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INTRODUCTION 

s 

Making History. W~ are on the verge of an historic step forward for the American 
people. Since Franklin Roosevelt, Presidents have been trying to pass health care 
reform. Three years ago the issue was not on the polltical radar screen. All' that has 
changed. Amidst polls showing overwhelming popular support for reform, committees in 
both houses of Congress have approved bills that. guarantee health coverage to every 
American family. . 

Improvements in the Proposal. The legislative process has transformed our original 
proposal. We have listened to the ideas and apprehensions of the American people. With 
Congressional help, many important improvements have been incorporated into the bills 
now under consideration. While different committees haye ,taken varying approaches, 
these bills contain a number of features that will ultimately be included in a better and 
more effective reform plan. Among the improvements under consideration are: cutbacks 
in bureaucracy and regulation; the transformation of mandatory alliances into smaller 
voluntary purchasing cooperatives; greater protection 'for small businesses; and greater 
choice for consumers and businesses. A. stronger fail-$afe budget protection device is 
under consideration, to ensure that the program does indeed pay for itself. 

Congressional Challenge Ahead. We have made dramatic progress in our effort to 
guarantee lifetime health security for every Aplerican. ,But there remains .. one major 
stumbling block to overcome. Opponents of true reform would have us believe that our 
goals can be met 'by incremental, 'piecemeal reform~- Having bought the land, surveyed 
the site, and designed the structure, they would have us build the bridge ,only half way 
across the river. That approach won't work, and will leave millions at risk. 

The coming weeks will be marked by House and Senate consideration of their respective 
reforms. As the nation watches, they will choose either true reform -:.. true security for 
every single American -- or an unfortunate, piecemeal reform that may actually leave 
working families worse off. 

The Administration's position is clear: universal coverage is imperative if we are to 
deliver on our promise to guarantee true health security to every American. 

Today, we want to talk to you about why non-universal reforms just don't work. 
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NON-UNIVERSAL REFORMS: 

What They Claim, \Vhat They Deliver 


There are several non-universal reform alternatives tloating around Washington. They claim to be less 
filling than universal coverage but taste just as great. These alternatives fall short of \vhat they 
promise. 

1DOLE PLAN I· 

CLAIA1S: 	 The Dole p'lan claims that insurance market reforms alone will enable more people to 
get coverage and that -- according to GOP strategist Bill Kristol -- it will "bring more 
people into the system and provide more security and flexibility for those already in it." 

DELIVERS: 	 The Boston Globe said that "a number of health policy analysts from all parts of the 
ideological spectrum" have reached a "remarkably congruent verdict: It's not likely to do 
much to expand access to health insurance. And it might make things worse for many 
who are now insured." [BoSlon Globe 7/3/9.J/ 

A conservative health economist Mark Pauley at the University of Pennsylvania, 
predicts that such measures would "probably do almost nothing, or maybe even make 
things worse" for the millions of people who aren't poor enough to get subsidies. [l!!.!.wm 
~ 7/J/9.J} 
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NON-UNIVERSAL REFORM: 
Hurts The Middle Class 

"I'll tell you why I'm fighting so hard for real health care reform ... People' like Jim Bryant, 
who told the Boston Globe he works 70 hours a week but has no health insurance for his 
family. He wonders if it's fair that he misses his sons' soccer games to go to his Saturday 
job while people who depend on welfare have health benefits. In a moment of frustration, 
he even suggested to his wife that they might be better off if they broke up, so that she and 
their sons could get the benefUs that working families like theirs can't afford. " , 
PRESIDENT BILL CLINTON 

"I guess I'm a little bitter. It is harder for wor,king people to' make ends meet, pay for their 
own medical, get jobs." -- JIM BRYANT, SOMERVILLE, MASSACHUSETTS. 

1) Non-universal reforms cover the poor, but not the middle class. 

Half-measures and quick fIxes would leave every American at'risk of losing their 
insurance. And at least 
24 million Americans, 
most of whom work for 
a living, would have no 
.coverage at all. ICBO 
analysis, 6/94, p, ,201 

The Congressional 
Budget Office also says 
that under a 91% 
proposal, "health 
insurance coverage 
would probably,be more 
limited for middle­
income people than the 
. h rIC or poor. If /CBO analysis, 

.5/.94, p, 17/ 

Partial reform does not help the middle class 


Millions left uninsured under current system v, "91 %" reform by incorre category 
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A 91% solution would help 11 of the 15 million uninsured Americans in poverty get 
hea1t;h coverage, but would leave -16 of the 18 million middle-class Americans without 
Insurance. 

,', 

According to a new study by Families USA, ove'r one million' Americans a month will lose 
their insurance under a partial solution. {Families USA Spacial Report, 6/94, p.1! We need universal 
coverage because all families -- including the middle-class -- must be protected. 
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While the U.S. population as a whole gre'.v by only 1.3 million betv/een 1988 and 1993. the 
number of uninsured Americans grew by 6.4 million people. Of the newly. uninsured. 
nearly 4.8 million of them -- more than 75% n work. /1988 and 19.9:1 March CPS. Bu.reau. ofthe CMSIlS! 

2) Non-universal refonns increase insurance premiums. 

"r.W]e estimate that middle 
income families that currently 
have insurance will pay more in 
general for health care under 
partial reform than under reform 
that includes universal 
coverage." [Lewin-VHI, July 18, 
1994J 

"With a portion of the population 
uninsured, per capita insurance 
costs for the insured population 
would be higher, compared to 
universal coverage." [CBO, April 
1994, p. 9J 

Impact of Health Care Reform 
Proposals on Insured Household 
Spending (With Wage Effects) 
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And The Wall Street Journal says: "The result.. .is the start of an upward spiral in rates" 
for those who still have insurance. 

3) Non-universal reforms tell working Americans that their health is less 
important than the health of Members of Congress, federal employees, welfare 
families. and jailed felons. 

.., 
Think of the message that non-universal reform would send to literally millions and 
millions of working Americans: If you are very poor, we'll guarantee your health 
care. If you get elected to Congress, we'll guarantee your health care. If you are 
employed by the federal government, we'll guarantee your health care. If you get 
thrown injail, we'll guarantee your health care. If you are rich, you can guarantee 
your own health care. But, if you get up every day and work for a living, your 
health coverage is always at risk. . 

'l./S R6PUBc...tCANS· HA\JS' 
A SIMPLE ONE-STSP 
PLAN 1'HP\r GUARAf.JT56S 
~U UNIVERSAL HEALTH
GARE.. ~ __f!"" 

~---""'If 
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NON-UNIVERSAL REFORMS: 
State Experience S~ows It's Not Enough' 

"At least 37 states have enacted insurance reforms essentially identical to the [non­
universal} reforms proposed in Congress. I think any insurance commissioner would say 
these reforms are a necessary but not sufficient way to decrease the number of uninsured. 
To say they~re going to improve access is a bit misguided." -- PATRICIA BUTLER, HEALTH 
CARE CONSULTANT, B0STON GLOBE 7/3/94 

Many federal health reform proposals, such as the Dole plan, reject the goal of universal 
coverage and focus instead on expanding "access" through a patchwork of incremental 
reforms including small group market reforms, insurance reforms, low-income subsidies, 
.community rating, medical savings accounts, voluntary alliances, tax credits and 
malpractice reforms. All ,told. more than 45 states have passed many of the reforms 
proposed in the Cooper and Dole bills. ' 

However, state-level experience' with non-universal reforms. implemented In recent 
years. has demonstrated no appreciable effect on total coverage levels or costs. Since the 
late 1980s, state-level health care reform activity has significantly increased, with more 
than 32 states passing incremental health reform,measures between 1989 and 1992, and 
more than a dozen more acting in 1993 and 1994, [Intergovernmental Health Policy Project, George 
Washington Universityl 

• 	 The recent experience of one state, where' community rating was implemented 
without universal coverage, bears out the unfortunate, forecasts. A Wall Street' 
Journal ana,.lysis noted that almost one year after this state had "adopted stiff 
insurance reforms, fewer people have health coverage than under the old system.'" 
[Wall Street Journal, 5/27/94] The reason: young people dropped coverage as rates went 
up, causing rates to rise further: between 20-35% for some insurers. 

• 	 In Hawaii,- however" where reforms include universal employer/employee 
contributions, coverage approaches universal and, "health insurance premiums are 
about 30 percent cheaper, while almost everything else in Hawaii is more expensive, 
than on the mainland." J New York Times, 5/6/94; I ' , 	 . 

Nor has the promise of better rates or cheaper benefits brought non-insuring small 
businesses into the system. 

• 	 Beginning in 1986, 11 states and non-profit groups began a demonstration program 
specifically aimed at increasing coverage' by making health insurance more affordable 
and available to uninsured small businesses and individuals. Of the, 11 
demonstration projects, ,all used voluntary measures: 10 developed new, less 
expensive insurance products or subsidized existing insurance products, and one 
developed a health.insurance information and referral ser~ice. 
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These demonstrations reached relatively few of the small businesses and individuals 
previQusly uninsured,)eading the study to conclude that "there is little evidence thai 
voluntary efforts alone will close the gap on the uninsured problem. " {testimony o/' w. David Helms, 
Ph.D., be/ore the U.S. Senate Committee on Finance { 

: " 

The results of these reforms
,States,Have.Already ·t~edIN~n..Universa' Reforms: I are illuminating: tens of 

thousands more working 
~ left uninsured, and 
massive increases in insurance 
costs. Even in the states that 
successfully increased the total 
number of individuals covered 
from 1988 to 1993, h~lfhad a 
decrease in coverage. among 
working peopl~ {March CPS, 1988 and' 

1993, Bu.reau. or the Canst/.s.!. 

