
MITCHELL HEALTH CARE LEGISlATION 
. ,EXECUTIVE SUMMARY 

I ' 

!AUGUST 1, 19,?4 
I 	 ' 

1. 	 EXPANDING COVERAGE " 

The objective of this health ~e reform plail is to provide universal coverage 
through a system of insuranCe market reforms, voluntary purchasing cooperatives, 
and incentives and subsidies ito those who need' them;, 

" 

The Congressionat Budget Office's preliminary estimate is that, if this plan is 
enacted, 95 percent of all Americans will have health insurance by the year 2000 
with no increase in the federal deficit. The plan will iurtherestnblish a procedure 
to provide thereafterllealth;insurance [0 all Americans.' 

, 	 ; 
:. I· 	 . ' 

A. 	 Subsidies Under a VOluntaJy S):stem. Targeted subsidies will be available 
to encourage certain 'low income individuals and some fums to purchase 
insurance. These subsidies would be targeted to people who do not have 
health insurance coverageroday . 

. For low income indi~iduals:' , 

o 	 l&w-lncome r~miJies. Beginning in 1997, low income individuals 
and families will receive a subsidy worth a fixed percentage of the 
average:premjum in a health. care coverage axea. For those below 
100pe~cent 9f the Federal poverty level, the subsidies will cover 
the full ,cOst of health IDsurance Coverage. The value of the. subsidy 
.will be phasedouf between 100 percent and 200 percent of poverty. 

o 	 LoW lncome prmnantwomen and c4Udrell.Beginning no later than 
1997, pregnant women and children under 19 with incomes up to 
185 pereentof poverty will be eligible to receive subsidies ·equal to 
100 perCent tif the premium. The sUQsidies wI be phased out ' 
between 185 percent 'of poverty and 300 percent of povertY- ' 
Community rated health plans will be required to offer tWo 
additional categories of coverage; :)ingle child and multiple child, so 
that child o~Y pOlicies are available in the market. 

·0 	 Cash assfs~£e recipients.' Beginning with the January 1, 1997 
abolishment of the acute care portion of Medicaid for AFDC, all 
AFDC cash assistance recipients will receive subsidies equal to 100 
percent of the premiwn. 

o· 	 Former PQn~Cash Medicaid eli&ibles. Beginning in 1997, individuals 
who would be medically needy or other non·cash recipients under 
the current Medicaid program (except pregnant women, infants and 
children) wil~ receive subsidies covering 100 percent of the premiwn 
for six months. then will be treated the same as others based on 
income. 
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o 	 Qutreach and enroJlment. To maximize health insurance coverage, 
low income individuals eligible for full subsidies (below 100% of 
poverty generally, and below 185% of poverty for pregnant women 

, and children) will be pennitted to enroll in a health plan at any 
time of the year (oth,ers may enroll only during the 30 day 
enroIlment period). Any pre~existing exclusion rules that apply to 
the newly insuted will be waived for these individuals, and a new 

,system will be ~eveloped to sign up such individuals fen health 
insuian~ coverage when they seek health care service ala ~ospita1 

, or clinic. i 
I 


, , 


o 	 TernDorarUy uDemplQyed, uninsured. Beginning in 1997 individuals 
who were full time employees, insured for at least six months will be 
eligible for enhanced income protection subsidies to purchase 
insurance. Under thi:s program, unemployment insurance benefits 
and wages earped in a ,month up to 7S percent of the poverty level, 
will be disregarded for purposes of determining eligibility for low 
income subsidies. ,Individuals will be eligible for this program for up 
to six months or until they find other full time work. This assists 
temporarily urtemployed individuals. purchase insurance by 
disregarding ai portion of their incOme for the year so that they .are 
eligible for the low incOme subsidies. . 

For employers: 

o 	 Rmployers who exPand cQyer4f:e to·additional workeu. Beginning 
in 1997. ,employers who expand coverage to all their employees in a 
specific class (Le., full timet part time), will receive subsidies to make 
their employe,es' premiwns more affordable. Employers will pay the 
lesser of 50 percent of the premium or 8 percent of each newly . 

, insured employee's wages. The employee w;U, pay 50 percent of the 
premium.'W~rkers with incomes under 200 percent of poverty . 
eligible 'for the individual subsidies described above. This subsidy 
will be available to employers for a maximum of five years. 

B. 	 Tri~er to a Requirement. On January 15, 2000, the National Health Care 
Cost and Coverage Commission will detennine whether the voluntary 
system has achieved 95 percent coverage., . ' 

,0 First .6Jternative Covera2e Ta(fet Ach~. If the Commissionn 

. determ~es that, on a nationwide basis, at least 95 percent of all 
Americans had health· coverage, it will send recommendations to the 
Congress on ,how to insure the remaining uninsured individuals. 
Congress wil~ consider legislation to insure the remaining uninsured ' 
under an exp,.editcd process that requires committees to· discharge by 
a certain date and that limits floor debate. The legislation will be 
fully amendable and require the President's signature. No further . 
action is required. 

2 



o 	 Second Altem~tiye -- CQV~raie Threet Not Achieyed. If coverage, is 
below 95 percc;nt, the Commission will send to Congress by May 15) 

· 2000 one or more legislative proposals on how ,to insure the 
· remaining unmsured individuals. Congress Will consider legislation 
to irisure the remaining uninsured under an expedited process that 
requires co~ittees (0 discharge by a ccrtain date and that limits 

· floor debate. The legislation will be fully amendable and require 
the President's' signature. If universal coverage legislation is not 
enacted by December 31, 2000. an employer requirement will go 
. mto effect on i anual)' 1. 2002 in those states with less than 95 . 	 , , 
percent coverage. 

C. ' 	 Nature of Reguirement If a requirement is triggered, employers with 25 
or more employees ~ill have to pay 50 percent of their employees' 
premium. costs, with the employee paying the remainder. Firms employing 
fewer than 25 workets will be exempt from an employer requirement. ' 
Individuals will be required to have health insurance. Under a 
requirement, the targeted subsidies available under the voluntary system 
will be replaced with general subsidies designed to make insurance costs 
affordable. I . 	 ' , , 

o· 	 Employees with Adjusted Gross Income under 200 percent of 
poverty will b~ subsidized' on their 50 percent ,share of the premium . 
on a s~iding scale basis, so that those with incomes up to 100 percent 
of poverty will pay no more than about 4 percent of income, rising 
to no more than 8 ,percent of income by 200 percent of poveny. No 
family, regardless of inCome will pay more than 8 percent of inco~me 
on their 50 percent share of the premium; 

. I I .' 	. 
o 	 Non-workers;and those.in exempt firms will receive the same 

subsidies for ,their 50 percent share of the premium as employees in 
,covered f~.· Those below 200 percent of. income will receive 
additional supsidies (on a sliding scale) to. make the' remainder of 
the premium; affordable. 

I 
! 

2. 	 CONTROLLING HEALTH CAIq; COSTS, 
I 
I 

A 	 Premium Assessment. A 25 percent assessment would be imposed on "high 
cost" health plans to the extent their costs exceed a target cost. The initial 
target for co~unity rated plans would be based on average per capita. 
health care costs ini the particular community rated market area, for 1994 
trended forward at 'the rate national health expenditUIes increase. TIle' 
target rate ofgroW¢ thereafter would be CPI plus 3.0 percent for 1987. 2.5 
percent for 1988 8I).d 2.0 'percent thereafter. The initial target for . 
experience rated plans would be based on each plan's actual experience 
from 1997,;,1999, and·then will increase generally by the same target growth 
rate that applies to community rated plans. 

I,, 
I 

. I 
, 
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Plans in a conununitY rated area where the average premiwn is iess than 
the target would. not be subject to the assessment. The health plan would 
pay half the assessme:nt and collect the other half from providers in . 
reduced reimbursements. The Secretary of Treasury will have the authority 
to adjust· the referenCe premium to reflect changes in demographic . . 
charaeteristics and ~eia1th starus_ The f.ax would apply to community-rated 
plans after 1996 and to experienceMrated plans after 1999. ... 

B. 	 NatiQnal Health em Cost and Coverafle Commls·sjon•. A National Health 
Care CO\1erage and ~ost Commission will be established to mOllitor and . 
make re.Commendations with respect to trends in health insurance coverage 
and costs. The Commission will consist of seven members to be appointed

I . 	 . . 

by the President and ,confirmed by the Senate: 	 ... 
I 

. . . 	 . 

Beginning in 1998. the Commission will issue annual reports detailing 
trends in health care ~coverage and costs, broken down nationally. by state, 
and by health care c"verage area, 

! 

Among other things, ~e Commission will report on: , 
o 	 . , Demographics. and employment status of the uninsmed and reasons 

. why they are Uninsured:· . 
I 

o 	 StructUI~ of h~ajth delivery systems; 

o 	 Status of insw:ance market refonns; 

o 	 Development ~d operatioru; of health insurance purchasing 
cooperatives; : . . 

! 
o 	 Success of market mechanisms in. expanding coverage and 

controUing costs among employers and households; 
, . 	 l . , 

. 0 	 Success of hi~ cost health insuranccprcmiwn tax in controlling 
costs; , 

·0 	 SuCcess ·and.adequacy of subsidy program in expanding.coverage 
throughempIQyers and households; 

The Commission will also issue fmdings on the per capita cost of health 
care, including the r#e of growth by type of provider, by type of payor, 
within States ~d.wit:hin health· care coverage areas. Such fmdings will also 
include the e::\:pcctedirate of growth in per capita healt:h care costs. the . 
causes of health care cost growth, and strategies for controlling such costs. 

, 

, 
i. 



, 
I 

Begirining on January 115, 1999, the Conunission will report each year on 
the affordability of coverage for families and employers and on the success 
of market incentives and other proVisions of this legislation in achieving 
cost containment. If the Commission fmds that Coverage is unaffordable or 
that cost containment :efforts arc Wlsuccessful, it will make 
recommendations fOlimplovements. , 

If the Commission fm~ that fewer than 35 percent of those eligible to 
enroll in the comrnun~ty·lated health plan are able· to enroll in a plan with 

. a premium at or below the target premium for the area, then the 
Commission will consider and recommend to Congress a means of 
controlling heal~ ca.re cost growth to the target set in this legis1ation or to 
an alternative target if the Commission detenrpnes that would be more .. 
appropriate. Congre~s shall consider such Commission recommendation 
under the same expedited procedures as it considers the Commission 
recommendation for ~chieving universal coverage. Consideration of such 
recommendations under such procedures Will not occur more than once in 
a Congress. . 

I 
3. 	 INSURANCE MARKET REFORMS 

, 
A. 	 MAWt Sf2J1lents and boundar1e~. Firms with fewer than SOO workers and 

individual purchasers! (self-employeci, nonworkers,:AFDC-eligibles) will be . 
in the community rated pool. . Firms with 500 or more workers,as well as 
Taft-Hartley plans aJ1.drural oooperatives.with 500 or more members, will 
be permitted to' self·~sUre or purchase experience-rated coverage. 

I' 	 ", 

B. 	 Commuqity rat1Dl:rNlli.rtment~. Community-rated plans could modify 
their rates·bas~d on ~verage·categoIY (e.g., single, family, etc.), geography, 

. and age (with 2:1 band for population under 6S years of age until 2002). 
Each community-rated health plan will be required to establish a single set 
of rates for the standard benefits package applicable to all community­
rated eligible indMduaIs and groups within the community rating area. 

I 

States draw boundaries for community rating areas. In drawing such 
boundaries, states cannot subdivide metropolitan areas and must assure 
that a community rating area Contains at least 250,000 individuals. 

I . 
I 

. i . 	 . 
Guannty fund. States shall be required to establish guaranty funds for all 
community-rated hehlth plans and in·state, self-insured plans based on 
federal standards. The Department of Labor would establish standards for 
and operate a guaranty fund for multi-state self-insured plans. 
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E. 


F. 


I 
I' 

Ii 

Health Insurance PtJ.[chasin2 CooperAtives (WPCs). The plan allows for 
multiple, competing, YOluntary HlPCs. States certify IDPCs to Genre state­
established communiW rating areas. States may certify more than one 
mpc for each such area. mpcs must be non-profit. States and local 

, It • 

governments will be ~11l0wed to sponsor or establish HIPCs. , If a mpc is 
,not available in a co~unity rating area. the'Federal Employees Health 
Benefits Program (FlEHBP) will be required to establish or sponsor IDPes 
in such unserved arers (see FEHBP below). ' 

fllPCs will be iespo4sible for entering into agreements with. plans and 
employers; enrOUingj:indiViduats in plans; collecting and diStributing 
premium payments; FOordinating out-of-coverage with other HIPCs; and 
providing conswner information on plans' quality and cost. ,,' , 

H;IPC" must accept tl eligible individuals and finns; provide enrollees a 
choice of at least 3 plans; including 1 Fee For Service (FFS), 1 Point of' 
SeIVice (POS)" and 1 HMO. ReqUirement of 3 plans could be waived by 
Governor in rural afeas, but FFS must always b~ available. The Secretary , 
of HeaJth& H;umati SeMces will set fiduciary standards for IDPCs. 
IllPCs will be ,pennj,tted to negotiate discounts with plans reflecting 
economies of scale Fadministration and marketing. ' ' 

I' " 
EmpIQyer'ResponsibiJitx. Small employers (fums with less than 500 
workers) must offe~'to their employees a HIPC. They may also offer a 
choice of at least thfee plans (including a FFS, POS, and HMO) to therr 
employees. These$mall f1I1JlS could choose from among'the IDPCs in' 
their community rai:ing area. 

II 
, : I) . 

In order to qualify for an employ~r premium contribution, employees will 
~ , ,.

be required topurcJtase health insurance through the three plans or the 
. I" ' 

RIPC chosen by their employer. 'If an' employer chooses to offer a IllPC 
, I ' 

that is not the FEHBP ffiPC in the area, that employer's employees also 
could choose from i~e plans offered by ,the FEHBP IDPC and still qualify 
for any employer ptemium c6nuibution. 

, /i 
Large employers (fl1lTlS with 500 or more workers) must offer a choice of 
at leastthree.pla~: (including a FFS, P~S, and HMO) to their employees. 
Large employers ~ purchase experience-rated health plans or self-insure. 
Large employers ~ join together to form large employer purchasing 
groups, but can.not!join' IllPCs. 

II ' 
Self-Insured 111mSJ: In general, self:-insured plans must comply with the 
above respol'l;sibili~~es and refonns, including employer and individual 
premiumcontribu~ion requirements, coverage of a comprehensive package 
of benefits, guarati~eed issue and renewal, and pre-existing condition limits. 

j! 
" 

I, 
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I 

G. 	 FEIp3P. The O.ffice ;pf Personnel. Manageme~t w~ll designate a state­
certifIed health msur~ce purchasmg' cooperatIve m each area as the 
FEHBP IDPC. If a state-certified IDPC is not available. OPM will be 
responsible for setting up a IDPC. A lllPC run by OPM would have all of 
the powers of a' statercertified fiPC: 

. 	 l. 
Federal workers williselect plans through their local FEHBP HIPC. 
Premiums for federal workers will be based on the cunent methodology 
and will not be age-~djusted. OPM will implement rules to blend 
premiums for federal workers with premiums for Don-federal ind,ividuals 

, over time. Federal tarkers and non-federal individuals will pay the same 
community-rated pre'inium upon the phase-out of age-rating in 2002. 

t .' 
Workers in firms witlh less than 500 workers. nonworkers, AFDC recipients, 
the self-employed car also pmchase coverage from the same plans as.' 

. federal workers throllgh the FEHBP HIPC. but at the age-adjusted 
. I 	 . 

community rate. National employees plans (e.g., Treasury) will have a one 
year transition ,beforb they are opened to non-federal individuals . 

. ~ , . '. 

The federal goye~ent and employee and retiree reptesentat.ives will 
negotiate to decide ~hether the federal government will offer and 
contribute tOv-'ords sl~pplementa1 benefits above the standard benefit 
package for federal rorkers. ._'. -, 

1 • 	 • 

H. 	 Risk Adjustment. R;isk adjustinent willoCCUI between cominunity~rated 
health plans to accoUnt for differences in health costS that result fro~ 
differences in their enrollees' health status, demographics, sociOeconomic 

~ . . 	 . 

status, and other fa4tors. Community rated health plans must also 
participate in a Il1ari,datory remsqrance prograinrun by the suites. 

.' ~. .' 

In addition, experiebced rated plans will be required to make. transfers' to 
the community ratep plan pools to.adjust for the increased Costs in the 
community rated pools. 

1. 	 Family Connie for
/' 

Ingividuals U12 to Ale 25. To further maximize 
coverage, health p)~ must allow unmarried children to be covered under 
parents' policies until they tum 25. 

i' 
/i'
iJ 

4. 	 NATIONAL HEALTH P~ STANDARDS 
,I) 	 , 

A, 	 State Certifl~@tion· Qf Plans. States will certify health plans based on . 
tederaJ guidelines. iiHealth plans will be subject' to the following market 
reforms: guarantee issue and renewal, open enrollment, limit pre·exi&ting 
condition exclusionk to six mont.h~. and exit from marker rules. 
Supplemental heal~ benefits plans must be priced and sold separately . 
from the standard vealth plan. . 

"I; 
I, 
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I
ii 	 ' , 

B. 	 Aro:'WUIID~.Prov:l~J, The plan does notIn~IUde "any-Willing·provider" 
provisions. The anti-:<iiscrimination provision prohibits a provider network 
from discriminating against providers on the basis of their profession as 
long as the state auuj.'orizes that profession to provide the covered services. 
However, this provisjlqn does not require standard health plans to include 
in a network any ind~~dual provider or establish any defmed ratio of 
different categories of health professionals. ' 

r ' 	
< , 

< 

c. 	 .Balance BUlini. Eaqp standard health plan must have arrangements with a 
sufficient number an~ mix of health professionals that willaecept the plan's 
payment rates as full!' , 

1: 	 , .' 
i ' 	 .

D. 	 Access to Speciallzedl Treatment ExpertIse. Standard health plans that use 
gatekeeper or simil~ process must ensure that' ~uch a process cloes not ' 
create an undue burden for enrollees with Complex or chronic health 
conditions. Each starl:dard health plan must demonstrate that enrollees 

. , have access to speci~ized treatment expenise. " • 

E. 	 Utilization ManaweJent. Each standard health plan must disclose the 
protocols and fmanc~aI incentives·which they are using to control utilization 
and costs. I: 

I; 

5. 	 BENEFJTS PACKAGE If 
:1 	 , 

A. 	 The Benefit P8cka2ef There 'arc 16 legislatively-defined categories of 
covered services in ~;lfstandard"benefits package, including: 

Il 
" 

1. Hospital serviCeS; . 
2. Health profes:sionaI services; , . .. 
3. . 'Emergency and ambulatory medical.and surgical selVices; 
4. Clinical preventive servicesj . . 
5. Mental illnes~: and. substance abuse services; 
6. Family plann~g and se,rvices for pregnant women; 
7. Hospicc servi~s; .. 
8. Home health:~ervices; . 
9. F..JCtended cart selVices: 

, I ' 
10. 	 Ambulance services; 

I.
11. 	 Outpatient laboratory,radiology and diagnostic services; 
12. 	 Outpatient p~escrjption drugsj 
13. 	 Outpatient rel~abilitation services; 
14. 	 Du.rable .medical cquipmen~ prosthetics and orthotics; 
15. 	 Vision, hearirtg, and dental· care under 22 years of age;

I,

16. 	 Investigational treatments. 

, 'f 
I 

I! 
r . 
r 8 

I
, 
I 
" 



The scope andduraribn of services are not specified in legiSlation, but will 
be defined by 'a Nati9nal Health Benefits Board. For mcntal illness and 
substance abuse, the board is instructed to seek parity (same copays, 
coinSUIat:ice, dcducti~lcs). If the Board cannot initially design a benefit 

. 	 package with parity, ~t is penniued to place limits, ftrst on hospitalizations 
and subsequently on putpatient psychotherapy for adults. No copayrnent 
will be required' for clinical preventive and prenatal services. 

