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Dear Ms. Max,

In our telephone conversatlon earller this week you asked for w&
information supportlng the flnanc1al efflcacy of my health reform (ﬁ

proposal @W$PQU
"Enclosed is another copy of the one page overview of my proposal,‘%@
the bottom lines of which report ‘that my proposal will save Q
$292 billion over the first six vears of its operation and $175
billion per year thereafter. —In support of thése statements
I am enclosing a copy of the December 16,1993 CBO letter to ‘
Congressman Jim McDermott .scoring H. R. 1200, the.American Health
Security Act of. 1993. The entire letter deserves rereading
but pages 8 and 9 plus Table 2 (1nclud1ng my insert) which
follows page 9 is my prellmlnary response to your request
" for financial information supporting my proposal. °
Additionally, I am enclosing a sheet which is extrapolated from
Table 2. It emphasizes that if there is no reform: ‘
a) private health care costs will increase from $614 bllllon'
to $1,022 billion by 2003 - but with H. R. 1200 private health .
care costs would "increase only $310 billion - $712 billion less. .
h b) It points out that even with the universal coverage
- provided by H. R. 1200, public health care costs would increase
only $537 billion - a saving of $175 billion in total national’
" health care costs in the year. 2003. . .

- My proposal - llke H. "R. 1200 - is based on prov1d1ng unlversal
coverage and replac1ng other health care programs, . But it
contains several important and different strategieés,” for example:

~a) Insurance companies, HMOs, and providers will compete
on ‘the basis of excellence of the carerprovided - as judged
be those receiving the care in their own healthcare market area.
b) The "Oregon Benefit Plan” assures better cost-benefits.

T will promptly respond to your addltlonal requests for detalls
" about my proposal. I respect your ability and respon81b111ty
to 1nqu1re about’' features of my proposal which could not be
included in a one page overview and I look forward to rece1v1ng
your reguests, :

. Louis B. Blair HandsNet . "HN7442
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THE HEALTH CARE CRISIS - A PLAN FOR REFORM 4/22/96
THE PROBLEMS: During 1996, of the 260 million people in the
U. S. almost half will be unlnsured, seriously underinsured
or covered by Medicare or Medicaid. GAO reports state "20%
of the dollars spent on patient care is wasted, that up to 10%
is spent on avoidable administrative costs" There are no
incentives assuring quality or cost control!
THE PLAN: expand present managed care system to cover Medicare,
Medicaid, Veterans, Workman's Compensation and the 40 million
uninsured by strategies assuring quality care, cost control
and patient, provider and insurer satisfaction.

THE RECOMMENDATIONS: a universal coverage plan providing for: -

A) Federal Health Policy Board responsible for:

1) Issuing Health Care Insurance Cards (HCICs)

2) Setting health care benefits (Oregon Plan Benefits)

3) Designing form for annual reports of clinical and

financial outcomes.

4) Recommending to Congress:

a) the amount of the flat percentage increase of
. personal and corporation income taxes needed to
finance the health care benefits

b) indexing of these funds to the states in accordance
with the states' population and economic levels

5) Recommending to Congress that states establish state
health policy boards to receive and admlnlster the
capitated health care funds.

B) State Health Policy Boards responsible for.

1) Identifying their Health Care Market Areas (HCMAs)

2) Establishing eligibility standards for HMOs to bid for
franchises to prov1de health benefits in their HCMAs

- 'requiring HMOs' applications for franchise to include:

(a) identification of contracting providers (physicians

" groups, hospitals, pharmacies, various health care
- agencies and other suppliers).

(b) provision for prompt completion and submission of
the federally required outcome report. (The State
Health Policy Board to monitor but not interfere
with the HMO's provision of care.) The report is
to be made public.

(c) HMO's bid for a franchise covers only its operating
cost and profit. Thus, its bid and its operation
of the franchise is focused on competition with -
other franchises by the provision of quality care.

3) Receiving applications and awarding franchises.

4) Receiving federal funds and distributing them to
franchised HMOs after additional indexing needed
because of different costs among their HCMAs.

C) Graduate Medical Education should be separately financed.

- Extrapolations of CBO reports indicate this plan will save $292
billion its first six years, $175 billion annually thereafter.
Specific plan details will be supplied on receipt of requests.
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December 16, 1993

Honorable Jim McDermott
U.S. House of Representatives
Washington, D.C. 20515

Dear Congressman:

cc:

At your request, the Congressional Budget Office has prepared a
preliminary estimate of effects of the spending provisions of H.R. 1200, the
American Health Security Act of 1993. If we can be of further assistance,
please call me. The CBO staff contact is Paul Van de Water (226-2800).

Sincerely,

i , R —
' @ _ t//“ ;
\\, .

Honorable Dan Rostenkowski
Chairman ‘
Committee on Ways and Means

Honorable Bill Archer
Ranking Minority Member
Committee on Ways and Means

Honorable John Dingell
Chairman ,
Committee on Energy and Commerce

Honorable Carlos J. Moorhead
Ranking Minority Member
Committee on Energy and Commerce

Honorable Ronald V. Dellums
Chairman |
Committee on Armed Services

Robert D. Reischauer



Honorable Jim McDermott
Page 2 :

Honorable Floyd Spence
- Ranking Minority Member
Committee on Armed Services

Honorable William Clay
Chairman
Committee on Post Office and Civil Service

Honorable John T. Myers
Ranking Minority Member
Committee on Post Office and Civil Service

Honorable G.V. Montgomery
Chairman )
Committee on Veterans’ Affairs

Honorable Bob Stump
Ranking Minority Member
Committee on Veterans' Affairs

Honorable Pete Stark
Chairman

~ Subcommittee on Health _
Committee on Ways and Means

Honorable Bill Thomas

Ranking Minority Member
Subcommitte on Health
Committee on Ways and Means



December 16, 1993

“H.R. 1200, AMERICAN HEALTH SECURJTY ACT OF 1993

- H.R. 1200 would create a single-payer program of national health insurance
modeled after the Canadian system. The bill, coauthored by Congressmen Jim

McDermott and John Conyers, was introduced in March 1993 and has 91 current
cosponsors. This memorandum provides a preliminary estimate of the effects of
H.R. 1200 on government outlays and national health expenditures. It does not
include an estimate of revenues, because many of the revenue-raising provisions
of H.R. 1200 were included in the Omnibus Budget Reconciliation Act of 1993.
The estimate assumes that the bill would be enacted in 1994 and that the program
would begin in 1997. A recent CBO paper, Estimates of Health Care Proposals
from the 102nd Congress (July 1993), summarizes CBO’s methodology for
estimating the effects of health reform proposals and emphas:zes the uncertamty
of such estimates.