Low-Income 
Subsidies/Medicaid 
Expansions 

46 

Source." Intergovernmental Heallll Policy Project, George Washingatn University, June 1994 
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A brief examination of representative states gives a taste of the differing outcomes that' 
follow universal and non-universal reforms. Iowa's reforms resemble those suggested by 
the Dole pIan. South Carolina's resemble the Cooper/Finance Committee plans. Hawaii is 
the state that has come closest to providing universal care. . 

1) NOlll-ullliverseJ reforms Ueave more workilllg people tdlllCOveredl.. 

Insurance Reforms Without 
Expanded Coverage For Workers 
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Sources; 1988, 1990, HJ93 CPS 
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, . 
2) NOlll-Ullllliversru.refoll'ms have hUd state. budgets -- and raised workilllg people's 
taxes. .,. 

Iowa and South Carolina -- states that 1110st closely resemble the Dole and Cooper/Senate Finance plans 
-- enacted insurance market reforms with subsidies for poor people. Since reform, state spending on 
health care has continued to increase, forcing state officials to reduce funding for education and crime 
prevention. I'n these states, income taxes on working people contilllle to rise, even as more working 
people go without insurance. The message is clear: non-universal reform means that working people pay 
more for insurance and in t:'1xes for the poor -- even as they lose health coverage themselves.' [Sources: 
1988, 19~::l CPS. State Government Finances 1988, 1992. U. S. Bureau of Census, State Government Tax Collection, 1988, 19921 
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NON-UNIVERSAL REFORM IS A HIDDEN TAX 
. ' 

ON THE MIDDLE CLASS AND ON BUSINESS, ' 

"[SJo long as millions ofAmericans remain underinsured and uninsured, cost shifting 
will continue, leaving a mechanism for unwarranted price inflation in health care. " -­
MINNEAPOLIS STAR TRIBUNE, 6/16/94. 

1) Non-universal reform leaves a hidden taxon wor~ill1lg families. 

People without health care coverage still get health care. But many of them don't pay for 
it. Their costs are shifted onto everyone who does pay an insurance premium. And their 
costs are higher because the uninsured often seek treatment after a problem has become 
a crisis, in a hospital emergency room. 

A recent Department of Health and Human Services Study found that of the 90 million 
emergency room visits in 1992, fifty million were for ailments that could have been' 
treated in a doctor's office -- at one-third the cost. [Source: National Hospital AmbulatoryCare Survey; 1992 
Emergency Depart.ment Summary; HHS, National Center /01' Health Statistics I 

The methodology used 
by the Congressional 
Budget Oflice to . 
analyze a similar plan 
indicates that the Dole 

, . plan would cover only 
1 in 5 uninsured. 

With 80% still 
uninsured, 
uncompensated care 
will remain at $18 
billion in 1998 alone . 

.. So the Dole plan 
leaves $18 billion to be 
paid by working people 
who do have 
insurance. 

Hidden Health Care Tax 
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2) Incremental reform is a hidden tax on businesses that provide coverage. 

. Another way to think of this Dole cost-shift is as a tax on businesses who provide 
coverage. Since most Americans get their insurance through work, businesses are forced 
to cut dividends, divert money from needed R&D, and cutback on hiring. 

DOLE PLAN 
Hodden Tax 001 ManlUlfacturers 
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Sources: 	 Calculations Based On Data from Lewin, VHI report for National Association of Manufacturers, 1993; 
Tile Dole Plan 

991 (actual) 
Cost Shift 

The mid.(Ue class gets squeezed coming and going -- either paying 
higher pl'emiu.ms themselves, 01' seeing jobs lost' as empJl.oyell"S cut 

.back to covel' costs shiifted onto them by businesses that don't 
insure their employees. 
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"INCREMENTAL REFORM FAILS OTHER KEY TESTS 


1) Half-measures perpetuate "job-lock" by failing to ensure portability. 

"! have great trouble seeing how you get portability without universal coverage." --U.S. SENATOR 
JOHN CHAFEE 

• 	 If you move to a new job and your new employer doesn't contribute, all incremental reforms 
give you is the right to assume the full burden by yourself ~- whether or not your family can 
afford it. Incremental reform means million~ could still lose coverage when they change jobs, 
be dropped if they. can't afford their premium, or forced to wait six months. for new coverage. 
That's not portability. . . 

• 	 Until we have true portability, we will never eliminate "job lock". Surveys suggest that as 
many as one in three working Americans are trapped in their current jobs because they fear 
losing the health insurance their families depend on. The CBOconcluded that incremental 
reforms can "reduce" -- but not solve -- this problem. ["Health Benefits Found /0 Diiter Switches in Jobs." ~ 
New York Times. 9126/91; Qill, 4/94, p. 28] 

2) Non-universal reform cannot eliminate pre-existing condition exclusions. 

"!t will be nearly impossible without universal coverage ... to outlaw the common industry practice of 
refusing to cover people with known medical problems, so called pre-existing conditions. /I 

-- THE WALL STREET JOURNAL 6115/94 

• 	 Without universal coverage, pre-existing exclusions would mean many healthy people would 
choose to "ride free" and go without insurance, knowing they could buy it when they get sick. 
This would drive up costs for all the people in the system. (Wall Streei JQumal6/15194) 

, 	 "". 

3) Incremental reforms perpetuate welfare lock and discourage work. 

"At least one million adults and children are on welfare because it's the only way their families can 
get health care coverage" -- MOFHf AND WOLFE, 1/90. "[an incremental· approach] ·would produce 
devastating disincentives to work. .. the creation ofa near poverty trap... would result. " -- AARON 
IN NEW YORK TIMES, 2113/94 

• 	 Even if the Dole proposal were fully funded -- which it is not -- it would only subsidize a 
portion of the premium for those families and individuals well ~ the poverty line. Welfare 
mothers going back to work would not only pay their own premiums, their taxes would pay for 
health care for those still on welfare. One expert says that the Dole plan would "make working 
irrational." On the other hand, an analysis of the effects of a universal proposal estimates that at 
least 840,000 people -- 15% of welfare rolls -- will seek jobs if the President's reform passes. 
[Wolfe. University a/Wisconsin, LA. Times.l 1/18/93; BasIon Globe, 7/3/94} . . 
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Shared Responsibility: The American Way 


Shared responsibility is the American way -- part of the American tradition of work and reward. 
< Nine out of ten Americans with private insurance already get it through their workplace. Real 
health care reform will continue this tradition, building on the existing system and expanding it 
to include all Americans. 

And shared responsibility will lower costs for businesses that already insure their workers. Small 
businesses benefit most. And studies reveal that real reform will not slow the economy, and may < 

even create jobs. < 

This health care reform. debate is coming down to a choice between two approaches. One builds 
on our American system of workplace health benefits, and makes sure employers live up to their 
responsibilities; The other approach encourages employers to drop our health care coverage. For 
middle class Americans, its an obvious choice~ 

The American people overwhelmingly support Universal Coverage: 78% according to a recent 
ABC NewslWashington Post Poll [June 27, 1994]. And shared responsibility is the fairest, most 
economical, and least disruptive way to get there. 



I. WITHOUT SHARED RESPONSIBILITY, COST SHIFTING WILL 
PUNISH RESPONSIBLE BUSINESSES 

There is often cost-shifting among finns in the same industry, "creating a situation where some 
employers may actually subsidize health care provided to employees in competing firms. " [National 
Association ofManufacturers, "Employer Shifting Expenditures." prepared by Lewin ICF, December 1991} 

The current system forces responsible employers to pay for insurance three times: First, for their 
employees. Second, for dependen~s of their employees who work, but don't get health care from 
their own jobs. And third, for the uninsured -- many of them working people -- who show up in 
America's emergency rooms, and whose unpaid costs are added to the bills of those who do have 
insurance. Cost shifting is a hidden tax on responsibility and on employment. 

• 	 In 1991, employers who 
took responsibility for Hidden Tax On America's Business: employees and their 

Responsible Businesses Pay 3 Ways families paid $26.5 billion 

to cover dependents whose 

employers did not offer 

insurance to their 
 $200
workers; '[National Association of 

Manufacturers, "Employer,Cost-Shifting 

Expenditures," prepared by Lewin-ICF, 

December 1991] 
 $150 

$100• 	 That same year, employers 
who took responsibility for 
their employees' insurance 

$50
also had an additional $10.8 

billion added to their 

premiums to cover the' 
 $0 

uncompensated hospital 
 Soun;e: "National As;ociIItion of MsnufactulllI'S, "Employer COIlMlhilling &pel'lCiltu/N.' ptep/JJ'8d by /..8Wtt>-ICF, Deceml)er 1991 

costs of families without 

any insurance. Nearly half of this was to pay for "workers, or dependents ofworkers, in 

firms that didn't provide coverage." [National Association ofManufacturers, "Employer Cost-Shifting 


Expenditures," prepared by Lewin-leF, December 1991] 



The manufacturing industry -- a critical source of high-wage jobs and export-quality 
American goods -- has been hard hit by cost shifting. America's manufacturers are among the 
nation's most responsible sector, covering almost all of their workers. They must compete 
against foreign manufacturers with a stable, insured, productive workforce, while carrying the 
extra burden of companies that do not provide coverage. . 