. 	 h 
I: 

B. 	 Cost sbarlni sch~dules. The value of the standard benefits package will be 
equivalen'( to the a~arial value of the Blue CrosslBlue Shield standard 
option under FEHB~. The Benefits Board will specify three cost ~haring 
schedules: ' Ii . .

.' r 	 . 
o 	 A low cost sh'P'ing schedule, resembling an HMO. 

I; 	 . 

A high cost s~~ing schedule, resembling fee-for·service. 
Ii-	 ' • 

o 	 A combinatio~ cost sharing schedule, rese~bling .~ pOint-of-service' 
plan, in which~i in-network services would have lower cost sharing 
schedules similar to an HMO'or pPO. and out-of-network services , 
would have higher cost sharing schedules like fee-for-service. 

'I 	 ' .
if 
I' 

c. 	 The "alternatiye staridard" benefits paclqae. Individuals Will have the 
option of purchasingi;an alternative benefits package. With a "higher 
deductible, this plan i~l be offered at a lower actuarial value tha.n the 
standard plan. While it resembles a catastrophic plan in the size of the 

• I. 	 . , . 

deductible, it differs/in that it must cover all 16 categories of services. It 
will not be offered t~ough employers, and supplemental policies will not 
dllplioate services ori:pay for cost sharing below the deductibJe. "Enrollees 
selecting this plan wUI be mcluded in the community rating pool. These 
provisions are desigqed to limit the potential for risk selection. ' "" 

I ' . 	 . 

D. 	 National Health BeJetIts Board. The seven member National Health 
Benefits Board will Qetennine the sropc and dwation of services and the 
details of each cost ~haring schedule. In addition,'the Board will develop 
criteria and proced~es for defining medical necessity and appropriateness. 
Members will be appointed by the President. with the advice and consent 
of the Senate. to staggered six year terms. 

, II ,. 
I. 

E. 	 ~2st Sharlnl: SubsiqiU. AFDe recipients enrolling in a lower or 
combination cOst shanng plan at or below the" average premium in the area 
will pay only 20 pertent of the regular cost sharing schedule (e.g., instead 
of a $10 COPQy~ theYr:payonly $2). If no such plan is available,they can get 
a .cost~sharing .redu~ion in a higher cost-sharing plan (e.g .• instead of a 10 
percent copay on atil doctor's visit, they pay only $10). 

I:
II 

'I

L 
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" 
For people who 'are kder 150 percent of poverty 8!ld are not receiving 
AFDC. cost sharing ~ only available if 'they cannot bUy a lower or 

, combination cost sharing plan. If such a plan is unavailable, the person 
can enroll in a highetl cost sharing plan and have th(;ir cost sharing reduced 
to the lower cost shahng'level. 

J 
i' 

For people under 15d percent of poverty anti not working. cost sharing is , 
only available if they!'cannot buy a lower or combination cost sharing plan. 
If such a plan is Unal8.ilable, the person can enroll in a higher cost sharing 
plan and have their cost sharing reduced to the lower cost sharing level. 

I' 	 ",I 
For people under 150 percent of poverty who enroll in a plan through an 
experience-rated employer. no cost sharing is available if the person can 
enroll in any lower dt combination cost sharing plan offered by their 
empJoyer through wHich they enrolL Otherwise, the person can enroll in a 
higher cost sharing plan and have their cost sharing reduced to the lower 
cost sharing level. r ", ' .. , 

!I 

/' 
,6. EXPANDED BENEFITS FOR THE ELDERLY AND DISABLED 

i," 
" A. 	 LoDe Ttrm Care· "Ole plan includes several new initiatives to provide long 

term 

, 

care services ,tt the elderly and disabled. New programs include: , 

I' . . 	 " , , 
o 	 New Home ahd CQmmunit,yBased Care Proerw. The plan 

provides a capped federal entitlement,to stales to provide home and 
community-based services to individuals with 3 or more deficiencies 
in Activities 6f Daily Living (ADLs), severe melltal retardation or 
sc;vere rognitive or mental i,mpairment regardless. of age or iDcome. 
Funding ovef the 1995-2004 period totals 548 billion. " 

It 
" 

o 	 Loni Term ¢are Insurance Standards. 'Private long teJ;Ill care 
insuran~ pOlicies will be subject to Federal model standards to be 
developed by the Secretary Of HHS in cOnsultation with the 
National As~;ociation,of Insurance Commissioners within one year of 
enactment. Ii ' ' . 

o 	 Tax Oarific4tion for I.on~ Tenn Care Insurance. Ewenses for long 
term care sepnces and insurance pre~iums shall be treated as 

, medical expenses. Other tax clarifications are also included. 
, I' 

o 	 ute Care PtQ~am. The plan establishes a vpluntary public 
insurance p~ogra.nl to cover the cost$ of extended nursing horne 
stays. Individuals will be given the option of purchasing coverage 
when they r~ach the age 35, 45. 55, or 65. The program is self-
financed an~pre-funded. ," , 

r ' 	 . , 

I! 
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o 	 PACE Proerafu. The plan expands Medicaid's Program of AlI­
Inclusive Care;ifor. the Elderly (PACE). increasing authorized 

- demonstration, sites from IS to 4D. The Secretary of HHS is 
required, to d~velop provider and service protocols. 

1 
,: 

B. 	 M~digre Drue. Thi~ initiative gives Medicare beneficiaries three drug 
benefit options: a feh-for-service plan, a Prescription Benefits 
Management (PBM) I:option, and an HMO option .- all effective January 1, 
1999. Under this ne~ program. beneficiaries will have an annual 
deductible to be det~.lmined by the Secretary of HHS; a 20 pe~cent copaYi 
and an annual OU1-o(~pocket limit of $1,275 in 1999. Med,icare Part B 
premium would be iricreased by 25 percent of the COSt oC tbe drug benefit ­
estimated to be aboJI $10 in 1999. with Medicare paying the remaining 75 
percent. 

, ,I 

I' 
r: 
I·
I 	 ­

Drug manufacturers ~iI1 ~ign rebate agreements with HHS in exchange for 
no formulary under tpe fee-for-service option. Drugs used as part of 
HMOs or capita ted drug plans and drugs for. the working aged will not be . 
subject to rebates. ii 

I" 

i 
Rebates for Single somce and innovator multiple source drugs will be 15 
percent; rebates for generic drugs would be6 percent;. the Secretary could 
establish a sliding scf1e from 2 percent to 15 percent for generic drugs as 
long as the eff~c;t was equal to a 6 percent. -From 1999-2004, this program 
will cost $94.4 bmio~. . 

" 
c. 	 'Enrollment of ~Qi~are B~nefJci§ries ip,to MaU8Ud Care Plans. . . 

Individuals who becQme eligible for Medicare may choose to· remain in 
their current health ~Ians if such plan is a Medicare Risk Contracting plan 
under section 1876 Of the Social Security Act. or is eligible to become such 
a risk contract., Payfnents wUl be made beginning in~ the fust.lnonth in 
which the individuall'is Medicare eligibJe. Payments under this pr()vision 
shall be the sale M~,dicare payrnentto which the beneficiary is entitled. 

i: 
, Ii

" 	 , '. I 

.7. MEDICAID PROGRAM !: 
. /'

·1: ' 
A. 	 IntcatioD Q(Medi£wd Recipients.· (See Coverage section above) Under 

this plan, the AFDG and non-cash population will be integrated into the 
general health care ireform program and treated like other low-income . 

I. 

people eligible for federal. subsidies and enrollment in certified health 
plans. States will b~ require-d to make general maintenance of effort 
payments for servi1s covered undetthe standard benefit package. 

:1 	 • 

AFDC. Cash Medicaid recipients (AFDe) will be eligible for fun . 

premium s:u~~idies as will other families with incomes less than 100 


.p~rcent of P9verty; . 


I 
i' 
;i 
I; 11 
[i 
" 

I'
'; . 



I 
I: 

Non-cash, Full' premium subsidies will be available to all pregnant 
women and children up to age 19 wich incomes up to 185 percent of 
~~ 	 l ' 

Ii 
B. 	 Cost sharin~ for Intetrared Medlcajd recipien~. AFDC recipients, in 


HMOs will pay only fO percent of che cost sharing amount otherwise 

required. If no HMq is available, AFDC recipients will pay the cost 

sharing amOU11t tbat """ould apply in an HMO, but nor reduced to 20 

percent. Noncash reqlipients will receive, cost sharing subsidies (ike all 

other low-income iridf;viduals-- up to 150 percent of poverty. 


C. 	 State and Federal Prkmium Payments for Inte2rated R~clpients. The 
federal government will pay all of tbe premiwn subsidies for integrated 
Medicaid recipients. IStates will pay the federal government maintemmce 
of ettort payments fat these integrated recipients. Specifically: 

o 	 Cash: States ~ill be required to pay an amoWlt equal to: ' (1) the 
adjusted, fiscal: year 1994 per capita cost of services covered (based 
upon the state's current Medicaid payment rates) under the standard 
benefits pack~ge for' AFDC reCipients multiplied by (2) the number 
of AFDe recipients receiving a subsidy in a given year. . 
Disproportion,ate Share (OS H) payments attributed to Cash 
recipients are inot included in the calculation of a state's per capita 
cost of covere;d seIVices. The per capita cost of services in fiscal 
year 1994 willi be adjusted for ,future years by the growth in ,per 
capita national health expenditures. 

. ; I: 
. :; 

o 	 Non-cash; States will be required to make general malnteiuinee of 
effort pa}1Ilerit for seivices (based upon the state's current Medicaid 
paymentrate~), in fiscal year 1994, covered under the standard 
benefits 'package for non-cash recipients. State DSH payments 
which are 'att#butable to the noncash population will be included in 
the.ca1culatjo~ of general'maintenance of-effort payment., Such 
MOE paymeqrs will increase at the same growth rate as national 
health expen4itures. 

D. 	 SSILDisabled. MediJaid Recipient§. SSI/Medicaid' recipients will not be 
included in the cominuniry rated market. Medicaid will be retained as a 
separate program, \\jlthcurrent rules, for SSI and long-term recipients. " 
States will have the ioption to pay a per capita amount for each 
SSIIMedicaid recipi~nt (who is not enrolled in Medicare) that chooses to 
enroll in a certified :health plan. States shall negotiate "'With certified health 
plans for rates for the SSI population that are separate from the 
commWlity rate..N6 certified plan can have more than SO percent of its 
enroUmemcompose;d, of SSIIMedicaid r~cipients: 

i:
I, 

E. 	 Dual ElieihJe Beclpjents. Dual eligihle~ -- persons eligible for Medicare 
and Medicaid -- will remain under Medicaid and not be enrolled in health 
plans. I; 

/: 
12I: 

I 

/'
I 



F. 	 'NQn-SSI~ Non-DUal Eliflitlle RecipIents aied 18-64 yeurs. These individuals 
will remain under M~dicaid" but as the low-income subsidies phase-in (e.g., 

, -100 percent to 125 p~~ccnt), these recipients (Currently about 2AO,OOO) shal1 
be integrated and trea,ted like other low-income individuals. 

, 	 I 

G. 	 Supplemental Seoice~. 'Current Medicaid rules governing covered services 
and recipient eligibilitY will be retained to cover services not otherwise 

-provided through ceri~ied health plans. The current flexibility provided to 
States to determine tlJ.e optional services and groups it will cover will also 
be retained. , I: ' 

I: 
il· 

H. 	 MiscellaneoUS MedicAid. In addition, the plan: 
, 	 I 


I! 

o 	 allows states tQ eXpand eligibility for home-based Medicaid long 

term care serv~ces for single persons by increasing the asset limit 
from $2,000 tq, $4,000 for services including personal care attendant 
services, the Sec. 1915 waiver programs, and the frail elderly home 

• 	 L 

care optIon. : 
,-- I 
, 'Ii - ­

o 	 eliminates the i-institutionalization requirement as a condition of 
eligibility for ~abilitation services under a home and community 
based waiver. ': 

1, 
I' 

o 	 elil?inates thei;"cold bed" rue for horne and cornmWlity based 
waIver programs. ­

j, 
I, 

o 	 requires State I,Medicaid programs to reinJburse directly for services 
, by certified registered nurses and anesthetists or clinical nurse.' . 

- specialists that; -are authorized to practice under State law, whether 
- or not they' operate under thesupemsion' of a physician or other 
health care provider. 

- II 

I'

8. 	 HEALTH WORKFORCE AND EDUCATION{RESEARCH 
-	 I

! 
il 

A. 	 Graduate Medical EdugltionlGraduate Nurse Trainin2lAcademic H~aJth 
CeUterslMedicaJ Sdlools 

!­
1:
d 	

, . 

o 	 Creation of an ali-POyer acrount. Currently, only Medicare supports 
graduate medi:cal education. By supplementing this with a 1.5 
percent prem~~ assessment., and allocating the total pool to 
residency tran;iing programs and academic health centers, this plan 
spreads-mediCal education costS across aU of the insured. Ii - '-	 . 



i,
;: 
" 

" 
o 	 ,Health professional workforce poliS4'.This initiative consists of: (1) 

" phasing in priniary care residency positions from 39 percent in 1998 
, to 55 percent ih 2001; (2) reducing the number of total residency 
positions from il34 percerit' of US medical school graduates,~ 1998 

, to 110 percenti:in 2001; (3) creating a National Council on GME to 
implement the~e policies and, modify the goals beginning in 2001; 

, and (4) provid~g transitional funding to residency programs which 
reduce their number of residency positions. " 

o 	 QreatiQn of furldin2 aCCQunts. Funding by account' is as follows: 
, 	 :1 " , ' 

I, 

o GME .A!ccount: $27 billiori' over 5 years; 
o 	 AHC Atoount: $42 billion over 5 years; 
o 	 Medical!'School Account: $2 billion over 5 years; 
o 	 Graduate Nurse Training Account: $1 billion over 5 years; 
o Dental ~chool Program: $250 million over 5 years; , 

, 0 PUblic, ij:ealth School Program: $150 million over 5 years. 
II 
I' 

B. Biome.dical and Health ~,ervices Research Fund 
" 
It 

o 	 Creation of l1iOmedical and Health'SeMkCs Research Fyng. This 
fund is designed to supplenlent National Institutes for Health and 
Agency for He~th ~r~ Policy and Research funding, which is 
currently suffic~ent to finance only a fraction of the peer-reviewed 
grant submissions. 

~ 	 , 

0, 	 Fundini leyel§.ii The plan's premium assessment wiH provide 
additional fun9ing for the NTH and AHCPR. 

1i 

I: 
9. 	 HEALTH INFRASTRUCTURE 

.~ 
1, 

A. 	 Public Health Servlee; To strengthen OUI public health infrastructure, the 
folJowing programs re:ceive new or additional funding: '. 

o 	 .QQre Public Health. Grants to states to improve and monitor the 
health of population. 

,; 
I, 

o 	 Health promotion and pisease Prevention. Grants to eligible 
providers .to d~relop and implement innovative community-based 
strategies'to pr;ovide health promotion and disease prevention 
activities. :: 

I: 

o 	 Mental Healthhand Substance Abuse. Grants to help integrate state 
MH/SA servi~s with those provided by health plans. 

I, 

'0 . . 	 ComprehensiY~ School H<}alth Education. Grants.to state education 
agencies to integrate comprehensive education programs in schools. 

" 
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i! 
I: 

i: 	 . 
o 	 SchoQI~Related! Health Semces. Granuto develop school-based or 

. ' school linked health service sites. 
. 	 ( 


I' 

o 	 Other initiatives. Other initiatives include domestic violence and 

womens' heal~; occupational safety and health; and border health 
improvement. ii 

. ~ 	 . 

B. 	 IDC... The bill supple~ents existing appropriations for the supplemental 
food program for wo~en. infants and children (Wle) with $2.4billion ill 
direct appropriations ~hich will allow the program to serve aU of the 
pregnant women, infaP.ts and children cligible for WIe benefits. 

': 
I 	 . 

C. 	 Indian HeAlth Service:. The programs of the Indian Health Service are 
strengthened with graflts and loans to improve and expand services. 
Greater flexibility alIq,ws the programs of the IRS to contract with heaJth 
plans, to provide serviCes and receive third party reimbursement. 
F'urlhe1lllore. IHS he~th programs are eligible to apply and receive 
funding under the pu~lic health programs. 

/'
I'
I' 

"10.' 	 UNDERSERVED/ESSENTIAL COMMUNITY ·PROVIDER 
II 

I; 
A. 	 Access to Care for the Qndersemd Population 

~ 	 . 

o 	 Community Health Plan and Network Dxvelo~ment. Grants and 
contracts are a~arded to eligible health providers to develop 
community health groups to provide the standard benefit package in 
health professipnal shortage areas or directly to medically . 
underserved population. Grants and contracts are also made to 
expand existing health delivery sites and serVices. and to develop 
new ones .. 11 

~ , 

I' , 

o 	 Capital Develdpment. Granrs and loans are awarded 'for the capital . 
costs of develdping community health groups and expanding or 
developing ne,. health delivery sites. 

, ,1 

I, 


I ' 


o 	 Enablin&:and ~upplement Services.. Grants and contracts are 
awarded to eligible entities·to assist· in prOViding enabling and 
supplemental ~:eIVices to the underserved·PQPulation. 

r 	 . 
B. 	 ES§ential Cinnmnnity::Provtders. Designed to ensure that vulnerable 

populations enrolling :'in health plans have access to traditional. safety-net 
providers (e.g. comm~ty health centers and AIDS providers). the 
essential community provider prOvision requires that health plans offer a 

. contract or agree to y):ay essential community providers in their service 
area. . ;, 

I::1 
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ir 
. Ii 
: I· 

I~ 
. 11· 

I, 

The plan creates two!,categories of essentiaJ community providers and 
requires aJI plans to ~ntract with every essen~ial' community provider listed 
in Category I and one from each category listed in Category II. 

" 	 I 
" 

o 	 ' Category'I incfude Migrant Healrb Centers, Community Health 
Centers, Family planning grantees, Homeless Program Providers, 

, Ryan White ~:antees, State HIV drug programs, Black Lung Clinics, 
Hemophilia C¢nters, Urban Indian programs SID and TB Oinics, , 
Nonprofit andjpublic DSH hospitals, Native Hawaiian Health 
Centers, School Based Health Service Centers, Public and nonprofit 
mental h~althJsubstance abuse providers, Runaway homeless youth 
centers and tr~itional living programs for homeless youth Public 
and nonprofit :¥aternaland Child Health providers. Rural Health 
Clinics, and P~ograms of the Indian Health Service. , 

, , I. 	 ' 

o 	 Category II pr~viders, include Medicare dependent small rural 
, hospitals and 9hildren's hospitals. 

, ,'Ii, 
In 5 years, the Secretkry will make reconunendations to Congress on 
whether or not the prOgiam should 'continue; and if so, with what changes. 
Congress would then!~vote up or down on the recommendation.' , 

:1 
I' 
i: 
j

. 11. STAtE OPTIONS 
, 	 I ' 
. 	 I '. ' , 

States that want to moveah¢ad early with the implementation of Federal health 

care reforms will beaIlowed do so on a fast track. The bill will also allow states 


, to implement a single payer;: system. Existing state waivers will be grllndfathered. 