SUMMARY OF THE BILL -

H.R. 1200 would make all legal gesidehts eligible for comprehensive health
_benefits with_no_out-of-pocket payments for acute care or preventive services.

People would pick their own health care providers, and providers accepting
payments from state programs would be prohxblted from billing patients for
covered services. -

. _The ngtiongl health insurance program (called the American Health Security
Plan) would be financed largely by the federal government and would be
administered by the states under the direction of a federal Health Security
Standards Board. The board would develop most of the policies and regulations
required to carry out the program. It would also establish a national health

budget, which would grow no more rapidly than the economy plus the rate of
_growth of the population.' States that established a health security program would

" 'As noted below, H.R. 1200 defines the limit on the growth of health expenditures in two
different ways. The alternative definition would limit the growth of health spending to the rate
of increase of GDP.



receive federal granté that would average 86 percent of their per capita share of
the budget but could vary from 81 percent to 91 percent dependmg on their income
-and other factors.

Benefits

The benefits provided by the program would include payment for hospital care,

physician and other professional services, nursing home care, home health
services, hospice care, prescription drugs, preventive health services, home and
community-based long-term care services for people unable to perform two or
more activities of daily living, durable medical items such as eyeglasses and
hearing aids, dental care for children, and other services. The bill requires care-
management procedures for drug abuse treatment, home and community-based
services, and mental health benefits over specified limits.

The new program would replace most existing public and private health

insurance programs. Medicare, Medicaid, Federal Employees Health Benefits, and

benefits for military personnel under the Civilian Health and Medical Program of

the Uniformed Services (CHAMPUS) would be terminated. Federal health

programs for veterans and Native Americans would continue, however, as would
the direct provision of health care by the Department of Defense to active
members of the armed forces.

Administration and Cost Control

The national health insurance program would be administered by the states under
the guidance of an American Health Security Standards Board, comprising the
Secretary of Health and Human Services and six other members appointed by the
President. The states could contract with private entities to process claims for

2"?

payments, but each state could generally have no more than one processor.

~The national board would set eligibility, enrollment, and benefit rules,
determine provider participation standards and qualifications, review and approve

state plans, and establish annual state and national budgets for health spending.

The budgets would include separate amounts for health professxonal education,

quality assessment activities, and administration,



Hospitals and nursing homes would receive payments based on state-
approved annual operating budgets, not on the volume or type of services
provided. States could choose to base payment for home health services, hospice
care, and facility-based outpatient services on a budget, a fee schedule, or another
prospective payment method. Physicians and other professionals would be
reimbursed using .a fee schedule similar to Medicare’s resource-based relative
value scale. Payments to health maintenance organizations would be based either
on budgets or set amounts per enrollee. States would be responsible for adjusting
‘payments or budgets when HMOs contract with hospitals operating under global
budgets. Payments for other items and services, including prescription drugs,
would also be made on the basis of fee schedules established by the health board.

ESTIMATED FEDERAL STS?

H.R. 1200 would, at the start, more than double federal government spending for
health. Federal costs will comprise grants to the states for the universal health
insurance plan, additional direct spending for primary care training and public
health efforts, and addmonal authorizations of appropriations for the Public Health
Service. : ‘

Part of the federal costs of H.R. 1200 would be offset by repealing
Medicare, Medicaid, and other existing federal health programs. To avoid
increasing the deficit, the remaining costs would have to be covered by additional
taxes and payments by states or beneficiaries. Table 1 summarizes the effects of
the bill on federal outlays. : :

Payments to the States

The bill provides that federal payments to the states would total 86 percent of
spending for health services covered by the national health insurance program.

The estimate assumes that this percentage would apply in the first year of the
program. In later years, federal grants are assumed to increase by the combined

’The estimates in this section do not include the states’ share of spending under the
American Health Security Plan. CBO is.currently reviewing the appropriate budgetary treatment
of such spending.



TABLE 1. ESTIMATED FEDERAL OUTLAY EFFECTS OF H.R. 1200
(By fiscal year, in billions of dollars)

1996 1997 1998 1999 2000 2001 2002 2003

630 939 995 1,052 1,110 1,171 1,235 -

Payments to the States 0
Health Care Trammg and Dehvery o 2 3 3 3 4 4 4.
Repeal Medicare® .0 147 217 239 265 -292 -323  .358
Repeal Medicaid 0 95 -141  -157 -174  -192 212 233
Repeal Federal Retiree

Health Benefits 0 -4 6 -7 8 -9 -10 -1
Authorizations of Appropriations" c =15 22 -24 -26 -28 -30  _-32

Total n 556 571 583 . 592 600 605

©

SOURCE: Congressional Budget Office.

NOTE: This table does not include the states’ share of spending under the American Health Security Plan. CBO is currently
reviewing the appropriate budgetary treatment of such spending.

a. Includes Medicare premiums and administrative costs.
b. Includes repeal of federal employee health benefits and benefits under the Civilian Health and Medical Program of the
" “Uniformed Services. These changes in discretionary programs would not be counted for pay-as-you-go scoring under

the Budget Enforcement Act.

c.  Less than $500 million.’
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TABLE 1B. ESTIMATED BUDGETARY EFFECTS OF H.R. 1200 (AS INTENDED: LOW

CAP) v
..... (By fiscal year, in billions of dollars) -

1996 1997 1998

2001

1999 2000 2002 2003
Outlays
Contributions to the States 0 625 925 973 1,020 1068 1118 1,171
Additional Direct Spending 0 2 3 3 3 3 4 4
Repeal Medicare® ’ 0 -147 217 239 265 292 323 358
Repeal Medicaid 0 95 .141 157 174 192 212 233
Repeal Retiree Health Benefits 0 4 -6 ) -8 -9 10 -11
Authorizations of Appropriations® * 1§ 22 24 26 _-28 _.30 _-32
Total, Outlays * 365 542 549 881 550 547 S41
Revenues

Income and Payroll Taxes
on Additional Income®
Long-Term Care Premium

Other:

—

Total, Revenues

 Total Effect of H.R. 1200

SOURCES: Congressional Budget Office; Joint Committee on Taxation.