• 	 Bethlehem Steel has 20,000 employees but pays insurance for 160,000 people. Although 
locked into a competitive battle with Canadian steel producers just across the border, 
Bethlehem is burdened by $65 million in additional health care costs -- almost a third of 
their total health care bill -_. because of cost-shifting. [Testimony of B. Boyleston, V.P. for Human Reso'urces, 
before Congressional Steel Caucus, 6/23/94] 

• 	 One study estimates that 28% -- or $11.5 billion -- of the health care costs paid by 
manufacturing companies are a result ofcost-shifting. [National Association of Manufacturers, 
"Employer Cost-Shifting Expenditures." prepared by Lewin-ICF, December 1991] 

Most of Manufacturing Cost Shift Is 
From Wor.kers In Other Firms 
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• Universal coverage will eliminate the penalty on businesses that provide coverage . 
. "Universal coverage would mean that those firms that now offer insurance would no longer 
need to pay indirectly through higher doctor and hospital bills for the care given to 
uninsured workers and their families. On the other hand, firms that do not now provide 
insurance could no longer ride free. " [CBO.2I94] 



II. 	 AVOIDING SHARED RESPONSIBILITY MEANS MORE 
WORKERS WILL LOSE THEIR COVERAGE 

"For those who have suggested that the best policy may be to muddle through with only small, 
incremental changes, our analysis suggests that the number ofuninsured workers in small 
businesses will continue to grow. Ifour survey proves true, in the years ahead 30 percent of 
small businesses currently providing insurance will drop their insurance coverage because of 
the high cost. /I [Health Affairs, Spring 1992] 

• 	 Under one proposed plan, where benefits were not guaranteed at work, two million workers 
in small businesses would lose their employer's contribution. [CBO,2/94] 

• 	 Another reform alternative would cost 1.3 million Americans their insurance every month. 
And 1.8 million Americans a month would lose their coverage under yet another leading 
alternative. [Lewin-VHI estimates for Families USA] 

• 	 If employers are allowed to dodge responsibility every worker in the United States will be at· 
risk of having to bear the entire burden of health insurance alone -- $3900 or more ea.ch year. 

More and more, employees are being hurt as rising costs force companies that take 
responsibility to cut back. 

• 	 The percentage of 
workers whose 
employers sponsor 
health insurance plan 
is already falling -­
from 81 % in 1988 to 
78% in 1992. In 
1978, 23% of new 
companies offered 
health benefits to their 
employees. In 1992, 
. that percentage had 
dropped to 15%. 
[Department ofLabor, 5194; 
University ofNortb Carolina, 
8192] 
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• 	 Nearly six in ten Americans earning between $30,000 and $50,000 a year have experienced 
health benefit cutbacks in their households. The percentage of families with full employer. 
paid coverage fell from 32% in 1988 to 19% in 1992. [New York TimeslCBS News Po11417193; Hay/Huggi~s 
Benefit Report, 1992] 

• Steve Burd, President 
and Chief Executive 
Officer ofSafeway 
Inc. -- one of the 
world's largest food 
retailers -- said his 
company competes 
"with some very large 
companies that don't 
offer the same kind of 
coverage." Ifhealth 
reform doesn't pass 
with the employer 
mandate, Burd fears 

. that Safeway might be 
forced to curtail its 
co"erage "to level the 
playing field." [LA Times 
Friday July 22. 1994] 
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Some voluntary systems end up creating welfare-like incentives for irresponsible behavior. 

One proposed plan would cause employers that take responsibility for their workers to bear even 
greater costs. Employers are encouraged to shove their employees out of the system, where 
taxpayer-funded subsidies will help workers buy coverage. 

• 	 The cost of subsidies to taxpayers could be '~much higher" without benefits guaranteed at 
work. The study found that under these proposed schemes companies would have 
"powerful incentives" to drop coverage for their employees and to shift costs to the 
government, which would subsidize the premiums. [Center on Budget and Policy Prioritie~] 



III. SHARED RESPONSIBILITY IS GOOD BUSINESS 

"The simple math is it saves the company money. [fcosts about $1,500 per year to cover each 
employee, part time andfull time, and the cost ofattrition ifwe have to hire and retrain a new 
employee is over $3,000." [Starbucks CEO Howard Schultz 1 . 

• 	 Starbucks Coffee, with 4,800 employees, was named one of the fastest growing companies 
in America in 1993 by Fortune Magazine. ·CEO Howard Schultz believes that a 
comprehensive employee benefits package for all workers is the key to competitiveness: "At 
Starbucks Coffee Company adding benefits for part-time andfull-time employees is leading 
to a healthier worliforce and bottom line. The longer an employee stays with us, the more we 
save." And Starbuck~ posts higher profits every year, sales have grown almost 80% over the 
last three years, and the stock price continues to climb. 
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• 	 PictureTel, the technology and market leader in video conferencing, has doubled the number 
of its employees since 1991 to 865. They are able to provide health care benefits to all their 
employees and yet still grow at world class rates -- an astonishing compounded growth rate 
of 97% over the past five years. PictureTel is the market leader both in the U.S. and in 
Ewope. 
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Shared responsibility works around the world. 

"[Pizza Hut and McDonalds1are living proofthat shared responsibility works for employers and 
employees, and as a means for a nation to achieve universal coverage, " [The Health Care Reform Project, 
"Do As We Say, Not As We Do," July 1994] 

• 	 . Pizza Hut, which earned a net profit last year of$372 million, does 1121 contribute to health 
insurance for many of its hourly restaurant workers in the United States. The company does 
make a group insurance plan available, but employees are required to pay the full amount. . 
After six months, the company will cpntribute to the cost of supplemental coverage, but 
paying for the basic plan is still the responsibility of the employee. 

By contrast in Germany, Pizza Hut is required to pay 50 percent of its employees' premiums. 
As of 1991, there were 64 Pizza Hut restaurants in Germany with revenues of$39 million 
and 2,100 employees. In Japan, Pizza Hut is required to pay 50 percent of the premiums for 
employees who work at least 30 hours per week -- as most do at any of the company's 65 
Japanese restaurants. Pizza Hut is doing so well there that two years ago the company 
announced its intention to quadruple the number of Pizza Huts in Japan by 1997. 

• 	 McDonald's does not cover hourly or part-time workers at its restaurants in the United 
States. However, McDonald's does pay for coverage for its workers in Belgium, Germany, 
Japan, and The Netherlands. Germany is one of McDonald's six largest markets, with 27,000 
employees and revenues of nearly $1 billion in 1992. Likewise, in The Netherlands, 
McDonald's now has 100 stores, a 17.6 percent increase over last year. In Japan, the number 
of McDonald's restaurants (1,048) has increased 8 percent since 1993. 



IV. SHARED RESPONSIBILITY HAS A SMALL IMP ACT ON BUSINESS 

':In the past, we have taken similar actions to assure workers a minimum wage, to provide them 
with disability and retirement benefits and to set occupational health and safety standards. Now 
we should go one step further and guarantee tha/all workers will receive adequate health 
insurance protection. /I [President Richard M. Nixon] 

"1 can assure you that there's not going to be a single job lost if the insurance plan you are 
proposing goes into effect. II [Eric Sklar, Owner, Burrito Brothers Restaurants] 

• 	 A system ofemployer-employee shared responsibility makes sense because it builds on the 
existing system. Nine out often Americans with private insurance get it through employers. 
[EBRI, 1194) 85% of firms with more than 25 employees offer their workers health benefits. 
[HIAA, "Source Book of Health Insurance Data," 1992] 

• 	 A recent survey of over 1,000 major employers, including Fortune 100 and Fortune 500 
companies, found that "almost all provided medical coverage to full time salaried' 
employees." [Daily Labor Report, 3/1/94] 

• 	 Many businesses that already provide coverage could see costs actually drop as the burden of 
cost-shifting is lifted; Small businesses -- who currently pay 35% more than large businesses 
to ensure their employees than their larger counterparts -- would benefit most dramatically. 
[Hay Higgins Report] 

• 	 The President's original proposal capped contributions at 7.9% ofpayroU, and with discounts· 
many small businesses would have paid only 3.5%. Every congressional proposal pending 
contains even greater protection for our nation's smallest companies. All of the proposals 
would have costs far below the 90 cent per hour minimum wage increase signed into law by 
then-President George Bush. 