" 	 '.. !) , , ., ',., ' 

ii 
,I 

12. 	 QUALI1Y AND CONSU~R PROTECTION 

r 
" 

A. 	 QualIty I; 
.; 
i' 

'0 . National CuaNy (dlunciJ. This 15 member Council, comprised of 
, ' conswne:rs, he.alth plans. purchasers, States, health care providers 
, and quality rc~earchels, will set national qUality goais/standard..~ and 
establish regiqnaI and State·based organizations to implement the 
goals. ,. .;; 

I~, 

o 	 ferfonnance Measures for H~alth Plan~. The National Council 
, 

will 
establish. penqrmance measures for health plans, inCluding measures 
of aCcess (wai~ing times, patient/provider ratios), consumer 
satisfaction, h~aIth plan report cards for consumers and quality 
improvement.ii The Council will conduct surveys of consumers and 

. develop quaJiiy reports. 	 ~ 
II 

Ii 
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!I ' 

,r Ii ' " 	 , , 

B. 

C. . 

D. 

o 	 Research in quality improvement. The Council will make' research 

recommendat~ons rothe' Agency for Health Care Policy and 

Research for ~u[comes studie~ and guideline developm~nt. 


~; 	 , 

, " 

o 	 Quality Imprqvement Foundations. The~e non-profit, non­
govcrrunental,i;regionaJ or State-based organizations will get federal 

grants for quality irDprovement (involving health plans and 

practitioners) bn the local level. .QIFs will look at practice 

variations betireen health plans and different geographic regions. 


, I, 	 . 

They will eng~ge practitioners in lifetime learning techniques and 
provide technipaI assistance to health plans to develop rJ:J.eir own 
quality improvement programs. 

. U 	 . 

o 	 consumer Infdnnation ang AdvocakY Centers,. These State-based, 

non-profit, non-governmenT,a) organizations will disseminate 

consumer fepO'It cards about health plans; open local offices to hear 

grievancesj an~ provide consumer education. A National Center for 

. Consumer Infonnation and Advocacy will also be established to 
train local and!: State-ba,sed cOnsumer advocates. ' 

II 

o 	 . The NatiOnal PraditionerDatabank. This Bureau of Health 
Professions da~,abank wilJ be opened for puhlic access. 

), 
I: 	 . 

Simplicity. The. enormous amountS of paperwork that insurance companies' 
now generate and pr~~ss will be r~duced through streamlined and 
computerized systems~ Many consumers will no longer have. to submit 
claims. to their insur~ce company, but if they did, they cotild uSc one, 
uniform claim fonn. ~nsurance companies will be required to -use a 
standard fonn to inform consumers of their claim status. . . 

. . 	 :: 

Recau~e benefits will be standardized, consumers will be able, for the first 
time, to ~asily compai~ p1an' prices.- To help consumers compare prices, 
states will be require~i to distribute. easy:'to-read and understand report 
cards on health plans. l! 

.' 	
• 

,i; 
1i 

.' . 
Consumers will also have infonnation about the results of health care 
provided by each pro~der ~nd plan in their area which can help conswners 
make informed choice:~ wh~n selecting providers and plans~. 

, I 	 ' 

i 

Remedies and Enforai~ent. These provisions require health plans to give 
notice of benefitdeniaI. reduction or termination and to' establish an 
expeditious appeals prpcess within the plan. They will create State~run 
claims .review offices to provide claimants with options for alternative 
dispute resolution. , Sta,te and federal judicial review are also possible. 

l' 	 . 

Fraud And'AbuSe. Th~ bill creates an all-payer fraud' and abuse program, . 
including State-based ftaud control units funded wholly from settlement 
revenues. I: - . 

" 
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I: 
I 

E. 	 Privacy. Consumersj:are assured that their individually identifiable he3.Ith 
information is prote¢ted by a law which prevents inappropriate disclosures 
and pUnishes unlawfUl disclosures severely. Consumers have unifonn legal . 
rights·to inspect, geti'copies, and make corrections· or amendments to their 
health records. Patients have the right to restrict disclosure of specific 
health informa~it>n. Ii 

I' 

F. 	 AntJtr:un. Rep~al o~ " the McCarran Ferguso~ Act with respect to health 
insurance will subjec~ health insurance companies to antitrust actions. The 
bill does not include j:increased antitrust exclusions or safe harbors. . . 

G. 	 MaIJuftctis;e Reform.:: Malpractice reforms include: mandatory State-based 
alternative dispute resolution; a certificate of merit reqUiremenr; a 
limitation on the ambunt of attorney's contingency fees to 33 percent of the 
first $150,000; and ~. percent above that· amount; and periodic payment of 

. awards. 	 Studies and tdenionstrations are proposed on medical negligence; 
the use of practiee giiidelines; and enterprise liability demonstration I, . 
project. . I, . . .. 

. 13.· RELATED ISSUES 

A 	 Veterans Affairs. 

o 	 Enrol)ment. ine Department of Veterans may offer' a VA health 
plan to vetera~s, individuals eligible for CHAMPVA, and their 

. family membe~s. 
I; 

. I: _ ' 	 . < 

o 	 Eli2'ibij~. All' compensable, service;'connected, disabled veterans, 
low-income veterans, veterans who are ex-POWs, and veterans who 

.: 	 " .!j . . - ..I' 

have becn cxppsedto Agent Orange, radiation, or unlcnownto~s . 
in the Persian ;,Gulf, who chose a VA health plan will receive the , 
standard benefits without a cost~sharing requirement. . 

. I 

!: 

o 	 Fiscal Mattersf: VA will continue to receive appropriations. to its 
medical care a:~counr. VA will retain the premiums, copayments 

. 'and deductible:~ it receives from higher income, nonservice­
cormected veterans and. dependents, the pIemiums VA collects from 
the sale of sup'plemental health plan, and payments it receives from 
other pl~ foi~ the furnishing of care to other plans' patients. It 
also will retaut i Medicare reimbursement for care furnished to 
higher-income,:: Medicare eligible veterans who· have no. service­
connected disapilities, and dependents. (VA health plans will be 
considered to be Medicare HMOs). 

i' 

I; 
j: 
" 

I: 
i; 
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I! 
i! 
:; 
j. 

B. 

. A. . 

B. 

c.. 

o 	 Administratioq Flexibili~. VA health plans will have expanded 

authorities to ~nter into contracts and sharing agreements for the 


. furnishing of s~rvices to enrollees. VA facilities not operating as 
·partof a VA qealth plan will continue to furnish health care 
services Underi;current law. . . . 

r 
I'· 

NOTE: Becaus~ of tfchnical Budget Act requirements, certain VA 
program changes rna;;: have to be made on the floor. . .. 

I 
Worker's Comp~nsation. The plan creates a CommiSSion on. WOlker's 
Compensation Medicill Services consisting of .15 members charged to 
consider a number of,;issues related to the relationship between health 
plans and workers compensation medical services. The Commission will 
rcpon to the Preside~t, as well as the House Education and Labor and 
Senate Labor and Hqman Resources Committees by October 1, 2000. The 
plan also authorizes 3: number of State demonstrations with respect to work 
related illnesses, and injuries. . 

I. 

. !;. 	 . 
Meditare. Medicare savings total about $54 billion over five years, and 
$278 billion over 10 years. About $140 billion of that total would fmance 
anew Medicare:pres¢ription drug benefit and a long tenn ca.recntitlemcnt 
for the elderly and th~ disabled. . 

Medicaid. The plan *liminates the acute portion of Medicaid and instead 
provides subsidies for;Jow income. individuals to purchase health insurance 
from private plans (this new subsidy absorbs 5387.bUlion in ten year . 
Medicaid savings) .. Itii addition, the plan saves another $129 billion in 
Medicaid DSH payments by reducing the·number of uninsured. Finally;·· . 
states will be contno~ting about $232 billion in subsidy payments over the 
ten year period which:' represents t:heir existing Medicaid costs, grown each 
year at national heaJ~ expenditures. Since states' existing Medicaid costs 
arc growing at a muclt higher 12 percent, this MOE represents substantial 
savings for the states. !, 

Revenues•. 

o 	 Increase in excise taxes an tobacco prodycts. TIle plan will increase .' 
the excise. tax~ate on small cigarettes by 45 cents per pack (for a 
total of 69 cen~ per pack). phased in over five years on the 
fol1owing sched~e: 15 cents in 1995 and .1 996, 25 cents in 1997. 35 
cents. in 1998. ~d 45 cents in 1999 and thereafter. The eXcise tax 
on other currerhJy taxab1e tobacco products would be increased 
proportionately. . 

;i 
I·
I 
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o 	 Premium assessment. The proposal will impose a 1.75 percent 
assessment o~: health care premiums. The net revenues derived 

, from the impqsition of this premium assessment would be used to 
fund the~Graduate Medical Education and Academic Health 

, Centers Trust :Fund and' the; Biomedical and Behavioral Research 
Fund. The as$essment would be effective after December 31, 1995. 

, 
F ' 

o 	 Hieh cost premium assessment. As discussed earlier, a 25 percent 
asses~ment wdWd be placed on healthplaru to the extent lbey 
exceed the target rate of growth.

;! 

" 

o 	 CafeteriaplanS. The proposal will eliminate thc exclusion for 
employer-proVided accident or health benefits provided through' a 
cafeteria plan lor flexible spending arrangemen~ effective on and 
after January +, 1997, \\lith a delayed effective date for collectively 
bargained plaris.

• !' 

I' , 

o 	 Finance Comrhittee proVisiOns. The following provisions are taken 
from the Finance Committee bill. 

o 	 Additiqnal Medicare Part B premiums for high·income 
individuals. . 

, i: 
l' 

o 	 Increase excise tax on certain handgun anununition. 
I' 
I, 

o 	 Modific,ation to self-employment tax treatment of certain S 
corporation sharehoJders and partners. 

;1 	 .. 

o 	 Extending Medicare coverage of, and application of hospital 
irisUIan~ tax to, an state and local, government employees. 

~ 	 , ' 

o 	 Modify::exc!usion for empIoyer·provided health care. 
:; 
)' 

o , Repealj,of volume cap for 501(c)(3) bonds. 
II 

I 


o 	 Self-employed deduction. ,. 

I' 


The 25~'percent deduction for health insurance expenses of 
self-employed individuals will be reinstated and extended for 
taxablel,years beginning after December 31, 1993, and ,before ' 
JanuarY: 1,1996. Beginning January 1, 1996, self-employed ' 
individuals who are not eligible for employer-subsidized 
health 	~verage 'Nil! be entitled to deduct up to 50 percent of 
the cost of the standard benefits paclcige .. In the case of a 
seif-employed individual with· at least one full-time employee 
who haS been employed for at least 6 months, the 50·percent 
deduction, will be reduced based on the contributions the'self­
employed individual makes with respect to coverage of the 
individ~al's employees. . 	 , 

i'i,

'.
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o 	 Limit~tion on prepayment' of medical insurance premiums. 
. I" 	 . 

o 	 .Tax tr~atm~nt of voluntary empI~yer healt'h ~re . 
contributions. 

I, 
I' 
I 

.0 	 Tax treatmem of organizations providing health care services 
and rd!ated organizations. ' 

I' 
;, 

o 	 Tax tr~atment of long-term care insurance and services. 
ii 

10 addition,' reserves for long-tenn care insurance contracts 
that cOnstitute noncancellable accident and health insurance 
generally will be determined in accordance with the reserve 
metho~ prescribed by the National Association of Insurance 
Commissioners (NAIC).. 	 . 

"" . 

o 	 Tax trJatment of aCcelerated death benefits QIlder life 
• . 	 I,
Ulsurance contracts. 

1: 
I 

o 	 Defini~~on of Employ~e. 
" 
Ii 

o 	 Increase in penalties for failure to file correct information 
returns:: with respect to non-employees. 

~ ! 	 ' 

o 	 Nonte~dable credit for certain primaI)' health services 
provid~IS.· .. " '. . 

, 

o 	 . E.Xpens~g of medical equipment used in health professional 
shortag'¢ areas. 

I' 
1 	 .' ' . 

o· 	 Tax tre~tmentof funding of retiree, health benefits. 
,I. 

o 	 Tax cre:~it for the cost ~f personal assistance services 
rcquirc~ by individuals. . 

I, 

o 	 Disclosv,re of taxpayer return information for administration 
of' healtJl subsidy programs .. 

I 
I 

15. 	 CONTROLLING FEDERAL COSTS .- FAIL SAFE 
I 

The bill's fail safe guards ag~inst future UJlaJlticipatcd deficit inaeascs due to this 
legislation. After en~ctrnen~ OMJ:3 will publish an initial health care baseline . 
including its most up-to-date' estimate of the net outlays and revenues from [he 
health ,reform bill, as well as'i all Medicare and Medicaid spending. Starting with 
fiscal year 1997. the Preside~t's budget will include an updated version of t~e 
initial health baseline. If the, updated baseline (excluding non;;health-refonn­
related differentes) exceeds the initial baseline, reform spending (with the 
exception of the subsidies fok pregnant women and childIen) would be cut back to 
eliminate the overage. 'Changes made by the sequester order would not be 
permanent, and the sequester would be suspended during (:t rec.ession. 

. ,I· 
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REVERSING THE TREND 
Mitchell Plan Reverses Declining Covenage Trend . 
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How Mitchell Planl: Helps the American People 

, p 

I! 
Ii 

, 	 j, 

• 	 'Provides security to ~mericans who have insurance now 
, 	 ~ 

I',I 

• 
r 

I'
Expands choice of dqctors and choice of health plan 

, 	 "~ 

/: 
I. 
I> 

,if 	 ­

• 	 . Makes insurance mo1e affordable for those without 

coverage I' , 

-I, 

. 	 . .. . ­"• 	Creates cooperatives;to reduce health insuranc~costs for 
, 	 , ~ , ' , 

small businesses and individuals 
~ 	 , 

F 
II 
Ii 

I,· 
, i; 	 , 

, 	 ~" 

Provides prescription:: drug' benefit for elderly and long , 
. 	 ,I .. ". . 

term care for elder,ly q:nd disabled 

I: 
Ii 
I 

, 	 ,'~• 	Reduces upward SPirt' of premium costs 

: ' 	 'II, ' 

Ii 
j 

I: 
I: 



II 
I: 	 , '. . . ·11 . . 

How Mitchell Health Care Plan Works' 
I: , 

Provides health care for aU f\mericans 

• firms must offer chlbice of at least 3 health plans . . l 	 . 

insurers cannot ou~ benefits or drop coverage 
subsidies for busirtesses and low-income families 

I' • 

, I:' . 

expanded coverag~ for children and pregnant women' 
I 

Controls health care costs ! 

r 	 . 
cooperatives keep down administrative' costs for small 
firms and individu~ls . , 

j: 

assessment onfaster..rising premiums 
, 	 ' ~ , . . . 

GreaterEmphas~s on primaty and Preventive Care 

. 	 benefits package i~Cludes p~eventive and primary care·· 
.no copayments.fofJ, preventive and prenatal care ,, 	 ,' 

vision 	and dental ~ervicesforchildren under :age 22 " 

Greater Consum'er Choice j 

-r
,Ii 

." 	 choice of at least t~ree health plans 

choice of doctor ,11 


. ,I 

buy-in to Federal E'mployee Health Benefits Plan 
.' 	 . I: .', . . . ' 

. Maintains High Quality carel' 

g 

comprehensive be~efits package 
federal quality star(dards for health plans 
funds for medical r~search and education t 	 ' 

f~ 
I~ 
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, The Road to!,Universal Coverage 
. " 'I ., ' .' , , 

I: . 

I 

• Voluntary system, I 
I, 

.'~ . 

.,. Insurance market reform 
, " It , . ".'. 

L 

, .• ., Subsidies fO~ uninsured 
. , '. ' ~ . 

I 

i 
i 

• Voluntary pu~:chasing cooperatives 
, I' 
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The Road to;Universal Coverage 
i 
I ' 

i 

Ii 
, , ' I 
If voluntary system achi~ves95% coverage by the year 

2000, then: : 


, j 

I 

Commission recomm~nds to Congress ways to provide 
coverage to those still uninsured. 

'. I: 
, , 

I; 

Congress votes on recommendation on fast track 
(amendable but not S~bject to filibuster). . 
, .. Iii' , ' 
No further action requi;ired. , 

I, . 
I: 

. ; 

I. 



The Road to Universal Coverage 
, .. • i' 

·1 

. If voluntary system does n~t achieve· 95% coverage by the year 
2000, then: ; 

. I 
r . 

By May. 15, 2000, Commii!;sion recommends to Congress ways 
. . 'r· . 

to provide coverage tot~ose still uninsured. . . 

Congress votes on reco~mendation on fast track 
. /' . 

. (amendable but not ~ubjectto filibuster). 
' 

. . . 

If Commission's recommeddations are enacted into 'Iaw by 
. ' ~I • > 

. December 31, 2000, no furtf;:1er action required. 
. . I' 

I: " 

. I: 

If 90mmission's recommen;dation,s are not.enacte~ into law by 
December 31, 2000, then o~ January 1, 2002, requirement takes 
~fud: .; . 

Empr~yers with 25 or. m~re e,mployeeS must provid~ coverage 
to·thelr employees ... 50~ pard by employer, 500/0 paid by . 
employee. . I: 

. I; 
, . /.!' , . , 

Employers with fewer th~n 25 employees exempt. . , 

, 

Individuals not otherwise. cover~d are required to purchase 
insurance. 

i 
. , 

, 
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. INTRODUCTION' 


The Congressional Budget" offi4e (CBO) and the Joint Committee ~n Taxati~n 
· (JCT) have prepared this preli~nary analysis of Senate Majority Leader George 
Mitchellts health proposal~ as introduced. on August 9, 1994. The analysis is 

. • '11 . . . . 

based on the text of S. 23~7 as printed on August 3 ,and on subsequent revisions· 
specified by the Majority Leader's s~f. Because the estimate does not reflect 
detailed specifications for all pr&visions or final legislative language~ it must be 
regarded as preliminary.. .Ii. . . 

The first part of the ~alysi:s is a review of the finanCial impact ~of the pro­
posal. The financial analysis iri~ludes estimates of the proposal's effects Oil the 

. I , 

federal budget;· the budgets of I! state and local governments, health 'insurance 
coverage, and national h~lth ,e*penditures; It also includes adescription of the 
aspects of the proposal. th~t dif~er. fr9m S. 2357, as well as other major as sump'" 

tion.that affect the estimate, Ii ',,' " ' , : ", ' , ' ",', 
. The second part of $e analysis comprises a' brief assessment of consider­
· ations arising from the propos*l's design that could affect its implementation. 
The issues examined in tlfis di~¢ussion are ~similar to tho.se~9nsidered in Chap­
ters 4 and 5 of CBO's analyseS of the Administration's health proposal and the 

. • • ' I' '.' . ' 
. Mana~ed Competmon Act, Ii '. '. . . . '.' . 

Ii 
· .~ _'. . . . L. ' '. 

FINANCIAL IMPACT OF THE PROPOSAL 
. I: . " ". ... 

Se~ator Mitchell's propos~l 8i~s to increase health i~s~rance . coverage by re­
fonningthe market for health i~SUI'ance and by subsidizing its purcha:se~ If these 

1 - I;· ,., _'" . " , , 

changes failed to. increas~ heal~ insurance c,Overage to 95p'etcent of the· popula- .. 
tion by January 1-, 2000" coveFagewould become' mandatory ii12002 in states • 
that fell short of the goal. Individuals in those states', would' be. required to, pur­
chase ihsurapce, and employet~ with 25 or more .workers·,would be required' to 
pay half of the 'cost of insuran~~ for them and their families. 

. , . . ' j; " . .' " . .' 

. Iri CBO's estimation" the !proposal'would' just meet its target of 95 percent 
coverage without imposing a r#andate.'Because the actual outcome could easily 
fall short of the estimate,:how~yer, this analysis shows the effects of the proposal 
both without the mandate and: with the mandate in effect nationwide. In both 
ca~es. the proposalwoul~ Slig~tly reduce the federal budget deficit, and it would 

. u.ltlmately reduce the pressure I~m s~te and' local budg~ts as well. But the expan­
S10~ ·of coverage would ad,d tl! na40nal,he,alth expendItures. 