& Includes Medicare premiums and adminlstrative costs.

b Includes repeal of federal employee heslth benefits and benefits under the Civilian Health and Medical Program of
the Uniformed Services. These changes would not be counted for pay-as-you-go scoring under the Budget Enforcement

Aa. :

8
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rates of growth of GDP and population, as the bill specifies. To the extent that
the national health budget is not fully effective in limiting the growth of health
spending (as discussed below), the federal share of the total would fall below 86

percent.

Health Care Training and Delivery

H.R. 1200 provides that a total of up to 0.32 percent of the federal revenues
dedicated to the national health insurance program shall be devoted to specified
public health activities. These activities include health professional education (up
to 0.06 percent), public health grants (up to 0.14 percent), grants to community
health centers (up to 0.10 percent), and health outcomes research (up to 0.02
percent). The estimate assumes that spending for these activities would equal 0.32
percent of the federal payments to states.

Repeal of Existing Federél Programs .

The new program would replace Medicare, Medicaid, Federal Employees Health
Benefits, and CHAMPUS benefits for military service members. Of these
programs, Medicare benefits, Medicaid, and health benefits for federal retirees are
considered mandatory, and the rest are discretionary. The savings from
eliminating these programs would equal CBO’s baseline projections of spending,
extrapolated through 2003. The bill also authorizes appropriations for a new
Office of Primary Care and Prevention Research in the National Institutes of
Health; CBO estimates that this office would cost about $200 million a year. The
net reductions in discretionary programs would not be counted for pay-as-you-go
‘scoring under the Balanced Budget Act.

EFFECT ON NATIONAL HEALTH EXPENDITURES

CBO estimates that enactment of H.R. 1200 would raise ‘n‘ationtal health expendi-

tures at first but would reduce spending about 6 percent in 2003. The

administrative savings from switching to a single-payer system would offset some
of the cost of the additional services demanded by consumers. Over the longer
run, the cap on the growth of the national health budget--assumed to be 75 percent




effective, as exp!amed below--would hold the rate of growth of spendmg on
covered services below the baseline.

In addition to reducing national health expenditures in the long run, H.R.

1200 would shift a large amount of health spending from the private to the public

sector. The new program would assume virtually all spending now covered by

private health insurance. The only health spending remaining in the private sector

would be coinsurance for covered services and out-of-pocket spending for services

not covered by the federal program, such as over-the-counter drugs, some dental

care and eyeglasses, and cosmetic surgery.

CBO estimated the total cost of the national health insurance program in the
following three steps: :

0o Estimate the amount of covered health services in 1996, the year before the
new program would take effect.

0o Add the estimated amount of additional health services that would be
demanded under the new program in the absence of a limit on total health
spending, and subtract the estimated administrative savings.

o Estimate total spending for 1997 through 2003 based on the expenditure
limit set in the bill and its likely effectiveness.

overed Service

The program would cover virtually all spending for hospital care, physician and
- other professional services, nursing home care, and home health services. For
these items, the estimate excludes only other private funding (largely philanthropic
contributions), 20 percent of current out-of-pocket spending (representing an
estimate of services that the new program would not cover), and spending by the
Veterans Administration and Indian Health Service. All spending on prescription
drugs is assumed to be covered. ' ;

States would have td cover dental care for children under age 18, excépt for
orthodontic care. CBO estimates that this represents approximately 25 percent of
baseline dental spending from all sources of payment in 1996. The bill authorizes



i

the board to place limits on the cost and frequency of benefits for eyeglasses and
durable medical equipment. The estimate assumes that all baseline third-party
payments and half of baseline out-of-pocket expenditures for durable medical
equipment would be covered.

Additional Demand for Services o - —

"~ Under H.R. 1200, spending on health care would no longer be limited by a
person’s income, wealth, or insurance coverage. Providing health insurance to
people who currently lack insurance and eliminating most copayments for those
who have insurance would increase the demand for health services. Expanding the
coverage of health care to include home and community-based services for the
disabled would also greatly increase their use. The bill prohibits cost-sharing only
for acute care services. CBO assumes that states would impose copayments or
coinsurance for drugs, nursing homes, durables, and home and community-based
services. The copayments moderate the additional demand for these services.

‘The estimated additional demand for health services under the bill is based
on the methodology detailed in the CBO memorandum, Behavioral Assumptions
for Estimating the Effects of Health Care Proposals (November 1993). Under
those assumptions, hospital utilization would grow by 12 percent if not constrained
by the national health budget; the estimate assumes that this increase would occur
gradually over the first three years of the plan. The unconstrained demand for
physician and other professional services, dental care, and prescription drugs is
assumed to increase by 30 percent, also building up over three years. CBO
assumes that spending for vision care and durable medical equipment would
increase by 22 percent over three years. The demand for home health care is
assumed to grow by 50 percent and nursing home use by 38 percent; these latter
increases are assumed to be experienced over five years because of their size and-
the need to expand the capacity of the industries.  All of the figures in this
paragraph represent weighted averages of the estimated increases in demand on the
part of the currently uninsured, Medicare beneficiaries, Medicaid recipients, and
people with private health insurance coverage. The estimates of unconstrained
demand assume that spending would increase in proportion to the growth in the use
of health care services.



In the absence of cost-control, CBO assumes that spending for drug abuse
treatment would triple over baseline expenditures, adding $16 billion a year to the
cost of these benefits by the third year of the plan. The benefit for home and
community-based services and the unlimited mental health benefit would add
almost $50 billion a year to uncapped health spending after three years.

_Administrative Savings. Replacing a varlety of private insurers, government

programs, and individual out-of-pocket payments with a single payer in each state

would reduce the costs of administering the health care system. The national

health expenditure accounts, developed by the Health Care Financing
Administration, record administrative expenses in several places. The category

_labeled "administration" includes only the direct costs of administering government

programs as well as profits, overhead costs, and additions to the reserves of

private health insurers. The costs of billing for services, filing claims forms,

_complying with utilization review, and other administrative requirements are

included in hospital and physician expendntures and other specific categories of

personal health spending.