• 	 Recent studies of the minimum wage increase show negligible effects on employment. A 
study comparing fast food employment in New Jersey where the minimum wage increased, 
and Pennsylvania where wages stayed stagnant, found a greater employment increase in New 
Jersey. [Card and Krueger. Princeton University] 

• 	 Studies have estimated that reform with shared employer-employee responsibility will create 
jobs -- as many as 258,000 in the manufacturing sector, and as many as 750,000 in home 
health care. ["The Impact of the Clinton Health Care Plan on Jobs, Investments, Wages, Productivity and Exports: Economic 
Policy Institute November 1993; Reuters, from Brookings Institute study, 9/17/93] 



• Since 1988, the number 
of working uninsured Working Uninsured 1988 -1993 
in America has 
increased by 21 %. But 
during that same period 

Percent Increase In Working Uninsured 
30% .-------~----------------------------_, 

Washington enjoyed a 
19% decrease in its 20% 

working uninsured, 10% 

Hawaii saw a 15% 
dropped in working 

0% f----­

uninsured, and ·10% 

Oregon's shrank by 
·20% 

2%. [CPS and Census data, 
1988, 1993] 

V. HAWAIl: HEALTHIER BUSINESSES, HEALTHIER PEOPLE 

"It is clear that the "employer mandate, " ... has succeeded in bringing Hawaii to the threshold 
ofuniversal health insurance coverage. That seems to have helped restrain health care inflation, 
a serious problem here but less critical than on the mainland: health insurance premiums are 
about 30 percent cheaper here, while almost everything else in Hawaii is more expensive. " 
["Hawaii is a Health Care Lab as Employers Buy Insurance'~ New York Times, 5/6/94] 

Shared responsibility is neither an untried novelty nor an exotic import unsuited to the American 
way of business. 

Hawaii (1974), Oregon (1989) and Washington State (1993) are the only states with a current 
commitment to universal coverage. All have chosen employer-employee shared responsibility as 
the most practical way to achieve it. 

• Hawaii, the state that's had shared responsibility the longest, has 96% coverage. Employer­
paid premiums are 30% lower than they are on the mainland. [GAO, 2194; Hawaii Department ofHealth, 
11/92]. 
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Premiums Are 30% Lower Than The National Average 



• 	 Since Hawaii began asking all employers to provide ihsurance in 1974: the unemployment 
rate has dropped to one of the lowest in the nation; small business creation ,has remained 
high; and the rate of business failures is less than half the national rate. [Hawaii Department ofLabor 
and Industrial Relations; Dun and Bradstreet Monthly New Business incorporation Rate; Journal of the American Medical Association. 
5/19/93] ­

"Universal access is in itselfa cost-containment strategy, Because virtually all ofHawaii's 
people have access to primary care through the employer mandate and the state programs it has 
made possible, utilization ofhigh-cost services is well below the rest ofthe nation. This leads to 
low health care costs, comparatively low small business insurance rates, and a lower portion of 
gross domestic product spent on health care when the state is compared to the rest ofthe 

,nation." ["Hawaii:r Employer Mandate and it's Contribution to Universal Access" .lAMA, 5/19/93] 
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HEALTH CARE REFORM -- OPl'ION 1 

o 	 No Mandates. Under this plan. neither employers nor employees would be 
required to purchase health care insurance. 

o 	 Tareeted Subsidies. Subsidies would be available to encourage certain low 
income individuals and fJIIllS to purchase insurance. These subsidies would be 
targeted to groups that tend not to have health insurance. 

o 	 Sub.sidies Capped at Premium Tarl:.ets..To the extent premiums exceed the 
statutory premiwn targets outlined below, individual and busIness subsidies OIily 
will be available up to the value of the premium target. Assume, for example, a 
low income individual eligible for subsidies equal tb 100 percent of his premium 
cost. If he chooses a health plan with a premium above the statutory t8l'get, only 
that portion of the premium below the target would be 100 percent subsidized. If 
and When. we put CIlJIS in plJ:zce is yet to be determined.. 

o 	 Targeted Individual Subsidies. The following subsidies would be available to 
individuals: 

o 	 I..ow..iJicome families. Beginning in 1997, low income individuals and 
fami1ic::s would receive a sUbsidy worth a fixed percentage of the average 
premiuin~, ~~r those below 75 percent of the Federal poverty level, these 
s~bsidies. '\V9\1ld'equal ioO p~rcent of the premium. For persons with . 
inconie:he~een 75 ;:m.d 200'percen~ ofpoveny, the subsidy would range on 
a sliding sCale from 100 to, 0 percent.,'COTlsiiJerationis being given to 
phasing ourofer 100 to 200 percent ofpoverty. 

'Tomaxim~~,participation;nidividuals .deiepnined to be presumptively 
eligible for Ion percent subsidies automatically'would be enrolled at point­
of~ervice.' ' 

o 	 Cash assistance recipients. Beginning with the January 1, 1997 
abolishinent ,of Medicaid, . cash assistance recipients would receive subsidies 
equal to 100 percent of the premium. 

a 	 ~nrier non.;.cssh Medicaid' eIiKibles., ~eginnjng in lQ97, mdividlJals who 
would be, m~~yneedy or other n~ll:::cash i,ecipientsurid.er the, ctlrrent 
Medicaid prograin (except pregriani women, infan~ 'and"children) would.. ", 
reCeive subsiQies, covering 100 percent of the premiu:Qt for six months, then 
would be'treated the same as others based on income. ' 

http:i,ecipientsurid.er


o 	 Indivjdua1.s leavinlLwelfare for work.. Beginning in 1997~ m'dlviduals 
]eaving welfare for work wouJd receive subs,idies equal to 100.percent of 
the premium for two years (not one year limit under current law). 

a 	 Low income preenant women and childien. Beginning in 1997, pregnant 
women and children under 19 with incomes up to 185 percent of poverty 
would be eligible [0 receive subsidies equal to 100 percent of the premium. 

. For those with incomes between 185 percent and 240 percent of poverty, 
the subsidies will range on a sliding scale from 100 to 0 percent. As above, 
individuals· determined to be preswnptively ~ligible for 100 percent 
subsidies would be automatically enrolled at point-of-service. 

o 	 Teml)orarily uneml)loyed, uninsured. Beginning in 1997, individuals 
. working for six months in a job with insurance would be eligible for the 
.low mcome subsidy for up to six months after lOSing their jobs. In 
calculating these persons' eligibility for such subsidies, AGI will be adjusted 
to exclude (1) Wlemployment compensation and (2) 75 percent of income 
earned while employed. To maximize participation, individuals would be 
encouraged to enroll when applying for unemployment insurance benefits 
(we're still checking with DoL on feasibility 'of this last item). 

o 	 'Employer Subsidies. The following subsidies would be available to employers: 

o 	 Employers who expand covera~e to additional workers .. Beginning in 1997, 
employers who expand coverage to all their ,employees in a specific class 
(i.e., full time, part time)wouId receive subsidies to make. their employees' 

, premiums niore affordable. 	 Employers ,would pay the lesser of5.0 percent 
of the preinium or 8 percent' of each newly insured employee'S wages. The 
employee would pay 50pe~cent of the premium, With workers with incomes 
under 200. percent of PQverty eligible . for the individual subsidies described 
aboye~ This subsidy'wo:uId-pe avaibi..,le to employers for a m8ximum of 
five years.' . '., "'~ . . -:. . 	 . 

o 	 Individuals up to aee 25•. To further maximize ,Coverage, dependents couId be 
. covered under patents' poliCies imtil. they ~,25. . 

, . 
- . 

o 	 Premium Assessment. As'provided for' in HSA, a national per capita baseline 
pieinium target would be established and adjusted for each health care coverage 
area. To the extent community rated plans exceed that target, they would pay an 
assessment on the excess at :fl' rate of 25 percent..As in HSA. the initialtarg~tfor 
coIDinunity rated plans woul4 ~,~ 'estabiished based on Current expenditures: The 
pcr 'Capita target for bo~ comIlll.miW. rated and experlenCe<irated plans woUld 
increaSe at' the following rates,', exCept that the target fo~ experienced rated plans 
would be measured on a three' year rolling average'basis: . 

, . 

1996: CPI + 3.0% 
1997: CPI + 2.5% 
1998:§i beyond: . CPI +' 2.0% 



.' 
....,\ 

tfJ -' a Risk Adjustment Risk adjustment between community-rated health plans to 
account for differences in health status among enrollees. 

' 

In addition, experienced rated plans would be required. to make transfers to the 
community rated plan pools to adjust for the increased morbidity rates in the 
community rated pools due to the coverage of the nonworking population. 
including the former Medicaid population, retirees, and other individual 

, purchasers. The Secretary of HHS would estimate tlie above average costs .. 
inCurred by community rated plans that provide services to individual purchasers 
and that total amount of costs would be assessed on a per c:::apita.basis from all 
insurance plans, including those in the coinmunity rated pool and in the ' 
experience rated market. The receipts would then be redistributed to community 
tated plans based on the portion of above average cost individuals they enroll. 

a In$urance Market Reforms. A1i follows: 

o Market seweDts and boundaries. Firms wi,th fewer than 500 workers and 
individual purchasers (self-employed, nonworkers, Medicaid-eligibles) 

. would be in the community rated pool. Firms with 500 or more workers, 
existing Taft-Hartley plans, and rural cooperatives with 500 or more 
members would be pennitted [0 self-insure or purchase experience-rated 
coverage. 

o . COnimunity rating requirements. CommUnity rated plans could modify 
their rates based on coverage category (e.g., single, family, etc.). geography, 
and age (with 2:1 band for population under 65 years of age).. Each health 
plans wouldbe required to establish asiligle. set of rates for the standard 
benefits pacIcage applicable to an' individuals and groups within the ' 

. communitY:'rate4 segmcntof a Community rating area. RatesforlUPCs 
. coul9 be. dIsoounted to reflect.admiIiiStrative savings.' . 

, : " ",',., I 

. 0 

. . 

