protection for t|
gbo pgpulation._ prep

Federal program for coverage of catastrophic illness
which would pay expenses for hospital and medical
oare above a specified amount. Program would be
administered through Medicare program and
finanoed by special payroll taxes.

Poor.—All medically indigent persons,
Gei:glral tpopulatlon.----A.ﬁe persons not medically
gent,. '

Persons under age 65 insured under social seourity and
their families. State and loocal 0hovermmmte may
cover their employees under spe arrangements.

xpense deduotions

be covered after
sified amount (de-
f to family income
le for low income

All services eligible as medical expense deductions
under the income tax law may be covered.

Poor.—Insurance providing basic coversﬁ of medi-
cal care, with value equal to average health care

Covers same types of benefits as Medicare. Hospital
and nursing-home expenses covered after 60 days
of hospital oare; subject to copayment of $15 R:r
day for hospital and $7.50 for nursing home. Other

costs, and catastrophic protection of additional mediocal expenses covered after 1st $2,000 incurred
rapidly as income costs, No coat.gharing. by family, subject to 20 percent coinsurance.
other private in- | General pulatioﬁ:.—-%ovemge of 90 percent of
ns can be counted family health care costs after the 1st $5,000 of
e:renses (81,000 for the aged). Expenses paid by
private insurance or melio programs oan be
counted toward this deductible amount.
issue and admin- | Poor.—Private insurance oomyaanies would issue | Administered through Medicare program (by DHEW)
policies. insurance t’aﬁollolea and administer claims. DHEW under which private carriers handle claims and pay
design and estab- would establish plan if State does not. providers of services.
General population.—Administered by DHEW,

uld establish reg-

using same procedures and requirements as Medi-
gif possﬂ)le. 1

ams: Would not

)
] e program,

Poor.—Would replace Medioaid
General population.—No specific
to report on laws that need to be changed.

cm,
pmserem.)e. DHEW

Medicare: Continues to operate.

Medicaid and other assistance programs: Would
not pay for servioces under program.

Other programs: Most not affected.

for insurance with
venues,

termine actuarial
ablish a premium
alue, to encourage
iral  Government
wral revenues) the
al value and the

nt would arrange
sarriers would pay

Poor.—Federal and State general revenues. Federal
pays 85 percent of cost of basio coverage. State
pays remaining costs and cost of oatastrophic
protection.

General population.—Finanbed by special tax on
wa&es self-employment income, and other income
of individuals,

Tax rate: 0.4 percent.

Earnings subject to tax: Sum of an individual's |

Financed by payroll taxes, similar to Medicare.
ax rates for employers, employees, and self-
omplzfed: 0.3 perocent ini ng to 0.4 per-
oent ultimately.
Earnings subject to tax: 1st $9,000 of earnings,
Employment subject to tax: Workers under
sooial seourity.

-----------------

wages -employment income, and other
earned or unearned income over 52,000, up to
& maximum of $7,800.
Employment subject to tax: Same as social
seourity.
Poor.—No provision__..._...____________________

General population.—Same as Medicare, as much as
feasible,

Same requirements and standards as Medicare.

Poor.—No provision. . ... __....___.__
Gofner?l} lgopulation.——Same as Medicare, as much as
easible,

Same provisions as Medicare.

I-Iospivtials and other institutions: Reasonable costs of
servioes.

Physicians and suppliers: Reasonable charges.

L R R Y T

No provision. ..

No provision.
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