The estimate assumes that the national health insurance program would
operate with direct administrative costs equal to 5.5 percent of spending for
covered services in 1997, 4.5 percent in 1998, 4 percent in 1999, and 3.5 percent
thereafter. In comparison, administrative costs of all insurers (public and private)
are currently about 7 percent of spending for covered services, Medicare’s
administrative cost rate is about 2 percent, and the administrative cost of Canada’s

single-payer system is less than 2 percent of spending. Although the adminis-

~trative costs of the national health insurance program might eventually fall closer

to the Canadian level, the estimate assumes that this level would not be reached

. within the first seven years.

The estimate also assumes that hospitals, physicians, home health agencies,

and other health care professionals could save 6 percent of revenues by dealing

with only one payer and eliminating copayments and other billing. These savings

_would be phased in over two years. No administrative savings are assumed for

nursing homes, prescription drugs, dental and vision care, and other categories of
personal health expenditures.



Collection of Coinsurance. The estimate assumes that, as allowed in the biil,

states would impose charges for nursing home care, home and community-based
services, prescription drugs, and durable medical items. CBO assumes that the
states would follow Medicaid's approach for coinsurance in nursing homes and
would recover a portion of patients’' Social Security and pension income. The
ratio of coinsurance payments to total nursing home spending under H.R. 1200 is
assumed to equal the projected baseline ratio of out-of-pocket spending to total
nursing home spending, or about $40 billion in the early years of the plan. The
estimate also assumes that states would charge recipients of home and community-
based services a copayment amounting to $2.50 a visit and would collect
coinsurance equivalent to 20 percent of spendmg for prescription drugs and durable
medical equipment.

“The assumption that states would collect coinsurance for these services has

/ three effects on the cost estimate. _First, coinsurance reduces the demand for

,services and total spending. Second, the coinsurance payments reduce state

spending and increase private spending. Finally, states incur higher costs to
administer the coinsurance.

Efficacy of Expenditure Limit

H.R. 1200 would limit the rate of growth of spending_ for the national health
_insurance program to the rate of increase of GDP for the previous year plus
population growth. The present estimate assumes that this limit, after allowing for
the increase in demand for health care services and the reduction in administrative
costs, would be 75 percent.effective. The estimated savings from the limit equals
the difference between the unconstrained demand created by the bill and the bill’s
expenditure limit, multiplied by its effectiveness rating of 75 percent.

H.R. 1200 contains many of the elements that, CBO has concluded, would

_make its expenditure limit reasonably likely to succeed. The bill establishes a
single payment mechanism and a uniform system of reporting by all providers of
_health care. It sets up global prospective budgets for hospitals and nursing homes.
And, by prohibiting participating providers from billing for covered services, it
makes it unlikely that people would purchase health care outside the regulated

system.
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TABLE 2. PROJECTIONS OF NATIONAL HEALTH EXPENDITURES,
BY SOURCE OF FUNDS (By calendar year, in billions of dollars)

Source of Funds | 1996 - 1997 1998 1999 2000 2001 2002 2003 -
I AN - Baseline
C prvate. -, 614 61 T2 766 824 886 952 1022
Public SR -
Federal 379 418 460 505 555 610 670 735
“ State and local - 169 _184 200 216 234 253 273 295
Total 1163 1263 1372 1488 1613 1748 1894 2,052

Changes from Baseline

Base Estimate: H.R 1200 (Higher Expenditure Cap, 75 Percent Effective)

~ Private 0 -441 477 -574 -S89 606 655 -709
Public ' : , ,
Federal a 530 545 558 566 572 576 578
- State and local 0 29 11 9 _JI -1 _9 _17
Total a 59 57 32 0 33 -1 114
Alternartive Estimate: H.R 1200 (Lower Erpendfmre Cap, 75 Percent Effective)
Private 0 442 478 518 561 607 658
Public A _ -
Federal a 522 529 533 531 527 520 |
State and local - e 2B e B2 S g Y =B 1D
Total < a 53 43 11 -30 -3 -121
SOURCE: Congressional Budget Office. I
a.  Less than $500 million.
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Under H.R. 1200 the states, not the federal government, are at risk if the
expenditure caps are not completely effective. If a state exceeds its budget in a
given year, it must fund from its own revenues any health spending above the
limit. If a state provides all covered health services for less than the budgeted
amount, it may retain the full federal payment. Because states generally cannot
- run deficits to finance current services, and because resistance to tax increases is
strong, states would have a strong incentive to stay within their share of the
~ national health budget. No penalties would apply, however, if a state failed to live
within the budget, and some states may therefore opt to spend more on health care
services than the budget provides. As a result, the expenditure limit is unlikely
- to be fully effective in controlling the growth of national health expenditures. .

H.R. 1200 defines the limit on national health expenditures in two different
~ ways. Seciion 601(a)(1) states that the national health budget "shall not exceed the
budget for the preceding year increased by the percentage increase in gross
domestic product.” Section 602(a)(2), however, would allow per capita spending
to rise by the rate of increase in GDP; under this specification, the health budget
would increase by the rate of growth of population plus GDP.

Because of this ambiguity, Table 2 shows two different estimates of the
effect of H.R. 1200 on national health expenditures. The base estimate assumes
the less stringent expenditure cap (rate of growth of GDP plus population) and 75
percent effectiveness at achieving the cap. The alternative estimate assumes the
tighter cap (rate of growth of GDP alone) and 75 percent effectiveness.

In the base estimate, the additional demand for health services raises national
health expenditures in the early years, but the expenditure limit eventually causes
spendmg to fall below the baseline level. National health expenditures fall more
rapidly in the alternative, which features a more stringent cap. In both cases,
federal grants to the states would grow at the budgeted rate, and any spending
above the budgeted amounts would be funded by the states. In 2003, health
spending by state and local governments would be 5 percent above baseline levels
in the base case and 10 percent higher in the alternative.



Alternative Scenarios

The assumption about how effectively the states restrain the growth of health
spending has a significant effect on the estimate of national health expenditures.
Because the United States has no experience with a program like the one
envisioned in H.R. 1200, the assumption about the effectiveness of the spending
. limit in the bill is highly uncertain. Table 3 illustrates the sensitivity of the
estimate to this assumption. The table provides five alternative estimates, in which
the effectiveness of the spending limit ranges from zero to 100 percent.

If the spending limit were fully effective, national health expenditures in
2003 would be some $250 billion below the baseline. If the spending limit were
50 percent effective or less, however, national health expenditures would exceed
the baseline in each year. Under these latter scenarios, state government spending
on health would be substantially above the baseline, and the federal government
would probably be pressed to increase its share of payments under the national
health insurance program.