Health plan 'l]Quirements~' Health supplemental benefits must be priced 
and sold separately from the comprehenSive benefits package. Plans would 
be $ubjectto the fol1owing-:~ket reforms: guarantee .issue, guarantee 
renewal, open enrollnient,Jimit pre-ex exclusions to 6 months; and exit 
from market rules. 

o GUliranty fund. States would be required to establish guaranty funds for 
all commUnity-rated health plans. 

o HlPCs. The plan includes multiple, competing; voluntary HlPCs. If a 
HIPC is not available in every. community rating area, states. ~ou1,dbe . . 
requircX1 to establish or sponsor HIPC in wlserVed area. HlPCs would be· 
reSponsible for entering into agree-ntents. with plans' and employers; 
enrolling individuals ,in plans; collec:tingand distributing, premium . 
payments; C()ordinatingout~of-cqv~~agewith other HIPCs; and providing 
consumer infonnatiori on plans' q~ty and cost. . 



HIPCs must accept all eiigible individuals and firms; provide enrollees a 
choice of at least 3 plans, including 1 FFS. Requirement of 3 -plans could 
be waived by Governor in rural areas. The National Health Board would 
establish fiduciary standards for lflPCs. lflPCs would be permitted to 
negotiate discounts with plans reflecting economies of scale in 
administration and marketing. 

Eligible employers (firms with less than 500 workers) must offer at least 
three plans, including a FFS to their employees. Firms could satisfy this· 
requirement by offering a fllPC to their employees. These frrms could 
choose from among the HIPCs in their community rating area. In order to 

qualify for employer premium contribution, employees would be required 
to purchase health insurance through the HIPe chosen by their employer. 
Employees could choose from the plans offered by the IDPC. 

o 	 Self-insured plans. In general, self-insured plans must comply with the 
above responsibilities and reforms, including employer and individual 
premium contribution requiremen~ coverage of a comprehensive package 

. of benefiTS, guaranteed issue and renewal, and pre-existing condition limits. 

o 	 Lo02 Tenn Care. This plan includes a federal entitlement capped at $48 billion 
over the 1995-2004 period. . 

o 	 . Medicare Drug. This initiative gives Medicare ben~fiCiaries three optiOns: fee-
for-service, a Drug Benefit Carriers option, and an HMO option--alleffective 

. 1/1/98. Beneficiaries would have a $500 annual ~eductible; a 20 percent copay; 
and an annual out-of-pocket limit of $1,200 in 19.98.· Medicare PaIt·~ p!:emiUm 
'-Youlrl: ~e increased by 25. percent of drug benefit costS,)vith Medicare ,paying the 
remaining 75 percent. . Drug manufa~turers would"sigri rebate agreementS With . 
IffiS in exchange for no formulary .. Drugs used as part of HMOs or capitated 
drug plans and the working aged would not be subjectt6 rebates. Rebates for 
single source and innovator multipJe source drugs would be 15 percent; multiple 
source drug rebate would be 6 percent .. . 

o 	 Revenue' Provisions. Same as Senate Finance, except high cost premium 
assessment and prOvisions on attached list, "Modifications to Senate Finance 
Committee bill." 
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HEALTH CARE REFORM •• OPTION 2 

o 	 Mandates. Under this plan, an employer mandate would be triggered in the year 
2000 if 95 percent coverage were not achieved under the voluntary targeted 
subsidy program. 

o 	 Tmeted Subsidies. Subsidies would be available to encourage certain low 
income in~ividua1s and firms to purchase insurance. These subsidies would be 
targeted to groups that tend not to have health insurance. 

o 	 Subsidies capped at Premium Tmets. To the extent premiwns exceed the 
statutory premium targets outlined below, individual and business subsidies only 
will be available up to the value of the premium target.. Assume, for example, a 
low income individual eligible for subsidies equal to 100 percent of his premium 
cost. If he chooses a health plan with a premium above the statutory target, only 
that portion of the premium below the target would be 100 percent subsidized. If 

. imd when. we put Ci1pS in pliu:e is yet to be'dete:rm:ined. . ' 

. . 

o 	 Tar~eted Individual Subsidles~The following subsidies' would be available' to 
individuals:' . 

o 	 l.ow;income families. Beginning in 1997, low income individuals and 
Uunili.~.would reCC?ive, a)ubsidy worth afuced percentage of the average 
pre~~ ,:}::,oi th9~C?,below 75perc.entof. the Federal poverty level, these 
subsidies would equal.IOO .percent of the premium.. For persons with . 
income betweeu'75 ~d 2QO percent ofpoverty, 'the subsidy would range on 
a sliding scille from.IOO to 0 percent. Consideration is being given to 
phDsingout Over lOOtii 200]ieir:!mt ofpovm.y.
.' -"-.', 

To ~e participation, iIidividUais determined to be presumptively 
. 	eligibl(~for lOOpetcent subsidies automatically would 1>eenrolled at point-

of..:service.' , 

o 	 Cash assistancerecipienti_, ,BegiInring with the Januruy 1, 1997 
abolishnient of Medicaid, cash assistance recipients would receive subsidies 
equal to 100 perCent ofthe'premiiun. . 

o 	 Formernon--cash Medicaid~liti~. 'Beginnirig.in: 1997, mdiylduals, who 
would Il,emedically needyorothe~noll-casbr~ip'ien~ 1:J1lder'the cur~e~t 
Medicaid program (except pre~t women, infants and cbilfiren) would 
receive(su'bsidies covering too. percent:of the premium for six months, then 

. would be' treated the saln.e as'others b~ed on income. 

http:Beginnirig.in
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o 	 IndiIiduals leavinvWelfare for work. Beginning in 1997,indiViduals 
leaving welfare for work would receive subsidies equal to 100 percent of 
the premium for twoyears (not one year limit under current law). 

o 	 Low income pre2nant women and children. Beginning in 1997, pregnant 
women and children under 19 with incomes up to 185 percent of poverty 
would be eligible to receive subsidies equal to 100 percent of the premium. 
For those with incomes between 185 percent and 240 percent of poverty, 
the subsidies will range on a sliding scale from 100 to 0 percent. As above, 

. individuals determined to be presumptively eligible for 100 percent 
subsidies would be automatically enrolled at pOint-of-service. . 

o 	 Temporarily unemployed, uninsured. Beginning in 1997, individuals 
working for six months in a job with insUrance would be eligible for the 
low income subsidy for up to six months after losing their jobs. In 
calculating these persons' eligtl>ility for such subsidies, AGI will be adjusted 
to exclude (1) unemployment compensation and (2) 75 percent of income 
earned while employed. To maximize participation, individuals would be 
encouraged to enroll when applying for unemployment insurance benefits 
(we're still checking with DoL on feasibility of this last item). . 

o 	 Employer Subsidies. The following subsidies would be available to employers in 
the absence of an employer mandate: 

a 	 Employers who ex.pand cOvera2'e to additional 'workers... Beginning in 1997, 
employers who expand coverage to all their employees in a specific class 
(i.e., full time. part time) would reCeive subsidies to m3ke thciremployees' 
premiums more affordable. Employers would pay the lesser of 50 percent . 

. . of the premium or 8 percent of each newlymsured. employee's wages. The 
.employee would pay SO perCent of the preinium, with workers with incomes 
under 200. percent of poverty eligible for the individual subsidies described 
above. This subsidy would be available to employers for a maximum of 
five years. 	 . . 

o 	 . Individuals UP to lie 25. To further maximize coverage, dependents could be 
CQvered under parents' policies until they ~ 25. 

o 	 Premium Assessment. As provided for in HS,A, a natiohal per capita baseline 
premium target would be established and adjusted for each health care coverage 
area. To the· extent community rated plans exceed that target, they would pay an 
assessment on the excess.' at a rate of 25 percent. As in HSA, the initial target for 
corilIliunity rated plans would·beestilblished based on current expenditures. ·The 
per' Capita target for both commliriityratedand experienced rated'plaIiswo~d 
increase at the follOwing rates, 'except that the target· for experiencediated plans 
would be measured on a three 'year 'rolling. average basis: 

1996: 	 CPI +·3.0% 
lQ91: 	 CPI + 2.5% 
1998 & beyond: cpr + 2.0% .­



o 	 Risk Adjustment. Risk adjustment between community-rated health plans to 

account for differences in health status among enrollees. 

In addition. experienced rated plans would be required to make transfers to the 
community rated plan pools to adjust for the increased morbidity rates in the 
community rated pools due to the coverage of the nonworking population, 
.including the fonner Medicaid population, retirees, and other individual 
purchasers. The Secretary of HF[S would estimate the above average costs 
incurred by community rated plans that provide services to' individual purchasers . 
and that total amount of costs would be assessed on a per capita basis from all 
insurance plans, including those in the conunWlity rated pool and in the 
experience rated market The receipts would then be redistributed to community 
rated' plans based on the portion of above average cost individuals they enrolL 

o 	 Insurance Market Reforms. .As follows: 

o 	 Market sefPDents and boundaries. Firms with fewer than 500 workers and 
individual purchasers (self-employed. nonworkers. Medicaid-eligibles) 
would be in the cOmmunity rated pool. Finns with 500 or more workers, 
existing Taft-Hartley plans, and rural cooperatives with 500 or more' 
members would be pennitted to self-insure or purchase experience-rated 
coverage . 