" The estimated effects of ~e proposal are displayed in the six tables at the .' 
end ,of this document Tablesh and' 2 show the effects on federal outlays, reve­
nues, ~d the deficit. Tablesj;3 and 4 show the effects on the budgets of state 

Ii ' 

II . 
I " 

t 
I 

.J ' 
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Ii 
" 
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and local governments. Tables s:: and 6 provide projectiQns of health insurance 
coverage and national health expenditUres, respectively. 

. . I. 	 '. , I: 
. Like the estimates of other pfoposals for comprehensive refocm--such as the 

single-payer plan, the Administra&on's proposal, the Managed Competition Act, 
and the bills reported by the C6rnmittees on Finance and Ways and Means-­
CBO's estimates of the effectsj! of this proposal are. unavoidably uncertain. 
Nonetheless, the estimates provide useful comparative infonnation on the relative 
costs and savings of the differe~t proposals. In estimating Senator. Mitchell's 
proposal, CBO and JCT have m~de the following major assumptions about its 
Provisions.1:1 . 	 I; 

I 

/; 
Health Insurance Benefits and Premiums' 

Senator Mitchell's propasai would establish a standard package of health insur­
ance benefits, whose actuarial ;:value would be based on that of the Blue 
Cro~slBlue Shield Standard Option under the Federal Employees Health Benefit~ 
program. The Congressional Research Service and CBO estimate that such a 
benefit package would initially ~~ 3 percent less costly than. the average benefit 
of privately insured people todaYI. and 8 percent less costly than the benefit pack­
age in the Administration's proposal. . 

. 	 lJ 

. 	 ~ 
The proposal adopts the four basic types of health insurance units included 

in the Administration's pr6posal~,.single adult, married couple, one-parent family, 
I . 	 . . 

and two-parent family. In. ad~~tion, separate policies would be available for 
children eligible for subsid,ies, as explained below. . , " 

. L 
I 

. In general, workers ~n firm:~ with fewer than 500 full-Hme-equivalent em­
ployees (and their dependents) ~d people in families with ,no connection to the 
labor force would purchase health insurance in a community-rated market. 
Finns employing 500 or more, ~orkers would be experience-rated: States would 
operate a risk-adjustment mechahism covering·both community-rated and experi­
ence-rated plans. thereby narrowing the differences between the average premi­
ums in the two insurance 'pools,~ . The estimated average premiums in 1994 for 

. ; II 
. 	 I. 

, 	I. 
i ~ 
i.
i; 
j; 
II 
i
:1­. II:

',: 

1. For descriptions of: CBO's estiJating ~ethod~logy. see . Congressional' Budget Office, An 
Analysis of IheAdmil1islralion's i:Heallh Proposal (February. 1994), and All Analysis of the 

. Managed Competition ACl(ApriI IJ994). 
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the standard benefit package for;! the four types of policies in' both pools are as 
follows: ' , , ' 

Single Adult $2,220 
Manied Couple ' $4,440 
One-Parent Family $4,329 
Two-Parent Family $5,883 

. " ' Ii 
i' 

' " " ," " 
Supplementary insurance wouldiibe available to cover cost-sharing amounts and 
services not included in the stin~d benefit pac~age. ,,' '-, , 

" ~ , ' 

Ii 
Subsidies . '" , 

, '., ' 

'I 
F 

, I 
•. j 

'r ' ", " .( , ' " " 
Starting in 1997,' the proposal rQuld' provide ~1Jbsidies for low-income, people' 

,and certain :finns to facilitate ~e purchase of health insuran.ce. The system, of 

subsidies would change somew~at ifamandate to purchase insurance \\,~nt, into 


, effect. States' would detennine, eligibility, for subsidies and' distribute subsidy ,

,L ' , 

, payments to health plans. 'Ii' ' ',',' , ., , 

I " 

, Without a Mandate'in Effect. f,'Ineproposa.l,would make lqw~income families, 
, eligible for premium subsidies. Ii Recipients of: Aid to Families with Deperident 

Children (AFDC) and fari:liliesliwith i~come be1()~loo'percent of the poverty 
level would be eligible for ful~f' subsidi~s,and,:those.with income 'between 100 
percent and 200,percertt of pO~Frty would be eligible for partial siJbsidiC?s. ~or 
children and pregnant women, full subsidies ,would exten4 to 185 percent of the 
poverty level and partial subsidjes to 300 percent of poverty. Inaddition~ work­

, ers who beCome tempor3Jjly uri~mployed,would be eligible for special subsidies 
for up to six months. Familiesllcould beeomeeligible .for more than one type of 
subsidy at'the same time,' Fa~ilies could' llsethe special subsidies fo!children 
and pregnant women to help purchase' coverage for the 'entire family, or they 
could purchase coverage only fpr the eligible individuals..' ' 

. . States would be ft<}uired lio establi~h .~dadminislera ~r~gram of~nroll- . 
, ment outreach that would allo~ peopleehglble for full SubSIdies of theIr pre.:. 

Inium to sign up for health in~brance with health care providers whenever they .. 
sought health care services. People eligible for. health insurance under this pro­

'vision woulci becounted as i!~sured in determining wh~ther the target of 95 
pe,rcent coverage is met. I.:

Ii 
: 'II. . '" . 

. In detenninlng eligibility/for ,premium subsidies,' a family's income would 
. be compared with the federa:I Hoverty lev~1.for. thatfalllily'ssize. The maximum 

, "/- - ,'j" •• • 

, amount of the subsidy would be based on family income relative to the poverty 
, ~ " , 

level and on the weightea average premium for community:.rated health plans in .. 
", , ',' JI . " ',' 

i: 
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the area. The estimate assl.1me~: that a family's subsidy could not exceed the 
amount it paid for coverage in a ~ualified health plan. Therefore, if an employer 
paid a portion of the premium,( the su~sidy could at most equal the family's 
portion of the premium. I; 

People with income~p to!i 150 'percent' of the poverty l~~el, as well as .' 
AFDCrecipients, would be, eligible for reduced cost sharing if they were unable 
to' enroll ina plan providing a l~w or combination cost-sharing schedule. AFDC 
recipients in low or combination cost-sharing plans would also be eligible fpr 
cost-sharing assistance. The. artlount of assistance would vary slightly for the ' 
two groups. In both cases, health insurance plans would be required to absorb 
the cost of the reduced cost sharing. ' 

I, 

Employers'who voluntarily !expanded health insurance~overage to classes of 
workers whom they previously qid not cover could also receive temporary subsi­
dies. Employers would becom~ eligible for a subsidy if they began paying at 
least 50 percent of the cost of coverage for an additional class of worker. lnthe 
first year, the amount ofthe sub~idy for each worker would equal the difference 
between half of the average in~~rance premium in the area (or in the worker's 
plan, if lower) and'8 percent ~f the worker's wage. Over the following four 
years, the subsidy would be gradually phased out. , 

d 

With Mandate in Effect. If a ~andate t~ purchase insurance went into effect' in 
a state, the system of subsidie~: would change. .Subsidies for families with in­
come up to 200 percent of theipoverty level would remain, as would subsidies" 
for people who were temporalilY unemployed. The special subsidies for children 
at.\d pregnant women would beieliminated. however, as would the subsidies for 
employers who voluntarily exp~ded coverage. . . ..' , , 

. ":i 

Ii 
Medicaid and Medicare' , 

1: 
j! . 

Medicaid beneficiaries not rec~iving Supplemental. Security Income or Medicare 
would be integrated into the gef,ieral program of health care reform and would be 
eligible for federal subsidies i~ the same way as other low-income people .. For 
these people, Medicaid would:' continue to cover services not included in the 
standard benefit package. For ;children, Medicaid would also continue to cover 
services whose scope or durati~:m exceeded that in the standard package. States 
would be required to mak'e maiptenance-of-effort payments to the federal govern­

. ment based on the amount by ~hich their Medicaid spending was reduced in the 
first year. The proposal' would phase out federal Medicaid payments to dispro­
portionate share hospitals and feplace them with a program to make payments to 
financially vulnerablehospital~:. .' 

ii 
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The proposal would expand ¥edicare by adding a prescription drug benefit 
for outpatients starting in 1999. hlle Secretary of Health and Human Services 
would set the deductible so that the net incurred cost of the benefit would total 

1 

$13.4 billion in the first year. Ini'CBO's estimation, the initial deductible would 
I, 

be about $700. The deductible iwould be indexed in later years so as to hold 
constant the proportion of Medic~ beneficiaries receiving some drug benefit. 

Reductions in Medicar~ spe~ding would ,provide a major part of the funding 
for the proposal. The growth in reimbursement rates for hospitals cover~d by 
Medicare's prospective payment :~ystem would be reduced by 1 percentage point 
in 1997 and by 2 percentage points each year from 1998 through 2004. Pay­
ments to disproportionate share ~ospita1s would be cut in half. Reimbursements 
to physicians and other provid~rs of health care services would also be re­
strained. Beneficiaries would ble required to pay higher premiums for Supple-

I, ' ' , , 

mentary Medical Insurance {SMD and part of the cost of laboratory services and 
home health care. ' i, 

i;
I' 

II 
I 

Other Spending , :; 
/' 

The proposal would res~cture: the system of subsidies for medical education 
and academic' health centers. Current payments from Medicare for direct and 

I , 

indirect medical education wouf,d be terminated. New programs would provide 
assistance for academic health;: centers, graduate medical education, graduate 

. . t· .' 

training for nurses, medical sch~ols. schools of public health, and dental schools. 
, I' ' 

The proposal would crea~ several additionai mandatory, spending pro­
grams. A capped entitlement Ii program would help states, finance home- and 
conunuriity-based 'care fc;>r the! severely" disabled; 'spending for this program, 
'WOUld be limited to $48 billio# over the 1998-2004 period. A biomedical and 
behavioral research trust fund would be financed by apor;tion of the assessinent 
on private health insurance preiniums starting in 1997. The proposal would also 
provide direct spending authority for a variety of public health initiatives totaling 
almost $10 billion in the 1996L1999 period and almost $15 billion in the 1996­
2004 period. I: 

. l! 


, . ~ J .' '.' . '.' . ! 


The assurance of access tq!health insurance and the provision ofsubsidies to 
low-income families would encourage some older workers to retire earlier and 
would raise outlays for Social'!Security retirement benefits. Over the long term, 
Social Security would incur n9 additional costs, because benefits are actuarially 
reduced for early retirement. Ii 

/' 

Ii 
, 
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Revenues i! ' 
, ~ 

The Joint Committee on Taxationiihas estimated the impact of the provisions of 
, ' ~ , 

the proposal that would affect federal revenues. The bulk of the additional reve­
nues would stem from an increasb in the tax on tobacco, a 1.75 percent excise 
tax on private health insurance pr~miums, and a' tax on health plans whose pre~ 
miums grew by more than, a spegified rate. The proposal would also increase 
SMI premiums for single in4ividu~s with income over $80,000 and couples with 
income over $100,000. I: 

I 

f:" 
!

Fail-Safe ,Mechanism ;;' " 
, , II', ' 

The proposal would scale back ~ligibility for premium subsidies, increase the 
deductible for the Medicare drug benefit, ,and reduce every other new direct 
spending program as necessary t6 offset an increase of more than $10 billion in 
the cost, of the bill and the Medici'are and Medicaid programs compared with the 
initial estimate. Because the red~ctions 'would, be applied proportionately, to the' 
extent possible, to all the direct ~pending programs in the proposal, the bulk of' 
any savings ~ould have to com¢ from limiting eligibility for subsidies. As a 
result, application of the fail-safe mechanism could make previously eligible 

, L . ' 

people ineligible for subsidies ~d would, in the absence of a m~ndate, reduce 
the extent of health insurance coyerage. , " ' 

, I' 
I; 

Budgetary Treatment of the Mandate 
" , ,I: 

A mandate requiring that, indiv;~duals purchase health'insurance would be an 
unprecedented form of federal action. The government has' never required indi­
viduals to purchase any good or iservice as a condition of lawful residence in the 
United States. 'Therefore; neitlierexisting budgetary precedents nor concepts 

, I, , 

provide conclusive guidance a~ut the appropriate budgetary treatment of a 
mandate. Good arguments can/ibe' made both for and, against including' in the 
federal budget the costs to indivtduals arid firms of complying with the mandate. 
It is only appropriate, therefore; for policy makers to resolve the' issue through 

l
legislation. ; , ,,' I:'" ',', " ' ' 

" Ii ' " 
Some budget analysts arg~e that the costs of the mandate should be in­

cluded in the federal budget be~ause these transactions would be' predominantly 
public in nature. A second argtiment for inclusion, closely related to' the first, is 
that the premiums that people Svould have to pay to comply with the mandate 
would be compulsory payments/'and should therefore betecorded as governmen­
tal receipts. A third argument is that including these costs in the budget would 

i, 
/' 

I 
/; 
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preserve the federal budge' as a[ comprehe~sive meas~reof thnmount 'of re' 
sources allocated through collecti:ye political choice at the national level. 

~ , 

I, 
I 

There are also cogentarguI"flents against including the costs of complying 
with the mandate in the budget. ifirst, the costs would not flow through federal 
agencies or other entities establislled by federal law . Unlike the Administration's 
proposal, this proposal would npt require participation" in, federally mandated 
health alliances. Second, this approach would be consistent with the current 
practice of excluding from the bu~get the costs to private firms Clf federal regula­
tory mandates. Third, the costsljof compliance could not, be directly observed 
and would not flow through the federal Treasury. 

[ 
! ' 

r 
OTHER CONSIDERATIONS 'Ii" 

, [I ' ' , , 

Like other fundamental reform pr-bposals. Senator Mitchell's would 'require many 
changes in the current system of,' health insurance. For the proposed system to 
function effectively, new data wpuld have to be collected, new procedures and 
administrative mechanisms developed, and new institutions and administrative 
capabilities created. In prepari9g the quantitative estimates presented in, this 
assessment, the Congressional Budget Office has assumed not only that all those 
things' could be done but also thit they could be accomplished in the time frame 
laid out in the proposal. /: 

, I, 

There is a significant chande that the substantial changes required by this 
proposal·..and by other systemi~ reform proposals.:.-could not be achieved as 
assumed. ,The following discussion summarizes the major areas of potential ' 
difficulty as wen as some other possible consequences of the proposal. " 

I: . " 

Risk Adjustment ' r 

Most health care proposals that ~ould create community-rated markets for health 
insurance, also incorporate provisions to adjust health plans' premiums' for the, 

, actuarial risk of their' enrollees. I: These provisions are intended to redistrjbute 
premium payments among: healt~ plans.comp~nsating them for differences in 
risk. Although effective risk-adj,tistment mechanisms would be essential for the 
functioning of community-rated .parkets. the feasibility of developing and imple­
menting such mechanisms successfully in the near future' is highly uncertain. 

" . I 

,I ' 


, " I. " " ' ,

The risk-adjustment mechanism in this proposal is more complex than those 
in other proposalsanalyzec;i by ¢BO. Most other proposals' would, restrict risk 
adjustment to thecommunity-rat¢d market; in Senator Mitchell's proposal, risk 
adjustment would operate in botHl the community-rated and the expericmced-rated 

I: ' ' 
I 
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. markets in each community·rating area. The risk-adjustment mechanism would 
attempt to recompense plans for li'the higher' costs associated with certain groups 

.of enrollees. It would also adNst payments to health plans to reflect the cost­
~haring subsidies for low-incom'~ participants that health plans would have to 
absorb. Such transfers would edsure that plans· enrolling large numbers of low­
income people were not placedl;at a cost disadvantage. As discussed below, 
implementing the risk-adjustmeJt process would be a major undertaking for the 

. 	 I 

states. 	 Ii 
I' 
i 

States' Responsibilities j! 
j: '. 

Most proposals to restructure th~ health care system incorporate major additional 
administrative and regulatory furlctions that new or existing agencies or organiza­
tions would have' to undertake. I: Like several other proposals, this one would 
place significant responsibility on the states for developing an.d implementing the 
new system. It is doubtful that all states would be .ready to assume their new . 
responsibilities in the time fram~ envisioned in the proposal. 

" I. 

Under the voluntary syste~. the states' primary' responsibilities would fall 
into four major areas; I· . . . 

.' I .'. 
o 	 determining eligibility for the new subsidies and the continuing Medic- . 

aid program; f: . 

o 	 administering the suJ~idY and Medicaid programs;' 
~ 	 . 

o establishing the infrJ~tructure' for the effective functioning .of health I, 	 .. 
care markets; and Ii 

o 	 regulating and monit~ring the health insurance industry. 
r 	 . 

. I· 

States would also have to ,pr~pare for the . possibi1i~y that mandates requiring 
firms with 25 or more employees to provide insurance and all individuals to 

·oblliin coverage might be invoked in 2002. If that occurred, those states with 
I,

coverage rates below 95 percent would need to have the .necessary infrastructure 

already in place. In addition, /ithey would have to be prepared to expand their 

regulatory and monitoring fundtions considerably. . 

'. 	 I. 

. 	 I! .' , . 
I 	 . 

Determining Eligibility for Subsidies and Medicaid. As with other proposals, 
determining eligibility, for sub~idies would be an enormous task for. the states, 
made more complicated by thle three different subsidy programs for premiums 
that would be in effect: regullh- subsidies for low-income individuals and fami~ 

I 

lies; special subsidies for child~en and pregnant women; and special subsidies for 
. . ~ . 	 . 

I: 8' 	, 

Ii 
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people who were temporarily u~empIOyed. The eligibility criteria would be 
- I ' 

different for each of these progJ;'ams and would also differ from those of the 
Medicaid program. (The role of ;ihe Medicaid program in paying for acute care 
services would be significantly teduced. The program would. however. cover 
wraparound benefits for those spbsidized families who would be eligible for 
Medicaid under current law; It Vtjould also pay for emergency services for illegal 
aliens and would ,continue to coyer beneficiaries of the Supplemental Security' 
Income program and Medicare b~neficiaries who qualified for Medicaid.) Some, 
families would be C?ligible to p~cipate in more than one subsidy program con­
currently, and this proposal wou~d allow them to do so in certain circumstances.' 
They might also be entitled to receive Medicaid wraparound benefits. 

,1 

States would bear the respohsibility for the required end-of-year reconcilia­
tion process in which the incom~ ofa subsidized-family was checked to ensure 
that the family received the app~ppriate premium subsidy., Reconciliation would 

, be a major undertaking since, e1ven if federal income tax information could be 
used, many 'of the families receiving subsidies would not be tax filers. Tracking 
people who moved from one itate to another during the year would also be 
difficult and would require exte~sive cooperation a~ong the states. 

I· . 

Administering the Subsidy and kedicaid Programs. The states would have other 
major administrative responsibilities for the subsidy and Medicaid programs. In 
partiCUlar, they would maKe pa~~ents for premium subsidies to health plans and 
would be required to develop and implement a complex outreach initiative to 
expand enrollrnerit. ' !:' , ' ' 

!' 
I; , ' , ' 

The outreach program would' be, designed to ensure that people eligible for 
full subsidies would be able to !,enrolJin health plans on a year-round basis and 
would not be denied' coverage ilor preexisting conditions .. They would also be 
able to have their eligibility fqr subsidies established presumptively by certain 
health care providers at the pdint of service, enabling them to enroll in health 
plans and receive fullpremiun-t: subsidies for a period of 60 days during which 
they could apply for continuini: assistance. States would not be held responsible 
for premium assistance provid~d to low-income families on a presumptive basis, 
if those families subsequently proved to be ineligible for full subsidies. Instead, 
the federal government would 'bear those costs. ' p , 

Ii, . 
The program would guarantee that poor families, as well as children and 

pregnant women with income~p to 185 percent of the poverty level, had finan­
cial access to the health care system when they needed care. It would, however, 
be difficult to administer, and: its success in enrolling .low-income families in 
health plans on a 'permanent bisis would depend on extensive outreach efforts by 

. ,I, 

the states to ensure that people deClared presumptively eligible completed the 

full process for determining eli;gibility. The program'would be considerably more 


I, 
! 
i; 
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complex than the current presun;tptive eligibility programs for pregnant women 
that are operated by Medicaid p~pgra:ms in about 30 states. Those programs are 
dealing with a clearly defined ,target population of individuals and only one 

~ . 

healthplan--the Medicaid prografp. By ,?ontrast, the system envisioned under the 
proposal would be dealing with ~e enrollment.of individuals plus their families 
in their choice of health plan. I' 

, .', I'·' " 

Establishing the Infrastructure for the Effective Functioning of Health Care 
Markets. States would designate the geographic boundaries for the community­
rating areas as well as the servic~ areas for carrying out the provisions regarding. 
essential community providers. I'They would also have ongoing responsibilities 
for ensuring that health care m~kets functioned effectively. Those responsibili­
ties would incllJde developing ~d implementing the complex risk-adjustment' 
and reinsurance system and pro~iding information and assistance to consumers. 