COMPARISON WITH PREVIOUS ESTIMATE

CBO has previously analyzed another single-payer health insurance ‘plan, the
Universal Health Care Act of 1991, sponsored by former Congressman Martin
Russo. (See Estimates of Health Care Proposals from the 102nd Congress [July
1993]). Compared to the Russo bill, H.R. 1200 contains additional benefits for
many health services and would be administered primarily by the states instead of
the federal government. H.R. 1200 prohibits cost-sharing only for acute care and
preventive services, whereas the Russo bill prohibited all cost sharing. The
additional demand for prescription drugs and nursing home services is estimated
to be somewhat less than for the Russo bill because of this cost-sharing by
patients, but administrative expenses would be somewhat greater.

OTHER CONSIDERATIONS

This memorandum deals only with the costs of this bill. Any major reform of the
health care system, however, would have many other significant effects.
Providing universal health insurance coverage would increase the demand for

10



TABLE 3.

PROJECTIONS OF - NATIONAL HEALTH EXPENDITURES UNDER

ALTERNATIVE ASSUMPTIONS ABOUT THE EFFECTIVENESS OF THE
- SPENDING LIMIT IN H.R. 1200 (By calendar year, in billions of dollars)

1996 1997 1998 1999 2000 2001 2002 2003
Baseline
National Health Expenditures 1,163 1263 1372 1488 1613 1,748 1,894 2,052
Changes from VBaseIine
HR. 1200
100 Percent Effectiveness a 36 0 -40 -90 -139 195  .257
H.R. 1200
75 Percent Effectiveness a 59 57 32 0 -33 71 -114
HR 1200
50 Percent Effectiveness a 83 115 108 96 81 63 42
H.R. 1200 , ‘
25 Percent Effectiveness a 107 175 186 198 203 208 212
HR. 1200
0 Percent Effectiveness 237 269 305 333 364 397

a 130

SOURCE: Congressional Budget Office.

a. Less than $500 million.




health care services. At the same time, the imposition of a limit on health
expenditures would reduce the resources available. These changes could affect the
incomes of providers, access to certain types of care, accessibility of some
" providers, the pace of technological change, and other important aspects of the
health care system. '

11
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TABLE 1B. ESTIMATED BUDGETARY EFFECTS OF H.R. 1200 (AS INTENDED: LOW

CAP)

..... (By fiscal year, in billions of dollars)

1997 1998

2001

1996 1999 2000 2002 2003
Outlays
Contributions to the States 0 625 925 973 1,020 1,068 1,118 1,17
Additional Direct Spending 0 2 3 3 3 3 4 4
Repeal Medicare® 0 -147 217 -239 - 265 .202 323 -358
Repeal Medicaid 0 95 -141  -157 174 -192 212 233
Repeal Retiree Health Benefits 0 -4 -6 7 -8 -9 10 -1
Authorizations of Appropriations®  * 15 22 4 26 _28 _:30 _-32
Total, Outlays * 365 542 549 551 550 547 s41
Revenues

Income and Payroll Taxes
on Additional Income®
Long-Term Care Premium

Other:

Total, Revenues

Total Effect of H.R. 1200

SOURCES: Congressional Budget Office; Joint Committee on Taxatjon.

8. Includes Medicare premiums and administrative coats,
b.  Includes repeal of federal employee health benefits and benefits under the Civilian Health and Medical Program of

the Uniformed Services. These changes would not be counted for pay-as-you-go scoring under the Budget Enforcement

Act,

8
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' Friday, September 20, 1996

Ms. Jill Pizzuto, Admlnlstratlve A551stant

Office of Domestic Pollcy L | _

‘West Wing, Second Floor - f . g;&nAEL -

The White House “.u N - L E \{ '

Washlngton, D. C.t.20502'):. L o : ‘..,» %fj cpjlﬂ£0&£>/

Dear Ms; Plzznto}'t; . I ;';. . ;‘. ﬁ«, \.,7 N :

4@-

Enclosed herew1th is a copy of the materlal whlch we had \¥2) Lk
discussed. B A _ S gtUCQ

) Please be certaln of my eagerness to respond to requests for,taxkﬁ” cb&p
v4detalls of ‘the proposals in my one pager plan for reform of health\T1K4

care dellvery. - o N . L lAALL(

@Mc_,w

rd

Thank you for your telephone call thlS afternoon.

S ncerely,

Louls B. Blglr

P6/b(6)




THE WHITE HOUSE -
WASHINGTON

July 23, 1996

Mr. Louis B. Blair

P6/b(6)

Dear Mr. Blair:

Thank you for yéur letter. I appreciate your sharing your
expertlse regarding health care reform with the Admlnlstratlon

In order to give your proposal the approprlate attention, I
have forwarded your letter and the materials you enclosed to
Carol Rasco, Assistant to the President for Domestic Policy, -for
review. You can be sure that she will give your proposal careful
consideration. :

- Again, thank you for. writing.

¢ A% Panetta
,fv”lef of Staff

cc: The Honorable Carol Rasco

LEP/tab



May 23, 1996

Mr. Leon E. Panetta
Chief of Staff

The White House
Washington, D. C.

Dear Mr. Panetta,

I appreciate very much your response (copy enclosed) to my plea
(copy enclosed) for consideration of health care reform.

A year has passed and Congress has not legislated any substantive
health care reform. I do not know what the Executive branch

has done - or is doing, but I do know that health care delivery
is very complex and that reform will take at least five years
from conception to delivery. It may take a year to develop

a plan to the point at which it can be reliably scored, two

years to be debated in Congress and two more years for the
federal, state and local infrastructure to be prepared.

Please look again at the attached one page overview of my

proposal for reform (and the bottom line offer to supply the
details). Despite every thing else you do, the importance and
urgency of health care reform demands that planning start now.

Please arrange for some one in your office or in the OBM to
evaluate me and my plan. I'll come to Washington at my own
expense. I'm not looking for a job, I just want to use some

of my sixty years of experience in the health field to get sound
planning of health care off the proverb1al dime.

Sincerely,

Louigwﬁ; Blair

P6/b(6)




THE WHITE HOUSE
WASHINGTON

May 17, 1995

Mr. Louis B. Blair

P6/b(6)

Dear Mr. Blair:

Thank you for your letter and enclosed proposal regarding
health care reform. While my very busy schedule precludes me
from calling you to discuss your 1deas, I certainly appreciate
hearing your thoughts on this crucial issue.