. a 	 Commun;ty ratin2 r.e:gnirements.. Community rated plan~ could modify 
their rates based on coverage category (e.g., single, family, etc.). geography, 
and age (with 2:1 band for population under 65 yeats of age until there is a 
mandate). Each,health plans would be required to establish a single set of 
rates for the standard benefits package applicable to all individuals and' 
groups within the colllDitinity-rated segment of a commUnity rating area. 

, Rates for liIPCs cOuld be discounted to reflect administrative savings .. 

. 0 • Hea1th ulan requirements.' 'Health' supplemental benefitS must be priced 
and sold separately from the~mprehensive benefits package. Plans would 
be subject to the following market reforms: gUarantee issue, guarantee 
renewal, open enrollmen4 limit, pre-ex exclusions to 6 months; and exit 
from market rules. ' ' 

o 	 Guaranty ,fund. States would be required to establish guaranty. funds for 
all community-rated health plans. 

o 	 HIPCs. The plan includes . multiple, competing, voluntary HIP,Cs. If a ' 
HIPC is not available in every,:community rating area, states ,would be 
required to establish orSPOnSO! HIPC, in unserved area. ' HIPCs would be' 
responsible for entering into agreements with plans alld emp~oyers; 
enrolling individuals in plans; collecting and distributiIlg premium 
payments; coordinating oui-of-coverage with other HIPCs; and providing 
consumer infonnation on' plans'quality and cost. 



IDPCs must accept all eligible individuals and firms; provide enrollees a 
choice of at least 3 plans, including 1 FFS. Requirement of 3 plans could 
be waived by Governor in rural. areas. The National Health Board would. 

1iI----- establish fiduciary standards for HIPCs. IllPCs would be permitted to 
negotiate discounts with plans reflecting economics of scale in 
adm.i.nistration and marketing. 

Eligible employers (firms with less than 500 workers) must offer at least. 
three plans, including a FFS to their employees. Firms could sal;isfy this 
requirement by offering a HIPC to their employees. These finns could 
choose from among the HIPCs in their community rating area. In order to 
qualify for employer premium contribution, employees would be required 
[0 purchase health. insurance through the HIPe chosen by their employer. 
Employees could choose from the plans· offered. by the RIPe. 

o 	 Self-msured plans. In general, self-insured plans must comply with the 
above responsibilities and reforms, including employer and individual 
premium· contribution requirements, coverage of a comprehensive package 
of benefits, guaranteed issue and renewal, arid pre-existing condition limits. 

o 	 Lone Term Care. This plan includes a federal entitlement capped at $48 billion 
over the 1995-2004 period. . 

o 	 Medicare Drui:. This initiative gives Medicare beneficiaries three options; fee­
for~service,a Drug Benefit Carriers option, and an.HMO option ~ all effective 
1/1/98. Beh~ficiaries would have a $500 annual deductible; a 20 percent copay; 
and an 81lD.u.al.Dut..of-pocket limit of $1,200. in 1998. Medicare Part B premium 
would be: ~cre~~(l by 25. percent of drug benefit costS, with Medicare paying the 
temainiri.g75'per~nt. Drug manu~acttir~iswoulci sign rebate agreements with 
~Sm'~c~~g~_~Q}:"no;formulaly.ptugsus~d ~ p~ ofillJ.lOsorcapitated 
drtig plans ~dth~;worldrig agedwmiIdnofbe'subjed:to rebates~ Rebates for 
single sou~ce':3:ridinllovator multiple source drugs would be 15 percent; multiple 
sour~ drug rebate would be () pe~cent 

o 	 Revenue Provisions. Same as Senate Finance, except high cost premium 
assessment and provisions on attached list, "Modifications to Senate Finance 
Committee bill.n .. 

o 	 Trieeer Determination. On January 15. 199~, the Health Care Coverage 
Commission-woUld determine wh~th~r the , voluntaIy system· has. ,achieved 95 
percentCoverage~ .If the Commission determines that at)~t,95'p~rcent of all 
Americans had health coverage, they would send recODlJ:i:ui~*datio;n,s' to the . 
Congress on how to insure the remaitiing ~ured individuals. If coverage is 
below 95 percen~ the Commission woUld send to COngteSsonFebrumy 15, 1999 
one or more leglslative proposals to·achieve:tinivers8J. coverc:ige. ' . 



o 	 Employer Mandate Ttie,ered. If universal coverage legislation (under an 
eh-pedited process) is not enacted by November I, 1999, an employer mandate 
would go into effect on January 1, 2000. 

o 	 Nature of Mandate. Under the mandate, employers with 25 or more employees 
. would have to pay 50 percent of their employees' premium costs, with the 

employee paying the remainder. Firms employing fewer than 25 workers would 
be exempt from the employer mandate. Individuals would be required to have. 
health insurance. 

o 	 Subsidies. Subsidies would be available to reduce both employer and individual 
costs:· 

o 	 Employers would pay the lesser of 50 percent of the premium or 8 percent 
of each employee's wage. 

o 	 Workers would pay the lesser of 50 percent of the premium or 8 percent of 
wages, or the most they would owe under the regular low income subsidy 
program available in the voluntary system. Workers with incomes under 
200 percent of poverty would be subsidized for their 50 percent of 

. premium on a sliding scale. No family would pay more than 8 percent of 
their AGI for their family's 50 percent share. 

o 	 Non-workers and those in exemptfirms would have the Ifemployee" share 
of their premium capped at 8 percent and would also be subsidiZed on the 
"employer" share of the premium according to a sep~te schedule that 
phases out up to 200 percent of poverty. 



National Health Care Commission 

A National Health care Commission would be established to monitor and make 

recommendations With respect to trends in health insurance coverage and costs. The· 

CoJllIIl.i.ssion would consist of seven members to be appointed by the President based on 

their expertise and national recognition in the fields of health economics, including 

insurance practices, benefit design, provider organization and reimbursement, and labor 

markets. 


The Commission would ,be appointed by the President within nine·months of 

enactment and confirmed by the Senate. The President would designate one individual 

to serve as Chairperson of the Commission. The terms of members of the Commission 

shall be for six years, starting on January 1, 1996, except that 6fthe members first 

appointed three shall be for a term of four years and three for a term of five years, 

other than the ChairpeISoil. . 


The Commission may be advised by expen private fiS well as public entities which . 
focus on the economic, demographic, and insurance market factors that affect the cost 
and availability of insurance. The Commission would conduct analyses of health care 
costs and health care coverage. 

Beginning in 1998, the Commission would issue annual reports detailing trends in 
. health care coverage and costs. The reports will include measurements of structure and 
performance of both costs and coverage broken down nationally, by state, and to the 

. extent practical by health care coverage area. . . 

. Among other things, the Commission would report generally on: 

DemographicS and employment status of the uninsured and reasons why they are' 

uninsured; 


Structure of health delivery systems; 

Status of insurance market reforms; 

Development and operations of health insurance pur~asing cooperatives; 

Sua:ess of market mechanisms in expanding coverage and controlling cos~ among 
employers and among housebolds; , 

Success of high cost health insurance premium tax in controlling costs; 

Adequacy of subsidies for low-income individuals and employers; 

Success of subsidy program in expanding coverage through employers and among 

households; 


The Commission would also issue detailed fmdings on the per capita cost of 



health care, including the rate of growth by type of provider, by type of payor, within 
9- States and within health care coverage areas. Such findings would also include the 

expected rate of growth in per capita health care costs. the causes of health care cost 
growtht and strategies for controlling such costs. 

On Januaty 15t 1999, the Commission would determine whether the voluntary 
system has achieved 95 percent coverage of all Americans. If the Commission . 

· determines ..(combine paper on mandate trigger) 

On January 15, 1999, the Commission would determine whether the market 
reforms .and assessments in this legislation have succeeded in controlling health care 
costs relative to the target rates of growth. Such determinations would be made on a 

. national and State basis. 

If the target rate of growth for national per capita premium growth have not been 
met, the Commission will consider and recommend to Congress a means of controlling 
health Care costs to the target set in this legislation or to an alternative target if the 
.commission determines that would be more appropriate. Congress shall consider sllch 
Commission recommendation under the same procedures, and at the same time, as it 
considers the Commission recommendation for achieving universal coverage. 

If Congress fails to pass such legislation, stand-by premium caps will go into 
effect requiring health plans to .limit future per capita premium increases to the target 
level. 

Alternative A: If at any point in the future, the Commission determines that 
health care costs in a State have failed to meet the per capita premium targetst staIidby 
premium caps will go into effect in that State. 

Alternative B: If at any point in the future, the Commission determines that one 
· half the insured population in the nation is enrolled in health plans subject to the high 
cost premium assessment, the following year standby premium caps will go into effect 
absent Congressional action. r 

. Alternative C: If at any point in the future. the Commission determines that 
more than half of the insured population in a State is enrolled in health plans subject to 
the high cost plan assessment, the following year standby premium caps will go into 
effect in that State. . 

QUESTION: HOW DO YOU BREAK TmS DOWN BY STATE; TO 
INDIVIDUALS RESIDING IN THE STATE? TO HEALTH PLANS IN A STATE? TO 
PROVIDERS IN A STATE? 