, 'I 

. Each state would be reqUi~ed to establish a risk-adjustment organization. 
That agency w9u1d determine the adjustments to be'made to prem~ums for all 
community-rated and experieric~-rated plans in each community-rating area in 
the state. The agency would collect assessments from health plans and redistrib­
ute the payments to comrnunity-tated and experience-rated plans whose expected 
expenditures exceeded the avedge for enrollees in standard health plans. !. < 

I 
, State risk-adjustment orgarlizations would also have to address the special 
issues raised by multistateplan~! When such plans owed risk-adjustment assess­
ments, they would make paym~nts on behalf of all their enrollees in different 
states to a single state risk~adjuJtment organization. ,The designated organization 
would determine theapplicabl~ assessments for the plan's enrollees in each 
community-rating area across ~e country and would make, payments to other 
state risk-adjustment organizati~ns as required. ' . . , . 

, I: 
Another responsibility of tlte states would be to provide consumers with the 

I, . 

necessary information to mak~, informed choices among health plans. States 
would be required to produce ~nnual standardized reports comparing the perfor­
mance of all health plans in the state. using data from surveys designed and 
carried out by the federal,govetnment. To do so effectively would require states 

,to establish systems for analyzing data and qualitative information. In each 
state, a private nonprofitorgarlization under contract to the federal" government 
would distribute the reports, ~?ucate and provide outreach to consumers, and 
help them to enroll in health pl~ns. States would also be required to establish an 
office in each comrnunity-ratirlg area to provide a forum for resolving disputes 
over claims. or benefits. " ' 

i 

Regulating and Monitoring tJ~ Health Insurance Industry. Like most other 
health care proposals, this on~: would place major new responsibilities on state 

. , /;. 
, " ~ 
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health insUrance departments. Tijey would have to certify standard health plans 

and health insurance purchasing/!cooperatives (HIPCs), establish "separateguar­

anty funds for cOlnmunity-rated~nd self-insured health plans, monitor variation 

in the ma,rketing fees of HIPCs ~d other systems for purchasing insurance. and 

ensure that carriers met minimum capital requirements. Moreover, the standards 

that health plans would have to meet would be largely federally detennined and 

would include areas, such as da? collection and reporting. that are. outside the 

traditional purviewofinsurancej regulators. It is doubtful that all states could 

.develop the capabilities to ·perform these functions effectively in the near future.· . 
. II' 

Preparing' for and Implementing!; Individual and Employer ·Mandates. If insur­
ance coverage nationwide was ~low 95 percent in 2000, those states in which 
the coverage rate was below 95 percent would have to be prepared to implement 
individual and employer mandates in 2002--the year that those mandates would 
go into effect. The affected stat~s would have to establish mechanisms--possibly 
through designated HIPCs~·to cpllec:;t and redistribute premium. payments from 
employers with workers enrolled in other employers' health plans. They would 
have to set up systems to ensur~ that employers and families complied with the 
mandates. and they would have I~o prepare lOW-income families for the possibil­
ity that their subsidies could ch~ge significantly. '. 

/' . 

i 
The System of Multiple Subsidi~s 

. i 
" I' . 

In order to maximize vol~.m~: enrollm-ent in health plans. Senator Mitchell's 
proposal would establish mUltiple schedules of subsidies for premiums. targeting 
special populations as well as lclw-income families in general~ The basic system 
of subsidies would cover indivi~uals and families with income up to 200 percent 
of the poverty level. Added to this would be subsidies for children and pregnant 
Women wlth family income up ~to 300 percent of the poverty level. In addition, 
a special initiative would provide subsidies for workers and their families when' 
the workers were temporarily Jnemployed; the subsidies would be available for 
a period of unemploymentno~ to' exceed' six rnonths. Integrating these three 
subsidies in a sensible and adqunistrable fashion, would be extremely difficult, . 
especially as some families coul,d receive subsidies from more than one program. 

. . I ' , 
I' 

The subsidies for people ~ho were temporarily unemployed would be par­
ticularly hard to administer and monitor: It would be difficult, for example. to 

.' I' 

determine whether people had left their jobs voluntarily or involuntarily, or 
whether they could receive employer contributions for health insurance through. 
an employed spouse. Moreov~r. becaus~ of the way these subsidies would be 
structured, significant horizon~l inequities could result. That is, families with 
similar income could receive quite different subsidy amounts. In determining 
their eligibility for subsi9ies, ~eople who were temporarily unemployed could 
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subtract from their family income the lesser of their gross· wages or a flat 

amount equal to 75 percent of ~e poverty-level income for an individual for 

each month the worker was employed. In addition, they could subtract any 

unemployment compensation they received while unemployed.. Consequently, 


. people who were un~mployed fot several months could receive larger subsidies 


. than year-round workers with sin#lar annual income. Workers in seasonal busi­
~ ." . 

nesses--construction worker.s andl!resort employees. for example--would be par­
tic,ularly favored. The incentives: inherent in this subsidy could increase unem­
ployment slightly. Ii. .' 

/, 

The Tax on High-Cost Health· Pl~ns 
/i 

Like the tax contained in the biIll:reported by the Committee on Finance, the tax 
on the prerDiums of "high-cosft health plans in Senator Mitchell's propo~al 
would be difficult to implement. In addition, its contribution to containing 
health care costs would be limite~, and it might be considered inequitable and an 
impediment to expanding covera~e. ' 

.' ., /' 
I . 

The tax would be a 25 percent levy on the 'amount by which health insur­
ance premiums for a standard /health. plan exceeded. a "reference" premium. 
Separate reference premiums' wQuld be established annually by the Secretary of 
the Treasury for each class of c9verage in each community-rating area and for 
each experience-rated plan. Th~se determinations wo~ld .be extremely complex 
and difficult to make, requiring ~djustments for,demographic characteristics (age; 
sex, and socioeconomic status), fiealth status. current levels of health care expen-

I . , . 

ditures, uninsuranceand underinsurance,·the presence of academic health centers, 
. I 

and other factors. Little reliable infonnation of this sort is available, and the 
. f ." . 

Secretary would have to collect la mass of new inform~tion. With the reference 
premiums affecting not only taX liability. but also premium levels, the process 
could prove to be q'uite controv6'rsial.' . ' , 

, t 
If 

. I ' . 
Although the tax would notl!be imposed on cotnmunity~rated plans operating 

in areas where the average prerhlum did not exceed the national ~verage refer­
ence premium, few if any areas IYJould 'meet that test for more than the first year 
or two because the reference p~rmiumswould be constrained to grow far more' 
slowly than the expected growth of health insurance premiums. In community­
rating areas, the growth would I~~ 3 percentage points over the consumer price 
index in 1997, declining to 2 percentage points over the CPI by 1999~ 

. , .'p . .' .' 
, I; , , 

Unlike the taxes contained in the Managed Competition Act and the bill 
reported by the Committee on finance, which would not affect the lowest-cost 
plans, virtually aU plans would pe subject to the assessment called for in,Senator 
MitcheU'sproposaI. Such an asse'ssment would increase premiums, and higher 
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premiums would discourage parti~ipation during the voluntary period. The tax 
would be imposed in 1997 on pl~s in the community-rated market, in which 
smaIl fIrms and most of the uninsured would obtain coverage. In contrast,the 
experience-ra~ "market would n6t be subject to the tax until 2000, and that 
differential treatment might be vie~ed as inequitable. " 

Although the proposal would ~rovide sponsors of health plans with the right 
to r~over half of the tax from heahh care providers, providers would incorporate 
their portion of the expected tax;i into their charges, so the right of recovery 
would be unlikely to have any real effect on the cost of health insurance. More­

, " I 

over, because the mechanics of e¢orcing ~e right of recovery are unclear, the 
provision might lead to costlyancf unproductive litigation. 

!; 
i 

The proposal would be, in effect, a tax cap, but one imposed ontheprovid­
ers of health insurance rather than" its consumers. A tax cap is an important 
dement in the managed competi~on approach to controlling health care costs, 
and a tax on providers could serve this purpose effectively. However, this tax, 
by exempting cost-sharing and other supplemental policies, would provide much 
less incentive for containing cost~i " 

"~ " 

Research by the RAND Corporation and others indicates that a tax cap 
might constrain costs in either of!:two primary ways: by encouraging consumers 
to choose health insurance plans ~ith greater cost sharing (that is, higher copay­
ments and deductibles) or by enccluraging the use of managed care providers like 
health maintenance organizations I(HMOS) that can control costs more effectively 
than fee-for-service plans. This tax," however, would not apply to supplemental 
insurance policies that cover cost sharing. Workers whose employers provided 
cost-sharing supplements would pay less tax than workers whose employers did 
not and instead paid higher wages, and the average employee probably would 

" " I " 
pay lower copayments and· deduc.tibles under the proposal than under a tax cap 
that applied to supplements as w'ell as to basic insurance. Furthennore, HMOs 
and similar types of managed car~ arrangements, which build the cost of the low 
copayments and deductibles into ~eir premiums, would be placed at a tax disad­
vantage compared with less'cost-bffective fee-for-service plans in which the cost­
sharing supplements would be ~-free~ " " 

ji' . "" 
A final reason that the tax's.' promise of cost containment would remain far 

" 
below its potential relates to thel:method for calculating reference premiums for 
experience-rated plans. These premiums would be calculated based on actual 
expenditures during the 1997-]999 period, which could undennine the incentive 
for experience-rated plans to eco!homize before the tax took effect in 2000. 

; Ii 
/' 

I! 
I'
I; 13 



'i 
n 
ii 
Ii 
h 

, The Effects of Invoking Mandates 
U 

If less than 95 percent of the pbpulation had insurance coverage on January 1, 
2000, and if the Congress did riot enact alternative legislation before the end of 
that year, mandates on employets and consumers would automatically come into 
effect in 2002. The proposed ~andatory system would be probleinatic for sev­
eral reasons.' Ii ' ' 

The mandates would be i~posed only in states that had failed to meet the 
95 percerit threshold for coverage. In those states, all firms with 25 or more 
workers would be required to c~ntribute to the costs of health insurance for their 
employees, and all individuals f-md families would be required. to obtain cover­
age. These requirements wouJd produce inefficient reallocations of business 
activity. Some firms that did hot wish to provide insurance would migrate to 
states that were not included irl' the mandate. Furthermore. because the transi­
tional subsidies for employers that voluntarily expanded coverage to additional 
workers would terminate in m~dated states,' some firms might, be attracted to 
nonmandated states where thes~: temporary subsidies would still be available. 

Moreoyer, the practical pJblems of implementing mandates in some states 
and not in others could be ovehvhelming, especially in border markets. What" 
for example, would happen t~: individuals who lived in mandated states but 
work~d for employers that did :~ot contribute to the cost of insurance in, neigh­
boring. nonmanqated states? I: ," 

" 
The system of SUbsidies fJr families would also change significantly in the 

mandated states. raising concefus about affordability and equity. The special 
subsidies for low-income children and pregnant women would be dropped, mak­
ing health insurance moreexp~nsive for some low-income families without an 
employer contribution. even though they would ,now' be required to purchase 
coverage. (For exampie. a fainily with income at 150 percent Of the poverty 

, I 

level and no employer contrib~tion in a mandated state would have to, pay 50 
percent of a family premium., {\. similar family in a nonmandated state might be 
able to combine regular subsidies and special subsidies and pay far less than 50' 
percent of the premium for a fc1,mily policy.) ,Concerns about the affordability of 
health insurance under a mand~te would be heightened because the incentives to 
contain costs in this proposal ate limited. ' , r 

Because of the dis~PtioJ, complications. and inequities that would result, 
. CBO does riot believe that it Jould be feasible to implement the mandated sys­
, tern in some states but not in qthers; the system would have to include either all 

states or none. Accordingly,l: CBO's cost estimates of the mandated system 
assume that a nationwide mandate would be in effect. 
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·Reallocation of Workers Among Finns 
I, 

Senator Mitchell's proposal, likel; many other refonn bills, ,would encourage a 
reallocation of workers among fifnis in ways that would increase its. budgetary 
cost. That process would occur;: gradually as employment expanded in some 
firms and contracted in others and as workers sought the jobs that would provide 

I, 

them with the largest combined amount of wages and premium subsidies. 
. . , /:, ',' , ",. 

. 

In the· voluntary system, thi~'sorting would occur because the family subsi­
dies would be reduced by up to tlie amount that employers contributed for insur-

I' .
ance; therefore, a worker employ,ed by a finn that did not pay for health insur­

. ance would receive a larger s~bsidy than. a worker earning the same wage at a 
firm that did pay. (In addition t~ this reallocation. some companies might stop 
paying for insurance, but the number of finns that would do so would be limited 
because high-wage workers in ~ose finns would lose the benefit of excluding 
health insurance from their taxable income.) Some sorting would also occur 
because flInls that expanded insJrance coverage to classes of workers not previ­
ously covered would be eligible !Jor temporary subsidies; workers employed by 
those firms could receive higher bke-home pay for a few years than could work­
ers at firms that currently providb them with insurance coverage. , ' 

In the mandated system, rJlocation of workers would occilr because some 
I. . ' . 

workers wO,uld pay less fo~ health insurance if they were employed by small 
finns excluded from the mand~te than they would if they were employed by 
firm~ covered by the. mandate. I:. F~r example, m~y low-wage worker~ cou~d 
receive a larger SUbSIdy for th~lr 10surance costs. 10 uncovered firms than 10 

covered firms. In addition, mamed couples with both spouses working would 
have anfncentive under the prop,osal to have one spouse employed by an uncov­
ered firm, because if both spou~es worked in covered firms, they would each 
have to pay something for insuf,ance. A similar incentive, exists in the current 
system. but by requiring ~ore firms to provide insurance coverage 'than do now, 
the proposal would affect more ;people. . . . ' .' . 

. . • I 

~ . 

Under both the voluntary and mandated systems, some workers could gain 
several thousand dollars in hig~er w~ges by moving between firms,and over 
time a significant number of th:em would probably do so. This reallocation of 
workers among firms accounts for about $14 billion of the cost of the subsidies 
in 2004 under the v,oluntary sy~tem and for about $8 billion in 2004 under the 
mandated system. In addition tf? raising the government's costs, the reallocation 
of workers could reduce the efficiency of the labor market. 

'Finally, the subsidy systeJi would not treat people with'similar incomes arid 
family circumstances alike; U6der the voluntary system, for example. workers 
eligible for subsidies. who worked at firms that paid for insurance would face 
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larger costs for their insurance when the reduction in their cash wages is taken 
into account than similar workers at firms that did not pay. 

Work Disincentives' . 

Senator Mitchell's proposal would discourage certain low-income people from 
working more hours or, in some cases, from working at all, because subsidies 
would be phased out as· family income increased. It is' important to note that 
work disincentives are an inherent element of all. health proposals that target 
subsidies toward the poor and near-poor, and that these subsidies wouldsignifi. 
cantly improve the well-being of many low-income people by assisting their 
purchase of health insurance. 

i . 

In both the voluntary and mandated systems, many workers who earned 
more money within the phaseout :range would have to pay more for health insur­
ance, which would cut into the increase in their take-home wage.. In essence, 
these workers would face an implicit tax on their economic advancement. 
Changing the design of the subsidy systems in this proposal could r,educe the 
marginal levy on some people'~ income, but it might raise the marginal levy 
faced by other people or make insurance unaffordable for some people. 

TheVoluntarv System. Estima~ing the precise magnitude of the implicit tax 
rates in the voluntary system requires information that is not readily available, 

,. 

but rough calculations suggest that the rates could be extremely high for some 
families. , For workers whose e~ployers did not pay for insurance, the implicit 
marginal rates from the phaseout of subsidies for 10w-i!1come families would 
apply to income between 100 percent and 200 percent of the poverty'level, and 
the phaseout of subsidies for children and pregnant women would apply to in­
come between 185 percent and 3Po percent ofpoverty. . 

, 
In 2000, the, effective margi~al tax on labor compensation (wages and bene­

fits) could increase by as much as 30 to 55 percentage points for workers with 
family income in the phaseout range. Moreover, those levies would be added to 
the explicit and implicit marginal taxes that such workers already pay "through 
the income tax, the payroll ,tax, aJild the phaseout of the earned income tax credit. 
In the end, some low-wage workers would keep as little as 15 cents of every 

. additional dollar they earned. . '. 

I . ' . 

For workers whose employ~rs paid some of the costs for insurance, these 
marginal levies would apply to income in a much smaller range. However, such 
treatment· of ,employer payment~would also create'· the ,pr¢viously described ' 
incentive for workers to move to; firms that did not pay forinsuran~e., 
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The Mandated System. Rough calculations suggest that the implicit marginal 
rates from the phaseout of subsidies' under the mandated system could also be 
extremely high for some families. These rates would apply to income between 
100 percent and 200 percent of the poverty level for workers in uncovered firms. 
For workers in covered fimis, these marginal levies would apply to workers in a 
smaller income range. In 2002, the effective marginal tax on labor compensation 
could increase by as much· as 35 to 55 percentage points for workers whore­
ceived subsidies. As in the voluntary system, this new levy would be added to 
the explicit and implicit marginal taxes that these workers already face, produc­
ing total marginal tax ratesof more than 95 percent for some workers. 

The mandated system would also discourage some people who have spouses' 
working at covered firms (rom participating in the labor force or at least from 
taking a job at a firm with more than 25 employ~es. If those people took a job 
at a covered firm, their wages would be reduced by the additional cost for insur­
ance but they would receive no additional benefits. The current system also 
discourages some of these' people from working at firms that pay for insurance, 
but by requiring more firms to provide insurance coverage, the proposal would 
increase the number of people who were affected. 

In the mandated system, the combination of the subsidies and the require­
ment to purchase insurance would increase the effective income of people who 
wanted insurance at the n~t-of-subsidy ,price, but would reduce the economic 
well-being of people who would have preferred not to buy insurance. Because 
the net-of-subsi,dy price (including employer payments) would be high for many 
fainilies, the number of people who valued insurance at less than its cost could 
be large. For eXample, for a family of two adultS (one working in a covered 
finn) and two children. with income just below the poverty threshold in 2002, . 
the firm contributing 50 percent of the premium would pay more than $5,000 on 
the worker's behalf for insurance; that' would represent roughly one-quarter of 
the fainily's income. 

Effect on E~ployment 

If the voluntary system in Senator Mitchell's proposal did not result in insurance 
coverage for 95 percent of the population, mandates would be triggered unless 
the Congress adopted an alternative approach. Under the mandated system, 
firms with more than 25 employees would be required to contribute to each 
worker's health insurance. The imposition of the man<,:late would raise the cost 
of employing workers at firms that. do not currently provide insurance. Econom- , 
ic theory and empirical research both imply that most of this increased cost 
would be passed baclc to 'workers over time in the form of lower take-home 
wages. Such shifting would not be possible,however, for workers whose wages 
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were close to the federally regulated minimum wage. Therefore, the net cost of 
. employing those workers would· be raised by the mandate, and some of them 
would lose their jobs. 