This Administration remains determined to fulfill the
fundamental principle of reform -- guaranteed prlvate health care
coverage for all Americans. :

As-we continue to make progress, it is important to have
your input. It is clear that you have given this much thought,
~and you can be certain that your ideas will receive appropriate
con81deratlon

Thank you again for taking the time to wrlte I will keep
your views in mind. L

Sincerelys”

LEP/tab



THE HEALTH CARE CRISIS - A PLAN FOR REFORM 4/22/96
THE PROBLEMS: During 1996, of the 260 million people in the
U. S. almost half will be uninsured, seriously underinsured
or covered by Medicare or Medicaid. GAO reports state '"20%
of the dollars spent on patient care is wasted, that up to 10%
is spent on avoidable administrative costs" There are no
incentives assuring quality or cost control!
THE PLAN: expand present managed care system to cover Medicare,
Medicaid, Veterans, Workman's Compensation and the 40 million
uninsured by strategies assuring quality care, cost control
and patient, provider and insurer satisfaction.

THE RECOMMENDATIONS’ a universal coverage plan providing for:

A) Federal Health Policy Board responsible for:

1) Issuing Health Care Insurance Cards (HCICs)

2) Setting health care benefits (Oregon Plan Benefits)

3) Designing form for annual reports of clinical and

financial outcomes,

4) Recommending to Congress:

a) the amount of the flat percentage increase of
personal and corporation income taxes needed to
finance the health care benefits

b) indexing of these funds to the states 1n accordance
with the states' population’ and elohdiiie” levels

5) Recommending to Congress that states establish state
health policy boards to receive and admlnlster the
capitated health care funds.

B) State Health Policy Boards responsible for:

1) Identifying their Health Care Market Areas (HCMASs)

2) Establishing eligibility standards for HMOs to bid for

. franchises to prov1de health benefits in their HCMAs
requiring HMOs' applications for franchise to include:
(a) identification of ¢ontracting providers {(physicians

groups, hospitals, pharmacies, various health care
agencies and other suppliers).
{b) provision for prompt completion and submission of

‘ the federally required outcome report. (The State
Health Policy Board to monitor but not interfere
with the HMO's provision of care.) The report is
to be made public.

(c) HMO's bid for a franchise covers only its operating
"cost and profit. Thus, its bid and its operation
of the franchise is focused on competition with
other franchises by the provision of quality care.

3) Receiving applications and awarding franchises.

4) Receiving federal funds and distributing them to
franchised HMOs after additional indexing.needed
because of different costs among their HCMAS.

C) Graduate Medical Education should be separately flnanced

Extrapolatlons of CBO reports 1ndlcate this plan will save $292

billion its first six years, $175 billion annually thereafter.
Specific plan details will be supplied on receipt of requests.

Lovs 8. BLA\R




CONGRESSIONAL BUDGET OFFICE
' U.S. Congress
Washington, DC 20515

Robert D. Reischauer
Director

' December 28, 1994

Honorable Charles E. Grassley
United States Senate
Washingtpn, D.C. 20510

‘Dear Senator:

Thank you for your recent letter to the Congressional Budget Office cbnceming the health systém
reform proposal prepared by your constituent, Mr. Lou Blair.

As you know, the Ccngressxonal Budget Office has a sxgmﬁcant role to play as part of the
legislative process in analyzing and providing cost estimates of program and policy options under
consideration by the Congress. Regarding the health system reform alone, CBO provided the
Congress with dozens of estimates of policy changes, compnsmg thousands of computations over
the last year. Such intense efforts, combined with the ongoing flow of CBO's regular work,
absorb our available resources. As a result; we-are not able to do analyses of initiatives not under
active consideration by Congressional committees, or of initiatives which committees are not

pIannmg to take up in the near future. -

The Congressional Budget Office has done a substantial amount of research and analys:s in the
area of health system reform and we would be most pleased to share any and all of this work with
your constituent. He can contact our publications office directly at (202) 226-2809. If your staff
has any additional questions, please have them contact our Office of Intergovernmenta! Relations
at (202) 226-2600. Please call me directly at (20 if you wish to discuss this further.

Robert D. Reischauer



CONGRESSICNAL BUDGET OFFICE
U= Congress
Washmeron, DC 20513

Rorerr D Rerschauer
rector

February 3, 1995

The Honorable Charles E. Grassley
United States Senate - .
Washington, D.C. 20510

Dear Senator:

This letter is in response to your request for CBO to score a proposal
submitted by your constituent, Mr. Lou Blair. We regret that we are unable to
develop a cost estimate of his proposal since CBO's analysts can only develop cost
estimates if they have received detailed legislative language. We appreciate Mr.
Blair's interest, however, and offer some comments on his proposal.

,  We agree with Mr. Blair's assessment that the estimated costs of H.R. 1200
would have been lower if cost-sharing requirements for acute care services had been
higher. Although a less generous benefit package would also have resulted in lower
costs, eliminating all benefits except those in the Oregon "essential” and "very
important” categories would probably not have been feasible without other significant
- changes to HR. 1200. That proposal would, for example, have repealed the
Medicare and Medicaid programs. But Medicaid is currently the primary payer for
long term care services, which would not be covered under Mr. Blair's proposal. An
alternative source of funding for long term care would, therefore, be needed.

Mr. Blair's proposal for the establishment of comprehensive health services
" organizations is interesting, but we are not sure how these would function or interact
with the states. Certainly, the proposed responsibilities for states could be quite
complex and require extensive information systems that do not currently exist.

Please let me know if we can be of furthgs-assistarfCa to you in this matter.

Robert D. Reischauer



BIOGRAPHIC,

PERSONAL:
EDUCATION:

EMPLOYMENT:

LOUIS BLISS BLAIR

P6/b(6)

Wife: Ernestine M. Smith Blair
Children: three daughters and a son
Elementary and High School, Cincinnati, OH
Maryville Cecllege, Maryville, TN, BA 1932
University of Cincinnati,

Graduate School, part time, 1933-35
Cincinnati General Hospital, Admin. Ass't 1935-40

Lawrence Co General Hospital, Ironton, OH
Bus. qu., then Sup't, 1940-42

Ohio State University Hospital, Columbus, OH
Superintendent 1942-48

St. Luke's Methodist Hospital, Cedar Rapids IA
Superintendent 1948-}975

United Methodist Church, Board of Health and
Welfare Ministries, New York, N. Y.
Special Consultant (among 75 U.