Alternative D: The. Commission will make a determination whether the subsidy 
caps in the legislation are undermining the affordability of health insurance premiums to 
subsidized hOllseholds and businesses. If the Commission determines that such subsidies 
are being seriously eroded, it will recommend to Congress a means of making insurance 

·more affordable including tluough higher subsidies or health care cost controls, which 



Congress will consider under· special fast track procedures. 



.' , , 

Options For Covering the U~insured 

GENERAL. THESIS:' In' the interim, . the. goal is tot9.rget fedt3ral 
dollars to the uninsured. Thus, :'target efficiency .. ··{federal' 
dollars, s.pent per newly insured person) .becomes amp.jor criterion 
of alternative poliCy choices. The, following general tools appear 

. the most efficient,.' 	 '. 

Second .issue· concerns affordability. Depending' on ,the, specific 
~olicies'pursued,~ ~nd, our ability to entice individuals, and 
employers .to· expan,d coverage, feder,al costs to cover all' the 
uninsured would range' from $30 Billion (if the private/public mix 
of payments~nder the HSA were achiev~d)to $72 Billion (if' the 
uninsured were covere~ eritirely throrigh public spe~dirig) per year 
when 'all ar~in~ur~d. ' 

~PEcrFIC POLICY OPTIONS 
~ " ; . . ~ .. . ..', \ . 

1. Covering Low Income' Populations (5-7 million uninsured), 
, . ,.' . 

, ','" 

. Ind'ividual-based'subsidies, Those under 75% of pov'erty re~eive 
. free care. B~tween 75%~150% based on sliding scale. 

", 	 . 

2. Tr~nsi tional. Insurance 'coyerag'e '(to be determ.l,ned).
, , 	 ' , 

Those losing their' jobs who W6re previous·ly. insured would . 
. receive coverage Eligibility is based on pr9spective l.ncome over 

, 	the next. quarter (could ha'vea different time period defined). 
Payments for the, coverage' would, be pasedon the' income...;,related 
scale inl. Coverage· would be through a community-rated pool (under
250) . .,' 	 ( 

" 	 . - . , 
,. 

3. ,Medicaid Options (6 million currently uninsured). 

. Provide a second year of Medicaid funding .for . those leavir:-g 
w~lfarefor work (durrent law is oneyeai~:' . 

pj::-o,Vide. financial incen:tives for ,states' to" inGrease 
'participation in . Medicaid (see' if any way states can ef.lrol:l 
ca'tegorically eligible ·that want Medicaid but not AFDC). Financial. 
incentives wo'uld operat:et,hrough: :chahging the .f,MAP; For instance, 
a 5% increase if.l part-icipation·w.ould increase the 'FMAP by X% 
Alternatively, the MOE. payments could be adjusted as participation 
rates increase. .. 

! 'Speed up coverage for low-income children and pregnant women. 
OBRA 90. mandate that all children living in poverty are to be 
covered ~y 2002--ch~nge to 1999 . 

. r' . 



, .' 

,4., ,Nondiscrimination rules, (11. 6 million currently ,uninsured) ." 

Use language ~imllai to Chafee. Goai'here is to provide 
assist~nte to individu~ls ih firms tha~ are ~ot'~nsured.C6uld bse 
samegene~al. appr~ach as Medicaid option; employers that inc~eas~ 
the percentage of their total workforce insured ,would, receive.s,ome 
level of support" fO,r those, (uninsured) workers. Intent in, the, 
interim is not to provide employer subsidies to currently insured 
workers.,' , " " "', ",' , 

5. Specially mcirketed program 'for th6s~ employe~~n6t currently 
offeringinsurarice (7":8 million in firms unOer25)'. 

Target product, for emPloyers' 'that have notofferecl 'insurance 
, ove,r' the pa~t, 1'8 'months (basis of el'igibility) --the national 
demonstrations (see below) used 6, to' 12 months' as their guide. 
Product would 'be HSA....:8%(same as the, ultimate mandated 'package) 
with 50% employer contribution. Worker share ,would b~ subsidized. 

- • .J 
, , 

We have ~ubst~ntial~~perienc~ with t~eseproj~ctsfrom several 
state demonstrations; most ¥:lere relatively ..unsuccessful 'in 
expanding enrollment. Some I however ,particularly in Flo~ida were.;...­
the Florida, oemo, was able to enroll nearly 20% of previously 
tininsured firms between ,the size of 2 and 19. Average grou~ size' 

, was' small--under S . (Side 'note: in' the' Florida experience , the 
toughest sell. was the owner; 8S% of those owning small firms were', 
insure~! The Floridastrategi was to sell the policy as 'SO/SO in a 
broaderpool--saved the o~n'er,money anoseemed fq.ir). 

Financing', 

,1,. 2% of, payroll assessed' on ,those workers, currently uninsured 
'(free rider assessment). A' pe~ capit,a assessmen~, would be levied 
using firms average payrollasbase~ 

,,2. Tobacco Tax. 

J. Risk adjustment ,assessment 'on firms outside the' corrununity rate. 

4. Bradley: tax revenue. 

Trigger. 

See attached page., Wouldgen?raTlyrequire SO/SO% with individual­
based subsidies. 

. r-' 



V 
~) Modelling specs for'MBB2 

('1 ;/,. 

Benefit package/premiums 5% below CBO's HSA, plus adverse 
selection Htax" of: 

1996-98 8% 
1999 (year 4) 6 % 
2000 (year 5) 5 % 
2001 (year 6) 0% 

Premium caps same as HSA, in principle, but will be 
impossible to get same effectiveness 
without universal coverage, since more $ 
will be outside premiums for a while .. 
Will supply percents and growth rates 
through time separately. 

, Before universal coverage (year 5), age 
rating 

maximum ratio 2:1. Use AHCPR breaks 
devised for L&HRlFinance. 

6 month pre-existing condition waiting 
period if previously uninsured, until 
universal coverage· 

reduces adverse selection, but. 
insignificantly (ignore). 

Uncompensated care pool for interim 
period 

Financed through community rate, 
should have no net effect on premium vs. 
CBO's HSA if premium caps in place 
and net average provider prices can be 
assumed to adjust appropriately each 
year as well, EXCEPT for utilization 
increase due to claims-based 
rehnbursement for high risk cases. 
Need to add x% to premium for this. 

General Individual Mandate after 5 years 
(nonworkers, part-timers, self-employed) 

Bulk of uninsured will get coverage in 
year 6. 

Medicaid cash capitated ~ in HSA from year 1 in all 
states 

Medicaid non-cash capitated until individual mandate,' 
covered from year 1 in all states 



Firms with 100+ employer mandate triggered if 85% of 
families in these firms who are currently 
uninsured are not covered after three 
years, individual mandate for these 
families triggered at the same time. In 
interim, all who purchase coverage get 
r~gular subsidies. Assume that if a firm 
covers, it pays at .least 80%-type 
obligation· (moe assumptions apply). 

Firms with 25-99 employer mandate triggered if 80 % of 
families in these firms who are currently 
uninsured are not covered after four 
years, individual mandate for these 
families triggered at the same time. In 
interim, al" who purchase coverage get 
regular subsidies. Assume that if a firm 
covers, it pays at least 80%-type 
obligation (moe assumptions apply). 

Firms with 1-24 employer mandate triggered if 75% of 
families in these firms who are currently 
uninsured are not covered after five 
years, individual mandate for these 
families triggered at the same time. In 
interim, all who purchase coverage get 
regular subsidies. Assume that if a firm 
covers, it pays at least 80%-type 
~bligation (moe assumptions apply). 

Firm subsidy schedule for firms that do 
offer: 

2.8-12% individual wage caps, depending 
on firm size and average wage of firm; 

Payroll assessments: firms with $ 10 that don't offer pay 1 % 
of payroll; 

firms with ~ 11 that don't offer pay 2% 
of payroll. 

firms with ~ 1000 pay??? (hard to levy 
with no mandate) 



3 

Household subsidies: HSA on 20 % share; 

HSA schedule for non-full time workers 
for 80% share, counting wage and self­
employed income; 

. MAYBE: overlay 4-6% income 
protection for workers in exempt firms; 



4 

I. 	 Financial highlights 

a Premium higher during interim transition to universal coverage, because: 

Medicaid larger percentage of community rating pool 

adverse selection until mandates complete 

a 	 Number of premium subsidy recipients is smaller during interim transition 
to universal coverage, until mandates complete universal coverage. 

a 	 Medicaid savings phased-in quicker, but given higher premiums, may 
require higher payments per capita than' in HSA. 

a 	 Number of uninsured determined by: 

II. 	 Risks 

a Medicaid "in" before universal coverage may increase pressure for self­
insurance to avoid higher community rate. 

a May be impossilJle to sustain 1000+ assessment until year 4. Most 
financing packages need this money. 


a Uninsured problems could increase during interim. 




---

Description of phased-benefit plan 

1. 	 Mandate plan 15-30% cheaper than SBP (5% below HSA) during 5 year 
transition. In year 6, SBP mandated for all. 

;,.,..---" 

Require MOE~SBP for firms offering today. Per worker obligation is based on l)' 	2. 
~. SBP, and firms with lower plan simply pay fraction of other firm's obligations. 

3.. 	 Have full individual and employer mandates with HSA schedule. Nonworkers 
have choice between catastrophic and SBPplan. Those currently uninsured with 
low expected expenses will choose catastrophic plan. This plus 1. will drive SBP 
premium up a bit (must be re-estimated or imposed a priori). 