Nevertheless, the quantitative effect of the mandate in this proposal would 
probably be quite small because the mandate would not be implemented until 
2002. Market wages for low-income workers will rise over time, reflecting 
general inflation and, probably, some share of the nation's real economic growth. 
As a result, few workers will be earning the current minimum wage by 2002. If 
the Congress did not raise the minimum wage, loss of jobs from this mandate 
would likely be very limited. 

Employment would also be affected by the implicit taxes on work described 
above. In both the voluntary and mandated systems, some workers would volun­
tarily withdraw from the labor force in response to the new incentives they 
faced. . 
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TABLE 1. 	 PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 
WITHOUT MANDATE IN EFFECT' , 

(By fiscal year, in billions of dollars) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

MANDATORY OUTLAYS 

Medicaid 
Discontinued Coverage of Acute, Care 0 0 -23,B '-35.6 ·39,7 -44.4 -49.6 -55.2 -61.2 -67.6 

2 State Maintenance-of-Effort Payments 0 0 -16.5 -26.5 -2B,7 -31.1 -33.6 -36.3 ' -39,3 -42.4 
3 Disproportionate Share Hospital Payments 0 0 -B,8 -13.4 -14.6 -15.6 -18.6 -20.7 -22.9 -25.2 
4 Increase Asset Disregard to $4000 for Home and 

Community Based Services 
5 Offset to Medicare Prescription Drug Program' 

a 
,0 

a 
O.. 

a 
.0 

a 
0 

a 
-0.7 

a 
-1.5 

a 
-1.6 

ci.1 
-1.9 

0.1 
-2.1 

0.1 
-2.3 

6 Administrative Savings 
Total - Medicaid 

0 
a 

0 
~f 

-0.3 
-51.4 

-0.5 
;;76:0 

-0.5 
-64.4' . 

-0,6-0.7 -0.6 
~9,3.2'· '~1()4j, ·.···.ffi~:W . 

-0.6 -0.9 
~f26;2\;~ :Jtt3 

M~d!!;are 
7 Part A Reductions 

Inpatient PPS Updates 0 0 -0.3 -1.6 -3.4 -5,6 -8.0 -10.7 -13.6 -17.4 
Capital Reductions' 0 -0,8 -1.0 -1.2 -1.6 -2.1 -2.2 -2.4 -2.7 -2.9 
Disproportionate Share Hospital Reductions 0 0 -1.7 ·2,1 -2.3 -2.5 -2.6 -3.1 -3.4 -3.7 
Skflled Nursing Facility Limits 0 -0.1 -0.1 -0,2 -0.2 -0,2 -0.2· -0.2 -0.3 -0.3 
Long Term Care Hospitals 
Medicare Dependent Hospitals 

a 
a 

a 
0.1. 

-0.1 
0.1 

-0.1 
OJ 

-0.1 
a 

-0.2 
a 

-0.2 
0 

.-0.3.. 
0 

-0.3 . 
0 

-0.4 
0 

Sole Community Hospitals " a a a a a a . a a a a 

Part A Interactions 0 0 0,1 0.2 0.4 0.6 0.7 . 0.9 1..1 1.3 
8 Essential Access Community Hospitals 

Medical Assistance Facility Payments 
Rural Primary Care Hospitals (RPCH) Pmts 

0.1 
0.1 

0.1 
0.1 

0.1 
0.1 

0.1 
0.1 

0.1 
0.1 

0.1 
0.2 

0.1 
0:2 

0.1 
0.2. 

0.1 
0.2 

0.1 
0,2 

9 Part B Reductions 
Updates for Physician Services -0.4 -0.6 -0.6 -0,7 . -0,8 -0.8 -0.9 -1.0 -1.0 -1.1 
Real GOP for Volume and Intensity 
Eliminate Formula.Driven Overpayments 

0 
-0,8 

0 
-1.0 

-0.3 
·1.3 

-0.8 
-1.8 

-1.6 
-2.3 

-2.5 
-3,2 

-3.3 
-4.2 

-4.2 
-5.5 

-5.3 
-7.1 

-6.6 
-9.1 

Competitive Sid for Part B 
Competitivf,! Bid for Clinical Lab Services 
Elimination of Balance Billing 
Laboratory Coinsurance 

a 
a 
0 

-0.7 

-0,1 
-0.2 
0.1 

-1.1 

-0.1 
' -0.3 

0.2 
-1.3 

-0.1 
-0.3 
0.2 

-1.4 

-0.1 
-0.3 
0,2 

-1.6 

-0.1 
-0.4 
0.2 

-1.8 

-0.1 
-0.4 
0.3 

-2.0 

-0.2 
-0.5 
0.3 

-2.3 

-0.2 
-0.5 
0.3 

-2.6 

-0.2 
-0.6 
0,3 

-2.9 
Correct MVPS Upward Bias 0 0 0 0 -0.2 -0.6 -1.4 -2.6 -3.9 -5.5 
Eye & Eye/Ear Specialty Hospitals 
Nurse PractiPhys Asst Direct Payment 
High Cost Hospitals 
Durable Medical Equipment Price Reduction 
Permanent Extension of 25% Part'B Premium 

a 
0 
0 
a 
0 

a 
0 
0 
a 

0.6 

a 
' 0.1 

0 
-0.1 
0.9 

0 
0.2 

-0.5 
-0.1 
1.4 

0 
0.3 

-0.8 
-0.1 
0,6 

0 
0.3 

-0.8 
-0.1 
-1.0 

0 
0.4 

-0.8 
-0.1 
-2.6 

0 
0.5 

-0.9 
-0.1 
-5.0 

0 
0.6 

-1.0 
-0.2 
-7.7 

0 
0.7 

-1.0 
-0.2 
-9.8 

Continued 



TABLE 1 •. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 
WITHOUTMANDATE IN EFFECT 

(By fiscal year, in billions of donars) 

1995 1996 1997 1998 . 1999 2000 2001 2002 . 2003 2004 

10 Parts A and B Reductions 
Home Health Copayments (20%) -0.7 -3.4 -4.2 -4.6 -5.0 -5.5' -5.9 -6.4 -7.0 -7.6 
Medicare Secondary Payer 0 0 0 0 -1.2 -1.8 -1:9 -2.0 -2.2 -2.3 
Home Health Limits 0 0 -0.3 -0.6 -0.7 -0.7 -0.6 .'-0.9 -1.0 -1.0 
Expand Center~ of Excellence 0 -0.1 -0.1 -0.1 -0.1 -0.1 ill a 0 0 
Extend ESRD Secondary Payer to 24 Months. -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 ·0.2 -0.2 

11 Medicare Outpatient Prescription Drug Benefit 
Total- Medicare 

0 
-2.4 

0 
-6.6 

0 
-fO:;l 

0 
-1'4.1 

6.2 
-14.7 

14.4 
-14:3 

15.7 
~21 ;1\ .......... 

17.5 
'.•~.!\.~.. 

19.7 
.-36:1. 

21.5 
·MiA 

. Subsidies 
12 Pe~sons between 0-200% of Poverty 0 0 66.7 95.4 105.3 116.6 129.3 142.'7 157.3 172.3 
13 Pregnant Women and Kids 0·300% of Poverty - - - - • - - •• - Included in Line 12 - - - - - - - - • ­
14 Temporarily Unemployed 0 0 0.0 5.0 7.1 7.7 6.3 9.0 9,6 10.6 
15 Enrollment Outreach 

Total - Subsidies 
0 
() 

0 
o '. 

1.3 
6.8:0 

.. 3.3 
103:7 

5.2 
117.6 

6.9 
131:.3 

6.4 
14.$. t .. 

9.9 
1(31..6 .. 

10.8 
1.71,9 

. 11.3 
194.3 

Other Health Programs 
16 Vulnerable Hospital Payments 
17 Veterans' Programs 
16 Home and Community Based Care ($4B bil. cap) 

0 
0 
0 

0 
0 
6 

0 
-1.4 

0 

2.5 
-1.4 
1.8 

2.5 
-1.7 
2.9 

2.5 
-1.6 
3.6 

2.5 
-1.9 
5.0 

.2.5 
-2.0 
7.9 

2.5 
-2.0 
11.4 

2.5 
. -2.1 

15.4 
19 Life Care 0 0 -0.6 -1.1 -1.1 -0.3 -0.3 -0.3 -0.3 -0.3 
20 Academic Health Centers 0 0 4.7 7.0 8.0 9.1 10.3 11.0 11.5 12.1 
21 Graduate Medical and Nursing Education 
22 Medicare Transfer· Direct Medical Education 

0 
0 

0 
0 

2.6 
-1.6 

3.9 
-2.4 . 

5.B 
-2.5 

6.4 
-2.6 

6.6 
-2.B 

6.8 
-2.9 

7.2 
-3.1 

7.5 
' -3.3 

23 Medicare Transf~r - Indirect Medical Education 0 0 -3.4 -4.9 -5.4 "5.9 -6.5 -7.2 -7.9 ·8.7 
24 Public Health Schools; Dental Schools 0 0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 
25 W9men, Infants and Children 0 0.3 0.5 0.5 0.5 0.5 0 '0 0 
26 Administration of EnroUment Outreach 

Total. - Other Health Programs 
0 

....... 0 
0 

Q;3. 
0.4 

..1;3',·· 
0.7 

'. ;S·:7:{ .. 
0.9 

. 10;0 
1.3 1.4 

;2Ira:/: 
1.4 

'24:6. 

PubliC Health Initiative 
27 Biomedical and Behavioral Research Trust Fund 0 0 0.9 1.4 1.5 1.6 1.7 1.9 2.1 2.2 
2B Health Professions 0 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 
29 Core Public Health 0 0.1 0.3 0.3 0.4 0.4 0.3 0.2 0.1 0.1. 
30 Prevention 0 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 
31 Capacity Building and Capital ci 0.3 0.5 0.5 0.4 0.2 0.1 0.1 0.0 0.0 

Continued 



TABLE 1. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 
WITHOUT MANDATE IN EFFECT 

(By fiscal year, in binions of dollars) 

32 OSHA and Workforce 
33 Supplemental Services 
34 Enabling Services 
35 National Health Service Corps (NHSC) 
36 Mental Health & Substance Abuse (CMMH&SA) 
37 School Clinics 
:38 Indian Health Service 

Total- Public Health Initiatives 

39 Social Security Benefits 

l M~NDATORY OUTLAY CHANGES 

DISCRETIONARY OUTLAyS 

Health Programs 
, 40 Veterans'. Programs 

41 Indian Health Supplementary Services 
42 Misc. Public Health Service Grants 

Total Health Programs 

Administrative Expenses 

43 Administrative Costs ' 

44 'Costs to Administer the Mandate 

45 'Planning and Start~Up Grants 


Total. Studies; AdministrailveElipeilse~ 

StUdies. Research. & Demonstrations , 
46 EACH/MAF/Rural Transition Demonstrations 

:' ' Total Studies': Researcl'i;& Denio.hsti:ailons 

1995 

0 
0 
0 
0 
0 
0 
0 
0 

0 

-VI 

1.2 
0.7 

a 
L9 

~0.5 

o 
0.1 

,0.6 ' 

III 

,a:, 

1996 

0.3 
0.1 
0.1 
0.1 
0.1 
0.1 
0.1 
1,4 

0 

-4.9 

0.6 
1.2 

a 
,,8 

0.9: 
o 

0.4 
, 1J; 

0.1 
"::",':(lj: . 

1997 

0.4 
0.2 
0.2 
0.1 
0.1 
0.2 
0.1 
3:2 

0.2 

1998 

0.3 
0.2 
0.3 
0.2 
0.1 
0.3 
0.1 
3.9 

0.5 

11';1 . 24.7 

-2,9 -4.8 
1.5 1.6 

(U 

~1A: ·····,::~3i1 

1.0 1.0 
o o 

0.6 0.3 

0.1 0.1 

1999 

0.3 
0.2 
0.3 

"0.2 
0.1 
0.4 
0.1 
4.0 

0.9 

33.4 " 

-4.9 
1.6 
0.1 

-3.3... 

1.0 
o 
o 

:1;0. 

a 

2000 2001 2002 2003 2004 

0.2· 
0.2 
0.3 
0.2 
0.1 
0.4 
0.1 
3.9 

0.9 

0.2 
0.1 
0.2 
0.1 
0.1 
0.3 
0.1 

:j':5, " 

0.9 

0.1 
0.1 
0.2 
0.1 
0.0 
0,2 
0,1 
3.0, 

0.9 

39.0 

-5.4 
1.6 
0.1 

·;;;~:t·· 

1.1 
0 
0 

0.1 0.1 
0.1 0.0 
0.1 ' 0.1 
0.1 0,0 
0.0 0.0 
0.1 0.1 
0.1 0.1 

" 2:13 2.9 

0:8 0.6 

37.9 35.9) 

-5.6 -5.8 
1.7 1.7 
0.1 0.1 

1.1 1.2 
0 0 
0 0 

41.3 

-5.1 
1.6 
0.1 

39.2 

~5.2 
1.6 
0.1 

1.0 1.1 
2.0 2.0 

0 0 

a a :II a III" 

I DISCRETIONARY oufl.,AYCHANGE-S- '2.5 ~t;2 -0.3 -=D - -2.3 .0." ..0.5 -2.6 -2.8 - -2:91 

TOTAL OUTLAY CHANGES . 0.1 -1.6 11.4 22.9 31.1 40.9 38.7 ~6.3 35.1 

Continued 



TABLE 1. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL"S PROPOSAL 
WITHOUT MANDATE IN EFFECT 

(By fiscal ye~r. in billions of dollars) 

1995 1996 1997 1998 . 1999 2000 2001 2002 2003 2004 

RECEIPTS 

47 Increase in Tobacco Tax 0.7 "·2.7 4.5 6.1 7.6 7.4 7.1 6.9 6.B 6.7 
48 1.75% Excise Tax on Private Health Ins Premiums 0 3.5 6.1 7.1 7.7 8.4 9.1 9.9 10.8 11.7 
49 Addl Medicare Part B Premiums for High-

Income Individuals ($80,000/$100,000) 0 O· 2.0 2.0 2.13 3.5 4.4 5.5 6.9 8.7 
50 Increase Excise Tax onHollow-Point Bunets - - - - - - - - - - Negfigible Revenue Lo~s - - - - - - - - - ­
51 Include Certain SeNice-Related Income in SECAI 

Excl Certain Inven-Related Income from SECA 
a) General Fund Effect 0 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 
b) OASDI Effect 0 0.1 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.3 

52 Extend Medicare.Coverage & HI Tax to All State 
and Local Government Employees 0 1.6 1.6 1.5 1.5 1.4 1.4 . 1.3 1.2 1.2 

53 Impose Excise Tax with Respect to Plans 
Failing to Satisfy Voluntary Contribution Rules 0 a 3 .3 a II II II 3 3 

54 Provide that Health Benefits Cannot be Provided 
thru a Cafeteria Plan/Flex Spend Arrangements 0 0.5 2.5 3.9 4.8 5.6 6.3 7.0 7.7 8.5 

55 Extendllncrease 25% Deduction for Health 
Insurance Costs of Self-Employed Individuals -0.5 -0.6 -1.2 -1.3 -1.4 ·1.5 -1.6 -l.B -2.0 -2.1 

. 56 Limit on Prepayment of Medical Premiums - • - - - - - - :~ Neg6gible Revenue Gain - - - •• - - - - ­
57 Non-Profit Health Clilre OrgnslTaxable Orgns 

Providing Health Ins & Prepd Health Care Svcs - - - - - - - - - - Negligible Revenue Effect - - - - - - - - - ­
58 Trmt of Certain Ins Companies Under Sect 833 0 0 0.1 0;1 0.1 0:1 0.1 0.1 0.1 0.1 
59 Grant Tax Exempt Status to State Ins Risk Pools 3 II .0 0 0 0 0 0 0 0 
60 Remove $150 Million Bond Cap on Non-Hospital 

501 (c)(3) Bonds II II a -0.1 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2 
61 Qualified Long-Term Care Benefits Treated as 

Medical Care; Clarify Tax Treatment of Long-
Term Care Insurance and Services 0 a "0.2 -0.3 -0.2 ~0.3 -0.3 .-0.3 -0.4 -0.4 

62 Tax Treatment of Accelerated Death Benefits 
Under Life Insurance Contracts . II II -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 

63 Increase in Reporting Penalties for Nonemployeef 0 II II II II II a II II II 

Continued 
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TABLE 1. 'PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 
WITHOUT MANDATE IN EFFECT 

(By fiscal year, in billions of dollars) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

64 Post-Retirement MedicaVLife Insurance Reserves 
65 Tax Credit for Practitioners in Underserved Afeas 
66 Increase Expensing Limit for Certain Med Equip 
67 Tax Credit for Cost of Personal Assistance Svcs 

Required by Employed Individuals 
68 Disclosure of Return Information to State Agencies 
69 Impose Premium Tax with Respect to Certain 

High Cost Plans 
70 Limit Exclusion for Employer-Paid Health Benefits 
71 Indirect Tax Effects of Changes in Tax Treatment 

of Employer & Household Health Ins Spending 

a -0.1 
a a 

o a 

o a 
o 0 

o . -0.5 

-- -- --' 

.. - - - - - - - - - - Negligible Revenue Effect· • - - - - - - - ­
-0.2' -0.2 -0.2 -0.2 -0.1 

a a a a a. 

-0.1 -0.1 -0.1 -0.1 . -0.1 
- - • - - - - - - - No Revenue Effect - - - - - • - • - • 

0.9 	 2.2 3.3 6.1 9.5 
0 0 0 0 0 

·0.3 -0.7 -1.3 . -2.0 ~2.4 

a 
III 

-0.2 

12.5 
0 

-3.0 

a a 
a a 

-0.2 -0.2 

16.0 	 19.9 
0 ~9 

-3.3 -3.7 

--1 
CTOTAL RECEIPT CHANGES 	 0.1 7.1 15.7 20.2 24.5 28.3 33.4 -37.8 43.5 51.2 

DEFICIT 

MANDATORVCHANGES 

CUMULATIVE MANDATORY TOTAL 

-2.5 

-2.5 

-12.0 

-14.5 

-4.6 

-19.2 

4.5 

-14.7 

8.9 

. -5.8 

13.0 

7.2 . 

5.8 

13.0 

1.2 

14;1 

-5.6 

8.6 

-15.3 

-6.7 

TOTAL CHANGES 

CUMULATIVE DEFICIT EFFECT 

-0 

..() 

-8.1 

-8.8 

-4.3 

-13.1 

2.7 

-10.3 

6.6 

.3.7 

12.6 

8.9 

5.3 

14.2 

-1.5 

12.7 

-8.4 

4.4 

-18.2 

-13.8 

SOURCES: Congressional Budget Office; Joint Committee on Taxation 

NOTES: 

The figures in this table include changes in authorizations of app~opriations and in Social Security that would not·be counted for pay-as-you-go scoring under the· Budget 

Enforcement Act of 1990. 


Provisions with no cost have been excluded from this table. 


a. Less than $50 minion. 