M. C. related hospitals in the
U. S. and India).

Meth-Wick Retirement Community

Interim Administrator 1986

MISCELLANEOUS PROFESSIONAL ACTIVITIES:
Preceptor for Master's Degree in Hospital Admznzstrat;on

r State University of Iowa, University
5? Mfgﬁig and Washington University

Author of articles in professional and news media

AFFILIATIONS AND RESPONSIBILITIES: ,
American College of Hospital Administrators, retired member

Amerlcan Hospital Association, Life Member;

Council on Professional Practice, 1957<60;
Council on Government Relations, 1960-63;
Governing Board Type VIII Membership (Hospital
Schools of Nursing) 1971-73, Chm., 1973

American Protestant Hospital Association,

Board of Directors 1964-71

Executive Committee 1965-71; °

Council on Gov't Relations 1964~ 56, chm. 1965;
Council on Education 1966-69, Chm. 1968-70;
Committee on Hospital Schools of Nursmng 1969-71

National League For Nursing
National Association of Methodist Hospxtals and Hcmes,

President 1966-67

Central Ohio Blue Cross, Board of Directors 1945-48
Upper Mid-west Hospital Conference, President 1953-54
Iowa~-South Dakota Blue Cross-Hospital Adv;sory Board,

1960-75, Chairman 1964

Iowa Hospital Association, Life Member

President 1951-52. and 1954 SS

Iowa Interprofessional Society,

President 1957

Iowa Hospital and Related Facilities Adv1sory Council 1952-67
Iowa Hospital Licensing Board 1961-.67
. lowa League For Nursing
Public Health Nursing Board 1965-73
Linn County Mental Health Association Board 1971-74
Linn County Mental Health Clinic Board 1969-77
Linn County Medical Society, Honorary Member 1974~
Cedar Rapids United Way Board , Executive Committee 1976
Cedar Rapids Rotary Club 1948- President 1972-73
St. Paul's United Methodist Church 1948-
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EXECUTIVE OFFICE OF T HE PRESIDENT
20-Sep-1996 12:24pm
TO: Elizabeth E. Drye

FROM: ' Jill Pizzuto
: Domestic Policy Council

SUBJECT: tracking down letter

Eliz:
I haven’t addressed this to CHR yvet, asking you first.

Mr. Louis Blair, the nicest 86year old man, called Wed re: a letter that he
originally sent to Panetta and Panetta replied that CHR or someone from DPC
would be happy to help him out and cc’d us the reply. According to Log sheet, .
we did receive on 8/14. I had Bernice fax me the log sheet, but there is no
direction on what happened to letter.

I could ask staff and/or Carol if she may recall. Letter had to do w/
Healthcare Reform suggestions -- I didn’t see anything in Jennings folder.

I could also call back Mr. Blair who said, that he’d be happy to send the letter
directly to us. He is looking to set up a meeting w/ someone.

suggestionsg?
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’ Frzday, siptember 20, 1996

ffffff 40U

Ms. Jill Pizzuto, Administrative Assistant o .
Offlce of Domestic Policy ' E ‘ 55/\1253..“~u;
West Wing, Second Floor ‘ _ f%% ’ - e
 The White House : R %&k&,\ﬁhﬁw VJ&&SL A
washington, D. C. 20502 _ el Eg()ﬂAQQv\Q_ ;%T) o
o ol Yo Wk
Dear Ms. Pizzuto, : o . %%é' (¥ “TZLJK; GLQOG\J?ﬁ
»Thank you for your telephone call this afternOOn .
;'i | < lmg -é/g(‘('ﬁv&\/%

Ericlosed herewith is a copy of the material which we: had
’discussed | : '

o \AA\

| g Hecd @l é
Please be certaln of my eagerness to respond to requests for A

details of the proposals in my one page plan for reform of health

care ' delivery. b

o ke &_az_'fsé“'
o old - U
‘ ' %;' “ﬁStﬁéi,‘gszqitft?v
Louis B. Blair: A %é o | - »1;ﬁj;6(/‘¢7)ai
P6/b(6) ;i | ‘ ‘ | ﬁACLCA buyvf; ;é
. 5}? N :%gngk,LQCui%::l
°“/l - o o rdlc to
/w @P H/‘ W g S | —
ay“”}a“p ﬁl ;5}’ 1;{%J . E&B(VJBQV\ﬁi
e’w o M ?Y\D See

5
. L
Sincerely, o i
%

o ol
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:
July 23, 1996i
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P6/b(6)

Dear Mr. Blair.

: Thank you' for your- letter. D! apéﬁeciate your. sharing your
expertise regarding health care reform,with the Administration.

In order to give your proposal tHe appropriate attent1¢n, I
have forwarded your letter and the materials you enclosed to
Carol Rasco, Assistant to the President for Domestic Policy, for
review. You can be sure that she w1111give your proposal careful .

consideration. . w»

3 Again, thank you for writing. §

cc: The Honorable Carol Rasco

LEP/tab.
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May 23, 5996

Mr. Leon E. Panetta
Chief of staff

The White House
"Washington, D, C.

Dear Mr., Panetta,

I appreciate very much your response'(ccpy enclosed) to my plea
(copy enclosed) for consideration of. health care reform.

A year has passed and Congress has not legislated any substantlve
health care reform, I do not know what the Executive branch
has done - or is doing, but I do know/that health care delivery
1ls very complex and that reform will take at least five vears
from conception to delivery. It may take a year to develop
"a plan to the point at which it can be reliably scored, two

years to be debated in Congress and tyo more years for the
federal, state and local lnfrastructufe to be: prepared

" pPlease look again at the attached one: page overview of my
proposal for reform (and the bottom:line offer to supply the
details). Despite every thing else you do, the importance and
urgency of health care reform demands that planning start now,
Please arrange for some one in your;office_or in the OBM{to
evaluate me and my plan. I'll come to Washington at my own
expense. I'm not looking for a job,‘I just want to use some
of my sixty years of experience in the health field to get sound
planning of health care off the proverblal dime.

1

Asincerely, o 2

Louis R, Blair 4l

P6/b(6)
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| March 5,1995

Mr., Leon Panetta, ' 3
' Chief of White House Staff g
‘The White House . 7
1600 Pennsylvania Avenue - R
Washington, D. C. ;

Dear Mr. Panstta, o | o

This morninq I was delighted by your DaVid Brinkley Show comment .
that the federal budget cannot be na;ancea wilhuul healeh ocaxe’

reform.