4 . 	 Firm subsidies are 2.8-12% individual wage caps (Scenario A). 

.--:___ 5. Individual subsidies are HSA. 


__ 6.····.. Firms 1000+ pay 1 % of payroll. 




Modelling specs for MBB2 

Benefit package/premiums 5% below CBO's HSA, plus adverse 
selection "tax" of: 

1996-98 8% 
1999 (year. 4) 6% 
2000 (year 5) 5% 

~.~ . 2001 (year 6) 0% 

Premium caps 

, 

same as HSA, in principle, but will be 
impossible to get same effectiveness 
without universal coverage, since more $ 
will be outside premiums for a while. 
Will supply percents and growth rates 
through time separately. 

Before universal coverage (year 5), age 
rating 

maximum ratio 2:1. Use AHCPR breaks 
devised for L&HRlFinance. 

6 month pre-existing condition waiting 
period if previously uninsured, until 
universal coverage 

'. 

reduces adverse selection, but 
insignificantly (ignore). 

I 

Uncompensated care pool fot interim 
period 

Financed through community rate, 
should have no net effect on premium vs. 
CBO's HSA if premium caps in place 
and net average provider prices can be 
assumed to adjust appropriately each 
year as well, EXCEPT for utilization , 
increase due to claims-based 
reimbursement for high risk cases. 
Need to add x% to premium for this. 

i • General Individual Mandate after 5 years 
(nonworkers, rl4ytjt9Jt);fs, self-employed) 

Bulk of uninsured will get coverage in 
year 6. 

! 
v \ 

:Medicaid cash capitated as in HSA from year 1 in all 
states 

Medicaid non-cash capita ted until individual mandate,' 
covered from year 1 in all states 



2 

·:t~,' " 

Firms with 100+ employer mandate triggered if 85% of 
families in these firms who are currently 
uninsured are not covered after three 
years, individual mandate for these 
families triggered at the same time. In 
interim, all who purchase coverage get 
regular subsidies. Assume that if a firm 
covers, it pays at least 80%-type 
obligation (moe assumptions apply). 

Firms with 25-99 employer mandate triggered if 80% of 
families in these firms who are currently 
uninsured are not covered after four 
years, individual mandate for these 
families triggered at the same time. In 
interim, all who purchase coverage get 
regular subsi,dies. Assume that if a firm 
covers, it pays at least 80%-type 
obligation (moe assumptions apply). 

Firms with 1-24 ' employer mandate triggered if 75% of 
families in these firms who are currently 
uninsured are not covered after five 
years, individual mandate for these 
families triggered at the same time. In 
interim, all who purchase coverage get 
regular subsidies. Assume that if a firm 
covers, it pays at least 80%-type 
obligation (moe assumptions apply). 

Firm subsidy schedule for firms that do 
offer: 

2.8-12% individual wage caps, depending 
on firm size and average wage of firm; 

Payroll assessments: firms with ~ 10 that don't offer pay 1 % 
of payroll; 

firms with ~ 11 that don't offer pay 2% 
of payroll. 

firms with ~ 1000 pay??? (hard to levy 
with no mandate) 



3 

Household subsidies: HSA on .20 % share; 

HSA schedule for non-full time workers 
for 80% share, counting wage and self-
employed income; . 

MAYBE: overlay 4-6% income 
protection for workers in exempt firms; 
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I. 	 Financial highlights 

o 	 Premium higher during interim transition to universal coverage, because: 

Medicaid larger percentage of community rating pool 

adverse selection until mandates complete 
i '-. 

o 	 Number of premium subsidy recipients is smaller during interim transition 
to universal coverage, until mandates complete universal coverage. 

o 	 Medicaid savings phased-in quicker, but given higher premiums, may 
require higher payments per capita than in HSA. 

o 	 Number of uninsured determined by: 

II. 	 Risks 

o 	 Medicaid "in" before universal coverage may increase pressure for self­
insurance to. avoid higher community rate. 

o 	 May be impossible to sustain 1000+ assessment until year 4. Most 
financing packages need this money. 

o 	 Uninsured problems could increase during interim. 
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From: Jenny Marion 
. To: Ira Forman 


Date: May 27,1994 

Subject: Minimum Benefits in the FEHBP 


Andy Bush who works .for the minority Ways & Means Committee asked for a list of 
minimum benefits that are offered in the FEHBP. Insurance Programs is preparing a 
comprehensive list to be faxxed today_ 

From: Jenny Marion 

To: Ira Forman 

Date: May 27,1994 

Subject; Request for data on number of federal enrollees in Fee For Service 


Plans by state 

Celinda Franco from CRS called the Office of Actuaries to ask for a copy of data on 
the number of federal enrollees who are in fee for service plans by state. We were 
., "'. . . I I 
able to give her the numbers by plan. 

' .. 
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From: Nancy KICHA-T{ (N}!KICHAK) 
To: CJSMITH 
Date! Wednesday, May 25, 1994 8:31 am 

. subject = Request from Senator Kc~~edyts Ofice 

. suz·anne Calzoncilt .has requested ~he actuarial value of Blue Cross 
High Option. They are thinking of 'O·!.an ammendments that: define 
the benefit package in terms of acturial value. 

,, . 

., 

, .:. 
i. 
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ACIVUARIAL VALUES OF 1993 FEImP PlANS 

SODRCB: OP.MlRIGIOffire ofActuaries 

Plan Name 

Blue Cross I Blue Shield High 

Blue Cross / Blue Shield High PPO 

Blue Cross / nlue Shield Standard 

Bllle Cross / Hlue Shield Standard PPO 

B.A.C.E. 


FEHBP Program \Veighted Average 


( 

25-May-94 

Annnal Value 
of Self Options 

$2.048 


12.354­

$1.924 


< $2.336 


$2,037 


$2,227 
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Actmuial Value of Reform. Proposal 

As Compared to FRRB far 1993 


Proposal -, Wlgh Cost Sharlog 1..000 
.. Low Cost SbariDg 1.232 

.BCIBS Standard -Non-Pro 1.020 
-PPO 1.238 

Mail Handlers 1.070 

APWO 1..040 
I, . I. 

GEHA 1.060 

NALC 1.073 

Kaiser N. California . 1.250 

Kaiser S. CaIifomia 1.240 

U.S. HeaIthCare PenosyIvaDia 1.283 

HIP of New Yolk 1.336 

' .. 
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From: Nancy KICHAK '(NHKICHAK) 
To: CJSMITll 
Date: Friday, May 2',1994 8:58 am 
Subject: Request from Senator Chaffee's Office 

Senator Chaffee's oBice wants actuarial values of BC Standard and 
largest HMO. I am sending him the standard table. He also wants 
actuarial ,value withou1:i retiree costs. Since actuarial values 
are based on a standard inclusive group, he really wants an idea 
of premium. We will look to see what we have. 

i, 

I, 
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Possible Mitchell-Breaux-Boren-Like Compromise 

• 	 An 80% employer requirement on firms of more than 20 workers. 
If after 3 years, 90% of workers in firms of 20 or less do not 
receive employment based coverage, a full employer mandate is triggered. 

• 	 Firms covering their workers pay the lesser of the employer premium 
share or 2.8% to 12% of that worker's wages, whichever is less. Cap is 
determined by firm size and average wage in the firm. 

• 	 Firms not covering their workers pay, a payroll assessment of 1% if firms 
has 1-10 workers and 2% if 11-20 workers. 

• 	 Firms of 1000 workers or more are outside of the community rating pool 
and pay a 1 % payroll assessment 

• 	 Families not reCeiving coverage through their employer have their 
contributions capped at 4-6% of income; appropriate cap is determined 
by family income. 

• 	 Premiums benefits package are 5% below the CBO scoring of the HSA. 



Mitchell-Breaux-Boren-Like Compromise 

Government Subsidies: 
1 Year (1994) ($m) 83,218 

employer 25,130 
household 58,088 

Government Subsidies: ' 
5 Years ($m) 373,982 

employer 130,912 
household 243,069 

Government Subsidies: 
10 Years ($m) 1,009,331 

employer . 419,118 
household 590,213 : 

Select Revenue Estimates: '" 
Corporate l\ssessment 45,200 
Other Revenue 36,080 
Total (5 Years) 81,280 

Select Revenue Estimates: '" 
Corporate i\ssessment 86,200 
Other Revenue 64,080 
Total (10 Years) 150,280 

Net Effect on Deficit '" 
(5 Years) (2,398) 

Net Effect on Deficit '" 
(10 Years) (43,149) 

Net Effect on Deficit, 

i\djusted by 50% (10 Years)"''' (21,574) 


Notes on the estimates: 
Revenue estimates are for those components that differ from the HSA. Deficit effects are relative to the'" 
current system. Revenue estimates are preliminary; they are not official estimates. 


Sorting of firms is assumed to be 25% of HSA sorting. This is a preliminary estimate and may
"'''' 
understate outsourcing effects. 

••• 	 Due toth~ unofficial nature of these estimates, it is advisable to use a measure of 
conservatism in considering these models. We suggest a deficit reduction estimate that is 
half of that coming out of the model as a reasonable adjustment. 

**** 	 1 Year subsidy estimates assume a fully phased-in carve-out year. 