TABLE 2. 	 PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 
WITH MANDATE IN EFFECT 

(By fiscal lear. in billions of donars) , 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

MANDATORY OUTLAYS 

Medicaid 
Discontinued Coverage of Acute Care 0 0 -23.8 ' -35.6 -39.7 -44.4 -49.6 -55.2 -61.2 -67.6 

2 State Maintenance-of-Effort Payments 0 0 -18.5 -26.5 -26.7 -31.1 -33.6 ·-36.3 -39.3 -42.4 
3 Disproportionate Share Hospital Payments 0 0 -8.8 -13.4 -14.8 -15.6 -18.8 -20.7 -22.9 ,'-25.2' 
4 Increase Asset Disregard to $4000 for Home and 

Community Based Services II II II II II a a 0.1 0.1 0.1 
5 Offset to Medicare Prescription Drug Program 0 0 0.0 0.0 -0:7 -1.5 -1.6 -, .9 ·2.1 -2.3 
6 Administrative Savings' '0 0 -0.3 -0.5 -0.5 -0.6 -0.7 -0.6 , -0.8 -0.9 

Total - Medicaid 	 a II :5;,4 ..76;0 -64.4 -93~2 -J04.3 ' ~114.6· • ~126:2, ' .~138.3 

Medicare 

7 Part A Reductions 


" lripatient PPS Updates 0 0 -0.3 -1.6 -3.4 -5.6 -8.0 ~10.7 -13.8 -17.4 
Capital Reductions 0 -0.6 -1.0 -1.2 -1.6 ~2.1 -2.2 -2.4 -2.7 -2.9 
Disproportionate Share Hospital Reductions 0 0 -1.7 -2.1 -2.3 -2.5 -2.8 . -3.1 ~3.4 -3.7 
Skilled Nursing Facility Limits 0 -0.1 -0.1 -0.2 -0.2 -0.2 -0.2 -0.2 -0.3 -0.3 ' 
Long Term Care· Hospitals a II -0.1 -0.1 -0.1 -0.2 -0.4 -0.3 -0.3 -0.4 
Medicare Dependent Hospi~a(s II 0.1 0.1 0.1 a II 0 0 0 0 
Sole Community Hospitals II II II a a II II II a a 
Part A Intera,ctions II a 0.1 0.2 0.4 0.6 0.7 0.9 1.1 1.3 

8 Essential Access Community Hospitals 
Medical Assistance Facitity Payments 0.1 0.1 0.1 0.1, 0.1 0.1 0.1 0.1 0.1 0.1 
Rural Primary Care Hospitals (RPCH) Pmts 0.1. 0.1 0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.2 

9 Part B Reductions 
Updates for Physician Services -0.4 -0.6 -0.6 -0.7 -0.6 -0.8 -0.9 -1.0 -1.0 -1.1 
Real GOP for Volume and Intensity 0 0.0 . -0.3 -0.6 -1.6 -2.5 ·3.3 -4.2 -5.3 -6.6 
Eliminate Formula Driven Overpayments -0.8 -1.0 -1.3 -1.6 -2.3 -3.2 -4.2 -5.5 -7.1 -9.1, 
Competitive Bid for Part B II -0.1 -0.1 . -0.1 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2 
Competitive Bid for Clinical Lab Services II -0.2 -0.3 -0.3 -0.3 -0.4 -0,4 , -0.5 -0.5 -0.6 
Elimination of Balance BiDing . 0 0.1 0.2 ' 0.2 . 0.2 0.2 0.3 0.3 0.3 0.3 
Laboratory Coinsurance -0.7 .1.1 -1.3 -1.4 -1.6 ·1.6 -2.0 -2.3 -2.6 -2.9 
Correct MVPS Ul'ward Bias 0 0 0 0 -0.2 -0.6 -1.4 -2.6 -3.9 -5.5 
Eye'& Eye/Ear Specialty Hospitals a II II 0 0 0 0 0 0 0 
Nurse PractiPhys Asst Direct Payment 0 0 0.1 0.2 0.3 0.3 0.4 0.5 0.6 0.7 
High Cost Hospitals 0 0 0 -0.5 -0.6 -0.8 -0.8 -0.9 -1.0 -1.0 
Durabl,e Medical Equipment Price Reduction II a -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.2 -0.2 
Permanent Ex1ension of 25% Part B Premium' 0 0.6 0.9 1.4 0.6 -to -2.6 -5.0 -7.7 -9.8 

Continued 



TABLE 2. 	 PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 
WITH MANDATE IN EFFECT 

(Byliscal year, in billions of dollars) 

1995 1996 1997 1996 . 1999 2000 2001 2002 2003 2004 

10 Parts A and B Reductions 

Home Health Copayments (20%) -0.7 -3.4 -.4.2 -.4.6 -5.0 -5.5 . -5.9 -6.4 -7.0 -7.6 

Medicare Secondary Payer 0 0 0 0 -1.2 -1.8 -1.9 -2.0 -2.2' -2.3 

Home Health limits 0 0 -0.3 -0.6 -0.7 -0.7 -0.8 -0.9 -1.0 -1.0 

Expand Centers of Excellence 0 -0.1 -0.1 -0.1 -0.1 -0:1 a a 0 0 

Ex1end ESRD Secondary Payer to 24 Months . -0.1 -0,1 -0.1 -0.1 -0.1 -0.1 -0:1 -0.1 -0,2 -0.2 


11 Medicare Outpatient Prescription Drug Benefit 0 0 0 0 6.2 14.4 15.7 17.5 19.7 21.5 
Total - Medicare . -2.4 -6.6 ~10,2 -14.1 -14.7 -f4~3 ~iU ·28;9 '~3Iff -48.4 

:. 

Subsidies 

12 Persons between 0-200% of Poverty berore Mandate 0 0 66.7 95.4 105.3 116.8 129.3 33.1 0 0 

13 Persons between 0-200% of Poverty after Mandate 0 0 0 0 0 0 0 96.1 137.2 149.6 

14 Pregnant Women and Kids 0-300% or Poverty - - - - • - - • - - Included in Line 12 - - .• - - - - - . 

15 Temporariy Unemployed 0 0 0.0 5.0 7.1 7.7 8.3 12.5 14.7 15.9 

16 Enrollment Outreach 0 0 1,3 3.3 5.2 6.9 8.4 2.5 0 0 


Total - Subsidies 	 6 0 . 613;0.' ·····1.03..7 117.6 13f3 .. ' .146.1 144;2 ·1~1.9 Hi5.5 

Other Heallh Programs 

17 Vulnerable Hospital Payments '0 0 0 2.5 2.5 2.5 2.5 2.5 2.5 2.5 

16 Veterans' Programs 0 0 -1.4 -1.4 -1.7 -1.8 -1.9 -2.0 -2.0 -2.1 

19 Home and Community Based Care 0 0 0 1.6 2.9 3.6 5.0' 7.9 11.4 15.4 

20 Life Care 0 0 -0.6 -1.1 -1.1 -0.3 -0.3 -0.3 -0.3 ~0.3 


21 Academic Health Centers 0 0 4.7 7.0 8,0 9.1 10.3 11.0 11.5 12.1 

22 Graduate Medical and Nursing Education 0 0 2.6 3.9 5.8 6.4 6.6 6.8 '7.2 7.5 

23 Medicare Transfer - Direct Medical Education 0 0 -1.6 ·2.4 -2.5 -2.6 -2.8 -2.9 -3.1 -3,3 

24 Medicare Transfer -Indirect Medical Education 0 0 -3.4 -4.9 -5.4 -5.9 -6.5 -7.2 -7.9 -6.7 

25 Public Health Schools; Dental Schools 0 0 O~ 1 0.1 0.1 0.1 0.1 0.1 0.1 0:1 

26 Women, Intants and Children 0 0.3 0.5 0.5 . 0.5 0.5 a 0 0 0 

27 Administration of Enronment Outreach 0 0 0.4 0.7 0.9 1.0 1.1 1.3 . 1.4 1.4 


Total- Other Health Programs 	 () o:~: ··.L3 10.6 . ·tn<>··· ···;j4.{/ 1t2.26:~ '(24;6 

Public Health Initiative 

28 Biomedical and Behavioral Research Trust Fund 0 0 0.9 1.3 1.5 1.6 1.7 2.0 2.2 2.4 

29' Health Professions 0 0.1 0.1 . 0.1 0.1 0.1 0.1 0.0 0.0 0.0 


. 30 Core Public Health 	 0 0.1 0.3 0.3 0.4 0.4 0.3 0.2 0.1 0.1 

31 Prevention 0 0.1 0.1 
 0.1 0.1 0.1 0.1 0.0 0.0 0.0 

Continued 



TABLE 2. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 
WITH MANDATE IN EFFECT 

(By fiscal year, in billions of dollars) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 . 2004 

32 Capacity Building and Capital 0 0.3 0.5 0.5 0.4 0.2 0.1 0.1 0.0 0.0 
33 OSHA and Workforce 0 0.3 0.4 0.3 0.3 .0.2 0.2 ' . 0.1 0.1 0.1 
34 Supplemental Services a 0.1 0.2 0.2 0.2 0.2 0.1 0.1 0.1 0.0 
35 Enabling Services 0 0.1 0.2 0.3 0.3 0.3 0.2 0.2 0.1 0.1 
36 National Health Service Corps (NHSC) 0 0.1 0.1 0.2 0.2 '0.2, 0.1 0.1 0.1 0.0 
37 Mental Health & Substance Abuse (CMMH&SA) a 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 
38 School Clinics a 0.1 0.2 0.3 0.4 0.4 0.3 0.2 0.1 0.1 
39 Indian Health Service 0 0.1 0.1 0.1 0.1 0.1 0.1 0: 1 0.1 0.1 

Total- Public Health Initiatives a 1..F': 3:2 :t9 4.0 '3.9 3:5 '3;1 " :3;0. 3.0 

40 Social Security Benefits 0 0 0.2 0.5 . 0.9 0.9 0.9 0.9 0.8 0.8 

MANDATORY OUTLAY CHANGES -2.4 -4.9 11.0 24.7 33.4 41.3 39.2 21.7 12.1 

DISCRETIONARY OUTLAYS 

Health Programs 
41 Veterans' Programs 1.2 0.6 -2.9 -4.8 -4.9 -5.1 -5.2 -5.4 -5.6 ~5:8 
42 Indian Health Supplementary Services 0.7 1.2 1.5 1.6 1.6 1.6 1.6 1.6 1.7 1.7 
43 Misc. Public Health Service Grants a a 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 

Total. Health Programs 1.9 'l.8',,·· ;t4),..' ',':'3.1 ,-3:3· ' ~3A'::"" <::ur'., ,.~,l 

Administrative Expenses 
44 Administrative Costs 0.5 0.9 1.0 1.0 1.0 1.0 1.1 1.1 1.1 1.2 
45 Costs to Administer the Mandate 0 0 0 0 0 2:0 2.0 2.0 2.0 2.0 
46 Planning .and Start-Up Grants ' 0.1 0.4 . 0.6 0.3 0 0 0 0 0 0 

Total Studies; Administrative I:XpEms~s 0.6 'Y:f: ' 14fi "\1;3 " 1.0< ' 3.2 

Studies Research. Demonstr,ruions. Other 
47 EACHIMAF/Rural Transition Demonstrations a 0.1 a a a a a 

To~al StudIes, Research; Demonstralion~:L9theri 'l: ,':: '>QAt·:·' 
DISCRETIONARY OUTLAY CHANGES 2.5 3.2 0.3 -1.7 -2.3 .:0.4 -0.5 -0.6 -0.8 -0.91 

TOTAL OUTLAY CHANGES 0.1 -1.6 11.4 22.9 31.1 40.9 38.7 .21.1 11.3 3 
Continued 
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TABLE 2. PRELIMINARY ESTIMATES'OF THE FEDERAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 
WITH MANDATE IN EFFECT 

(By fiscal year, in billions of dollars) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

ftECEIPTS 

48 Increase in Tobacco Tax 0.7 2.7 4.5 6.1 7.6 7.4 7.1 6.9 6.8 6.7 
49 1.75% Excise Tax on Private Health Ins Premiums 0 .3.5 6.1 7.1 7.7 8.4 . 9.1 . 10.4 11.5 1~.4 
SO Addl Medicare Part B Premiums for High-

Income Individuals (S80,OOO/S100,OOO) a 0 2.0. 2.0 2.8 3.5 4.4 ,5.5 6.9 8.7 
51 Increase Excise Tax on Hollow-Point Bullets - - - - - - - - - - Negligible Revenue Loss" - - - - - - - - ­
52 Include Certain Service·Related Income in SECAI 

Excl Certain Inven-Related Income from SECA 
a) General Fund Effect _ 0 -0.1 .. -0.1 ,-0.1 -0.1 -0.1 -0.1 . -0.1 -0.1 -0.1 ­
b) OASDI Effect 0 0.1 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.3. 

53 Extend Medicare Coverage & HI Tax 10 All State 
and Local Government Employees 0 1.6 1.6 1.5 1.5 1.4 1.4 1.3 1.2 1.2 

S4 Impose Excise Tax with Respect to Plans 
Failing to Satisfy Voluntary Contribution Rules 0 a a a a a a a a a 

55 Provide that Health Benefits Cannot be Provided 
thru a Cafeteria PlanlFlex Spend Arrangements 0 0.5 2.5 3.9 4.8 5.6 6.3 8.2 9.5 10.5 

56 Extendllncrease 25% Deduction for Health 
Insurance Costs ofSelf· Employed Individuals' -0.5 -0.6 -1.2 -1.3 -1.4 -1.5 -1.6 -1.8 -2.0 -2.0 

57 Limit on Prepayment of Medical Premiums - - - - - - - - - ~ Negligible Revenue Gain - • - - - - - - - • 
'58. Non-Profit Health Care OrgnslTaxable Orgns 

Providing Health Ins 8. Prepd Health Care Svcs - - - - •• - • - - Negligible.R evenue Effect - - • '. - • - - c ­

59·Trmt of Certain Ins Companies Under Sect 833 0 0 0.1 0.1 0,1 0.1 0.1 0.1 0.1 0.1 
60' Grant Tax Exempt Status to State Ins Risk Pools a .. a 0 0 a 0 0 0 0 0 
61 Remove $150 Million Bond Cap on Non-Hospital 

501(c)(3) Bonds a a a -0.1 ·0.1 -0.1 -0.1 -0.2 -0.2 -0.2 
62 Quafified Long-Term Care Benefits Treated as 

Medical Care; Clarify Tax Treatment of Long-. 
Term Care Insurance and Services' 0 a -0.2 . -0:3 -0.2 -0.3 -0.3 ~0.3 -0.4 -0.4 

63 Tax Treatment of Accelerated Death Benefits 
Under Lire Insurance Contracts a a -0.1 -0.1 -0.1 -0.1 ·0.1 -0.1 -0: 1 . -0.1 

64 Increase in Reporting Penalties for Nonemployees 0 a a a a a a a a 8 

Continued 



TABLE 2. PRELIMINARY ESTIMATES OF THE FEDERAL BUDGETARY EFFEGTS OF SENATOR MITCHELL'S PROPOSAL 
WITH MANDATE IN EFFECT 

(By fiscal year, in billions of donars) 

1995 1996 1997 1996 1999 2000 2001 2002 2003 2004 

65 Post-Retirement Medical/Life Insurance Reserves 
66 Tax Credit for Practitioners in Underserved Areas 
67 Increase Expensing Limit for Certain Med Equip 
66 Tax Credit for Cost of Personal Assistance Svcs 

Required by Employed Individuals 
69 Disclosure of Return Information to State Agencies 
70 Impose Premium Tax With Respect to Certain 

High Cost Plans 
71 Limit Exclusion ror Employer-Paid Health Benefits 
72 Indirect Tax Effects of Changes in Tax Treatment 

of Employer & Househol~ Health Ins Spending 

- - - - - - - - - - Negligible Revenue Effect - - - • - - - ~ - ­
a· -0.1 -0.2 -0.2 -0.2 -0.2 
a a a a a a 

0 a -0.1 -0.1 -0.1 -0.1 
• - - - - - - ­ - - No Revenue Effect - - - - - ­ - - - ­

0 a 0.9 2.2 3.3 6.1 
0 0 0 0 0 0 

0 -0.3 ~0.3 -0.7 -1.4 -2.1 

-0.1 
a 

a 
a 

a 
a 

-0.1 -0.2 -0.2 

9.5 
0 

10.2 
0 

11.2 
0 

-2.6 -11.1 -15.9 

a 
a 

-0.2 

14.7 
0.9 

-19.0 

TOTAL RECEIPT CHANGES 0.2 7.3 15.7 20.2 24.4 28.3 33.2 29.1 28.6 33.51 

MANDATORV CHANGES -2.6 -12~2 -4.7 4.5 9.0 13.0 6.0 -7.4 -16.5 -26.3 


CUMULATIVE MANDATORV TOTAL -2.6· -14.8 -19.5 -15.0 -6.0 7.0 13.0 5.6 ·10.9 ..37.3 


TOTAL CHANGES -0.1 -8.9 -4.3 2.7 6.7 12.6 5.5 -8.0 -17.3 -27,2 


CUMULATIVE DEFICIT EFFECT -0.1 ·9.1 -13.4 ~10.6 ..3.9 8.7 14.2 6.2 -11.1 ..38.3 


SOURCES: Congressional Budget Office; Joint Committee on Taxation 

NOTES: 

The budgetary treatmen~ of. mandatory premium payments is under review. 

The figures in this table include changes in authorizations of appropriations and in Social Security that would not be counted for pay-as-you-go scoring under the Budget 
Enfprcemen.t Act of 1990. 


Provisions with no cost have been excluded from this table. 


a. Less than $50 million. 

V"r.?~"7.""""""~"-- - ·'t-"I :'"~'-:--'-::'"7'':::. --. ...... :~\ .. ~:~"' 



TABLE 3. PRELIMINARY ESTIMATES OF THE STATE & LOCAL BUDGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL 
WITHOUT MANDATE IN EFFECT 

. (By fiscal year. in billions of dollars) 

1995 1996 1997 1998 1999 20.0.0 20.01 200.2 20.0.3 20.0.4 

OUTLAYS 

Medicaid· 
1 Discontinued Coverage of Acute Care 0 0 -17.9 -26.7 -29.8 -33.3 -37.2 -41.4 -45.9 -50.7 
2 State Maintenance-ot-Effort Payments 0 0 18.5 26.5 26.7 31.1 33.6 36.3 39.3 . '42.4 
3 Disproportionate Share and Vulnerable 

Hospital Payments al 0 0 1.1 ·0.8 ·0.6 -0.5 ~0.1 0.2 0.5 0.8 
4 Increase Asset Disregard to $4000 for Home and 

Community Based Services II a II II II II II II II II 

5 Offset to Medicare Prescription Drug Program 0 0 0 0 -0.5 -1.1 -1.2 ~1.4 -1.6 -1.7 
6 Administrative Savings .0. 0 -0..2 ·0.4 -0.4 . -0..5 -0.5 -0.6 -0.6 -0.7 

Total - Medicaid II . II 1f~ ····..;1;4 -2.6 .f4,3 .•....· -i5A.. ~;9 :;.a13,>· 

Administrative Expenses 
7 Expenses Associated with Subsidies 0. 0. 3.6 5.1 5.5 6.0. 6.5 7.1 7.7 8.3 
6 General Administrative and Start Up Costs 0. 0. 1.0 1.1 1.1 1.2 1.3 1.4 1.5 1.6 
9 Automobite Insurance Coordination 0. 0..3 0..1 0.,1 0.1 0.1 0.1 0.1 0.1 0.1 

Total- Administrative Expenses .0 0..3 ··.47 .<6.3 6.7 .•... 7;3.> ·...\.j3) 13.6 ..:~:~ •·••·· •.··'Jq~o 

PubHc Health Initiatives 
10 School Healll1 Clinics .0 0.1 ,Jjj•..•... ': ii:o;;i· 0.3 

RECEIPTS 

11 Revenue Conecled for Subsidy Administration 0 0. 3.6 5.1 5.5 6.0 6.5 7.1 7.7 8.3 

Total State Changes II .0.3 2,8 -0.0 -1.1 -2.5 -3.4 -4.9 -6.4 -8.0 

SOURCE.: Congressional Budget Office. 

a. The estimate assumes that states will continue to provide some assistance to hospitals serving disproportionately large numbers of uninsured or underinsured peopl~. 
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1995.,:;:~;;:~'f~~~~s 1997 1996 1999 2000 2001 .. 2002 2003 2004 

't!bGETARY EFFECTS OF SENATOR MITCHELL'S PROPOSAL .~/ . 
,,_.ItS OF THE STATE & LOCAL' 

\d~'~ii~y~t~r . 
Discontinued Coverage of Acute Care .: O:;,:",\:,.q';~O:\it~: :,~17.9 

2S~aleMain.tenance-or-Effort Payments .~~:::~:,~'.':~~i;;:<l~::~:~L .16.5 
3 Disproportionate Share and Vulnerable . .' 'i.: ;,.' 'fl,:·l!;.:.:,·.J':·"~A:;?'.' .. 