HR 1200 is the only proposal which will,provide universal
coverage (the President's first priority) and which will make
it possible to eliminate the deficit. '

The amendments to HR 1200 which I propose ghould make the'plan
more"politically correct" to everyone but the sponsors of the
"Harry and Lou1se" scendrios. 3 -

‘My health care reform proposal will solve our nation 8 two
most critical problems. L oy :

Please note the enclosed 12/28/94 and 2/3/95 letters from CBO
‘Director Reischauer to Senator Grassley and my c. V. E

Please risk a few minutes to read the synopsis of my plan -
and to call me ‘g0 I can respond to your questions . .

Sincerely,

Louls B, Rlair

P6/b(6) ool
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. , CU\IURESSIONAL Buoom‘ QOFFICE

- U.S. Congress’ | .
‘Washington, DC 20515

Robert D. Relschauer
Director

December 28, 1934 |

o
el

Honorable Charles E. Grassley o
United States Senate ‘ T
Wa.shingtpn. D.C. 20510 | o

Dear Senator‘ - ' .

Thank you for your recent letter to the Congressional Budget Office concermng the health system
reform proposal prepared by yaur constituent, Mr. Lou Blmr .

As you know, the Congressmnal Budget Office has a sxgmﬁcam role to play as part of the
legislative process in analyzing and providing cost estzmates of program and policy options under
consideration by the Congress. Regarding the health system reform alone, CBO prowded the
Congress with dozens of estimates of policy changes, compmmg thousands of computations over -
the last year. Such intense efforts, combined with the ongoing flow of CBO's regular work,
absorb our available resources. As a result; weare not able to do analyses of initiatives not under
active consideration by Congressional committees, or of initiatives which committees are not
planning to take up in the near future - : :;t

The Congressxonal Budget Omce has done 3 substantlal amount ofresearch and analysis in the
- area of health system reform and we would be mast pleaéed to share any and all of this work with
your constituent. He can contact our publications office directly at (202) 226-2809. If your staff
has any additional questions, please have them contactiour Office of Intergovernmental Relations
at (202) 226-2600. Please call me directly at (20 if you wish to discuss this further.
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CONGRESSIONAL BL D(JET OI—FI(_E:
L3 Congress ,
\§ :~§m':u<‘n D(.. 20515 ' o

Roberr L. Ruwhmsr
"Ugg'!lf T .
in

~ February 3,1995

 The Honorable Charles E. Grassley ¢
United States Senate -~ "
Washington, D.C. 20510

Dear Senator'

This letter is in response to your requcst for CBO to score a proposal
submitted by your constituent, Mr. Lou Blair. We regret that we are unable to
develop a cost estimate of his proposal sxucefCBO's analysts can only develop cost
estimates if they have received detailed 1eg:slanve language. We appreciate Mr.
Blair's interest, however, and offer some comments on his proposal ‘

We agree with Mr. Blair's a.ssessment that the esnmated costs of HR. 1200
would have been lower if cost-sharing requxrcments for acute care services had been.
higher. Although a [ess generous benefjt package would also have resulted in lower
costs, eliminating all benefits except those in the Oregon "essential® and "very
important” categories would probably not have|been feasible without other significant
changes to H.R 1200. That proposal would, for example,. have repealed the
Medicare and Medlcaxd programs. But Medxcaxd is currently the pnmary payer for

(suk S

\altemanve source of funding for Iong term care would, therefore be needed

M. Blair's proposal for the establxshment of comprehensive health services

organizations is interesting, but we are not sure how these would function or interact
with the states. Certainly, the proposed responsxbxhncs for states could be quite
complex and require extensive information’ systems that do not currently exist.

sistarfcd to you in this matter,

Please let me know if we can be of ﬁx’nh'

% Robert D. Reischaﬁcf e

Vg v g
o T I S,
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S THE HEALTH cang CRISIS - A:%PLAN FOR . REFORM 4/22/96
THE PROBLEMS: During 1996, of the 260.million people in the :
U. S. almost half will be uninsured, seriously underinsured

or covered by Medicare or Medicaid. GAO reports state "20%

of the dollars spent on patient care is‘wasted, that up to 10%°

is spent on avoidable administrative costs" There are no :
incentives assuring quality or cost control!

"THE PLAN: expand present managed care system to cover Medicare,
Medicaid, Veterans, Workman's Compensation and the 40 million .
uninsured by strategies assuring quality care, cost control

and patient, provider and insurer satisfaction,

i
b

THE RECOMMENDATIons- a universal coverage plan providing for:

A) Federal Health Policy Board responsible for.
1) Issuing Health Care Insurance: Cards (HCICs)
2) Setting health care benefits: (Oregon Plan. Benefits)
3) Designing form for annual reports of clinical and
financial outcomes. 4
4) Recommending to Congress: . B '

a) the amount of the flat percentage increase of
personal and corporation® “income taxes needed to
finance the health care benefits

b) indexing of these funds to the states in accordance

A with the states' populatron and economic levels
5) Recommending to Congress that: states establish state
health policy boards to receive and administer the
capitated health care funds. %}
B] State Health Policy Beards responsible for:
1) Identifying their Health Carei‘Market Areas (HCMAs)
2) Establishing eligibility standards for HMOs to bid for
franchises to provide health benefits in theilr HCMAs
- requiring HMOs' applications for franchise to include: .
(a) identification of contracting providers (physicians .
groups, hospitals, pharmacies,'various health care

‘ agencies and other suppllers).

(b) provision for prompt completion and submission of-
the federally required outcome report. (The State
Health Policy Board to monitor but not interfere
with the HMO's prov1sion of care.) The report is
to be made public.

(c) HMO's bid for a franchise. covers only its operating

. cost and profit. Thus, it's bid and its operation

of the franchise is focused on competition with
other franchises by the provision of quality care.
3) Receiving applications and awarding franchises. :
4) Recelving federal funds and distributing them to
franchised HMOs after additional indexing needed
because of different costs among their HCMAs. .
C) Graduate Medical Education should be separately financed. -

Extrapolations of CBO reports 1ndicate this plan will»savae$292 ’ :
+ billion its first six years, $175 billion annually thereafter. , S
» Specific plan details will be supplieé on receipt of requests.