O,;.~ \. ,-. "" .. ' H it I P aI. osp a ayments • ,:,,;:.~\.:t' ;~"~(0';i '1.1 
4. Increase Asset Disregard to $4000 for Home and .;-. ".~~ }'::";;~~':';':::'<. 

. Community. Based Services a '''·'':'~i::··;.i ::::~!: ';:. a 
• • • • " t '- .•• -,~;'" ,- \ .. ~*" J t;-. -" 

50ftset to.Medlcare Prescription Drug Program 0:, ·.!~:::-;;.O.~::,:·,··;.; .. 0 
6 Administrative Savings O;';;}.;;l~'O\~"\.~·· :,>:/-.0.2 

Tota.l- Medicaid a·,:.::~~#:i.~~:!~:f.~~.;~;6.:i 
M~trative Experi~ . ~I<"::,:~~.."';'::':{. . 

. -+" '.'" ... (,J"~h ' ,;;' "'1' 
7 Expenses Associated with Subsidies 0 ·:·;:';~;0+il';;;·"'~,:3.6 
8 Genera,'Adminisirative and Start Up Costs 0 .i'.. ·.·.":0 ~;~~t~4;~~; '1:0 
9 Automobile Insurance Coordination 0 ';0.3,; :·:~"Zc;(! 0:t 

Total- Administrative Expenses 0'0.3' ':-':)·'.'.;,;.t1) 
, • .' ;, • ' ,,' .' : ~< ;':" " • 

'. '~11 - . 
Public Health Initiatives. _. '. ,': 

10 School Health Clinics , ,00,1'.\..,; <~9:;lf: 

C TOTAL OUTLAY CHANGES a 0.3 c' 6.4' 

RECEIPTS 

11 Revenue Collected for Subsidy Administration o o 3.6' 

Total State Changes a 0.3 . 2.8 

-26.7 
26.5 

-0,8 

a 
0 

-0.4 

:: .•~1:4 

5.1 
1.1 

. 0.1 
,',6.3 

.. • 

5.1 

5.1 

..0.0 

-29.6 
26.7 

. .(J.6 

a 
-0.5 
-0.4 
-2.6 

5.5 
1.1 
0.1 

.(H· 

(1;3 

4.4 . 

5.5 

-1.1 

-33.3 
31.1 

-0.5 

a 
-1.1 
-0.5 
~~.3. 

6.0 
1.2 
0.1 

·41.4 
36.3 

-5.0 

a 
-1.4 
:0.6 

'~1i}1 

7.5 
1.4 
0.1 

··9.ch . 

;''.1),5 

3.5 . 3.1 ·2.6 

6.0 6.5 7.5 

-2.5 

-37.2 
33.6 

-0.1 

a 
-1.2 
·0:5. 

'-5;{ 

6.5 
I 1.3 

0,1 

-45.9 -50.7 
39.3 42,4 

-5.2 -5.5 

a a 
-1.6 .1.7' 
-0.6 -0.7 

"f"n);.·: .... ·f6~2> 

8.2 8.9 
1.5 1.6 
0.1 0.1
ita.··.·.·. ;.10.~ 

0.• 2. 

-3.9 . -5.41 

6.2 B.9 

SOURCE: Congressional Budget OffICe. 

a. The estimate assumes that states will continue to provide some assistance to hospitals serving disproportionately large numbers of uninsured or underinsured people. 
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Table 5. Health Insurance Coverage 
(By calendar year, in millions of people) 

1997 1998 1999 2000 2001 2002 2003 ·2004 


Baseline 

Insured 224 226 228 229 230 232 . 233 234 
Uninsured 40 40 40 ...ll 42 ~ 43 44 

Total 264 266 268 270 272 274 276 278 

Uninsured as Percentage of Total 15 15 15 15 15 16 16 16 

Senator Mitchell's Proposal..,.Without Mandate in Effect 

Insured' 250 253 255 257 259 261 262 264 
Uninsured ...Jl ...Jl ...11 -H ---'A ...1! -H ...14 

Total 264 266 268 270 272 274 276 278 

Uninsured as Percentage of Total 5 5 5 5 5 5 5 5 


Senator Mitchell's Proposal ....With Mandate in Effect 


Insured 250 253 255 257 259 274 276 ·278 

Uninsured .n ...Jl ..ll -H -..H . --.Q ..-:.Q ~ 

Total 264 266 268 270 272 2?4 276 278 

Uninsured as Percentage of Total 5 5 5 5 5 0 O· 0 

SOURCE: Congressional Budget OffiCe. 

II. Includes people eligible for coverage under the enrollment outreach provisions of the proposal. 



Table 6. Projections of National Health Expenditures 
(By calendar year, in billions of dollars) . 

1997 1998 1999 2000 2001 2002 2003 2004 


Baseline 1,263 1,372 1,488 . 1,613 1,748 1,894 2,052 2,220 

Senator Mitchell's Proposal-Without Mandate in Effect 


Proposal 1,301 1,401 1,519 1,647 1,779 1,923 2,079 ·2,246 


Change from Baseline 38 29 . 31 . 33 31 29 27 25 

: 

Senator Mitchell's Proposal-With Mandate in Effect 

Proposal 1,301. 1,401 1,519 1,647 1,779 1.943 .2,093 2.254 

Change from Baseline 38 29 31 33 31 . 48 41 34 

SOURCE: Congressional Budget Office. 
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Table 6. Projections of National Health Expenditures 
(By calendar year, in biUions of dollars) 

1997 1998 1999 2000 2001 2002 2003 2004 


Baseline 1,263 1,372 1,488 1.613 ' 1,748 1,894 2,052 2.220 

Senator Mitchell's Proposal-Without Mandate in -Effect 

Proposal 1,301­ 1,401 1,519 1,647 1,779 1.923 2,079 2,246 

Change from Baseline 38 29 31 33 31 29 27 25 

Senator Mitchell's Proposal-With Mandate in Effect 

Proposal 1,301 1,401 1.519 1,647 1,779 1,943 . 2,093 2,254 

Change from Baseline 38 29 31 33 31 48 41 34' 

SOURCE: Congressional Budget Office, 
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Costs of Administering Subsidies in Senator Mitchell's Proposal 
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C'.I Estimates of the Number of Uninsured Children Covered Under the Mitchell Bill o 
o (Persons in millions, 1991)
1§1 

_._ .. _-_ .. _........... _­

~ -s 
z . 
Z..... u.t.!.l 
'"'J 

t 

t 

t 


~3 

Eligibles (1) Insured through Subsidies (2) 
Covered by Covered by 

low-Income Voucher (3) Children's Program (4) 

UninslIred Children «19yrs) 
less Than 1 00% Poverty 3.5 3.3 
1 00-185% Poverty 3.2 0.0 3.0 
185 - 300% Poverty 1.9 0.0 0.4 
Greater Than 300% Poverty 1.2 

All Uninsured Kids 9.7 3.3 3.4 

Total 
Covered 

3.3 
3.0 
0.4 

6.7 

~ ~...;t"!". (I) Based Oil March 1993 Current Population Survey.'. Protected to 1997 using CaD growth assumptions for the uninsured.-< 
VI Note that "pover1y" in these estimates includes transfer paymeIlts. \'If1ich wil! be excluded in the subsidy eligibility determination. 


$ (2) Both Ihe LOW-Income Voucner and Ihe Children'li Voocner may cover children. To make these categories 

mulually exclusive, it was assumed Ihat Ihe ctlildren would be covered by the subsrdy program Ihat is most generous. 


(3) Assumes 95% participalfon for persons with full subsidies, and 20% participation Jor those with partial subsidies. 
(4) These counts eslimate Ihe ineremental or additional number 01 children covered by the chllelren's voucher program. 

Assumes 95% par1icipation for persons willi fu II subsidies, and 20% participation for thcise with partial subsidies. 
Totals may nol sum due to rounding 
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~l DRAFT Preliminary Illustration 
0, 
o Mitchell Bill State Maintenance of EHort (MOE) Payments: 
""­
~' With and W"hout the Non-Cash Portion of Disproportionate Share (DSH) Payments
o 
o (Dollars in millions, fiscal years) , 

C§il 

I 

I 


CJ') 


L? 

Z ..... 
~ 
ILl...., 
t 

t 

t 

I 

1997­ 1998 1999 2000 2001 2002 2003 2004 
I 

iMOE (1) -18.5 -26.5 -28.7 -31.1 -33.6 -36.3 -39.3 -42.4 

iDSH (2) -2.2 -3.2 -3.5 -3.7 -4.1 -4.4 -4.8 -5.2 

MOE' Minus DSH -16.3 -23.3 -25.2 -27.4 -29.5 -31.9 -34.5 -37.2 

'RepresMts Jl4th 01 a year, due to implemel1lation on Janual)' 1,1997. 
Il.. 

(') CBO estimates rrom the Mitchell Bill Analysis = ""-
ILl (2) Assumes noncash portion equals 29% of tolal OSH. 
Il.. 
CJ') NOTE: Allhou,gh tile "MOE" line was calculated by the ceo, the "OSH- and "MOE Minus OSH" lines \vere not calculated bV cao. 
..: 
CJ') 

Thus, cao may have a dUferent estimate of the non-casll portion of DSHil1cluded in the MOE alld produce a different estimate of the MOE minus OSH. 

Ea 
24-Aug-94 

.-i 
N 
~ 
1­

.-i 
o 

"'" 
N 
o 
N 

@l 

o 

"'" 
lQ 

.-i 

0)"'" 
""­
"'"N 
""­
o 
00 



08/24/94 14:55 
IaI 003 

M\~ ~ 
Q8-Z2-9~ 06:48PM FROM DEMOCRATIC POLICY TO 83432 POOi./002 

Mitchell Bill 

Will Lower 


Health Care CostS· 


8I.BDDJlO 

82,400 
.•,....00 

82,aIlD.Da 

82,200 

.,UD.aO 


82,1"I.DD 

82.01lO.GO ....K--_ 

1887 premIum· 
CURRENT LAW 

1aa7 Premium'll 

MITCHELL•• 


. -B1,51d Oft average coats ror an indivIdual In a small busIness with 10 
WOrker•• 

""S&vl";a result il"om reducing cost. of uncompengQtad eare. and 

reduolng administrative and ovcnhaad eOAt~. 


http:82.01lO.GO
http:82,1"I.DD
http:82,aIlD.Da


\ 	 ~002,of , " \ 05/13/94 14:56 	 . :~.--.. -. 

.t'\,WJ\l R_ . 
.c: -- ­

INTRODUCTION 

o 	 Universal coverage must be a goal of any reform effort. Not only is 
universal coverage a humane objective, it is also necessary if we are to 
control spiralling health care costs and treat fairly those employers 
who now provide health care coverage. 

o 	 Some have suggested that we can achieve universal coverage without a 
mandate on employers or individuals. . . . 

o 	 Today I'd like to discuss the issue of mandates in health care reform, 
. and why I think a mandate makes sense as the way to achieve 
universal health care coverage. 

o 	 . The non-partisan Congressional Budget Office concluded that 
universal coverage would not occur under a voluntary health care 
system. State experience confirms that voluntary systems would leave 
many Americans without health care insurance. 

o 	 A mandatory health care system, on the other hand, would lead to 
universal coverage in CBO's estimation. State experience 
corroborates this conclusion., 

o 	 And despite claims to the contrary, studies and state experience show 
that an employer -mandate would not have a large net impact on jobs. 
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CURRENT VOLUNTARY SYSTEM IS NOT WORKING 


o 	 An increasing number of Americans are losing health insurance in 
today's voluntary market. In 1992, 39 million Americans were without 
insurance, up from 34 million in 1989. By 2004, CBO estimates that 
44 million Americans will lack insurance. Among the nonelderly: 

o 	 Most individuals with private insurance -- 63 percent -- receive 
coverage through an employer, while only 9 percent purchase 
private insurance through other means. 

o 	 Most of the uninsured -- 84 p'ercent -- are either workers or 
dependents of workers. 

o 	 The number of Americans with employer coverage dropped by 3· 
million from 1989 to 1992. 
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WHY WE NEED UNIVERSAL COVERAGE 

a Universal coverage is essential if all Americans are to receive 
adequate health care. Studies show that the uninsured do not receive 
timely or appropriate care. And when they finally do seek care, their 
. problems tend to be worse and more expensive to treat. 

o 	 For example, the uninsured are twice as likely as the privately 
insured to be hospitalized for diabetes, hypertension, and other 
conditions which could be treated in a doctor's office. 

a 	 And 71 percent of the uninsured report that they postponed 
seeking care which they felt they needed because they could not 
afford it, compared to 21 percent of the privately insured. 

o 	 Universal coverage is also critical to controlling health care costs. In 
its analysis· of Congressman Cooper's bill, CBO stated that one of the 
key features of any market-based mechanism to control health care' 
costs is universal health insurance coverage that eliminates cost shifts 
£raIn the uninsured to the insured. 

a 	 A 1991 Lewin study estimates that one-third of employers' 
current premium costs result from various forms of cost shifting, 
the largest part due to working spouses whose employers 
contribute nothing today. HSA would eliminate most of this 
cost shifting and significantly lower per worker costs for those 
employers who offer insurance today_ 

o 	 Furthermore, health policy experts warn that health insurance market 
reforms without a mandate could actually increase the number of 
uninspred as health insurance costs rise for low risk firms and 
individuals, causing them to drop out of the system, further raising 
premiums' for those in the system, causing more low ,risk firms and 
individuals to drop coverage, and so 'on. " ' 
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. EVIDENCE ON VOLUNTARY SYSTEMS 


o 	 Some have .suggested that we can achieve universal health care 
coverage by introducing insurance market reforms and subsidies into 
the current voluntary system.· But both CBO analyses and state 
experience demonstrate that such voluntary systems will not result in 
universal coverage. 

CEO Analysis ofManaged Competition Model: 

o 	 In its recent analysis of the Cooper bill, CBO concludes that a 
voluntary system of health insurance coverage which includes 
insurance market reforms and large subsidies for lower income 
households will not solve the problem of the uninsured. Even ten 
years after enactment CBO predicts 26 million Americans (or 9. 
percent of the population) would remain uninsured under Cooper. 

o 	 And the Cooper plan's partial solution -- which reduces the number of 
uninsured by just 40 percent -- is achieved only at a very large federal 
cost. A~su.ming a benefit package comparable to HSA's, subsidy costs 
in the Cooper plan exceed savings by $300 billion from 1996 to 2004~ 

o 	 While providing health insurance to 91 percent of all Americans 
moves closer to universal coverage, it stilI leaves out 26 million 
Americans, and continues the massive cost shifting that occurs in the 
current system. 

Stale 	F..xperience: 

o 	 State ~x:perience bears out CBO's conclusion that a voluntary system 
will not achieve universal coverage. 

o 	 Several states have unsuccessfully tried to expand health care coverage 
by providing financial inducements to voluntarily purchase insurance. 

o 	 For example, the Robert Wood Johnson Foundation ran. 
demonstration projects in ten states designed to make health 
insurance more affordable and available to uninsured small 
businesses and individuals. Strategies included increased cost 
sharing, premium subsidies -- up to 50 percent in some cases -­
for small firms and limiting pre-existing condition exclusions. 



141 00605/13/94 14:57 

o 	 But these projects had· modest impact: Tampa· had the' best 
results, and even there only 17 percent of non-insuring firms 
under 25 enrolled. in the project. . 

o 	 Critics cite reasons for these dismal results: area businesses were 
uninformed, the projects were too limited, and they took place in an 
unreformed insurance market. 

o 	 Yet Florida's universal coverage initiative suggests that even a 
well-publicized: state-wide system which includes 'voluntary 
alliances and market reform will not lead to universal coverage. 

o 	 In testimony before the Finance Committee earlier this year, . 
Governor Chiles indicated that Florida's voluntary market-based 
system will fall far short of its universal coverage goal, insuring 
only about 50 percent of the currently uninsured, and still leave 
10 to 12 percent of all Floridians uninsured after reform. 



raJ 00705/13/94 . 14:58 

MANDATORY SYSTEMS ACHIEVE UNIVERSAL COVERAGE . 

o 	 While a voluntary health insurance system would leave millions of 
Americans uninsured, a system which requires health insurance 
coverage would result in universal coverage. 

o 	 In its analysis of the President's health care bill, CBO concludes that 
the HSA~s employer/individual health insurance mandate would result 
in universal coverage. 

o 	 Hawaii's experience with a mandatory health insurance system 
supports CBO's conclusion that a mandatory system would achieve far 
greater coverage than a voluntary system. would. 

o In 1992, only 6 percent of Hawaii's population was uninsured,' 
the lowest rate of any state in the nation, compared to 15 

. percent nationwide. 	 Coverage is not universal in Hawaii 
because the state's mandateexc1udes Some groups, such as part­
time workers, the unemployed, and dependents of workers. 
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ECONOMIC IMPLICATIONS OF AN EMPLOYER MANDATE 


o 	 Despite claims by some that an employer rp.andate would destroy jobs, 
economists agree that an employer mandate with large subsidies for 
small business as included in the HSA will not have a large net impact 
on jobs. In fact, employers in general would be financially better' off 
under the HSA's employer mandate, since HSA's lower health care 
costs and generous employer subsidies reduce businesses' costs. In 
2004 alone, CBO estimates that businesses' health costs would drop by 
$90 billion. ' 

o 	 According to CBO, HSA's net effect on jobs would be minimal, and 
"would probably. have only a small effect on low-wage employment." 
Researchers at the Employee Benefit Research Institute, Lewin-VBI. 
the Economic Policy Institute, the Rand Corporation, and the Council 
of Economic Advisors agree that the HSA's effect on employment 
would be minimal_ 

, 0 	 While some economists suggest there may be fewer jobs in the retail 
and food service industries under HSA, they also suggest that any 
losses in those areas should be offset with gains elsewhere, including 
in manufacturing and health services. 

o 	 And although many economists agree that the greatest effect of an 
employer mandate could be on workers at or near the minimum wage, 
recent studies even call into question that eff~ct. 

o 	 A Princeton study found that when California raised its 
minimum wage by 27 percent in 1988, no job loss among low 
~age workers occurred, and overall employment in the retail 
trades was unaffected. Similarly, a Harvard-Princeton study 
found no negative employment effects in the Texas fast-food 
industry when the federal' minimum wage rose by 27 percent 
between 1990 and 1991. . . 

o 	 HSA, which would increase costs for the smallest Ininimum 
wage firms by no more than 15 cents an hour, should have a 
similarly small net impact on low wage firms. No firms receiving 
subsidies under HSA would pay more than 34 cents more an 
hour for minimum wage workers. In comparison, the last 
minimum wage increase was $0.90 an hour. 
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o 	 Actual experience at the state level supports these c9nclusions. While 
Hawaii has had an employer mandate in place since 1975, its economy 
performs better than the national average on several fronts. 

o 	 Since Hawaii instituted an employer mandate, its unemployment 
rate has dropped relative to the national· average, and private 
non-farm employment has increased almost twice as fast as in 
the United States as a whole. 

o 	 Hawaii's rate of business failure has been consistently lower 
than the national average. And Hawaii's small businesses have 
one of the lowest bankruptcy rates in the nation, and one of the 
highest rates of business startups. 
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INDMDUAL VS~ EMPLOYER MANDATE 


a 	 Up until this point, I have limited my discussion· of mandates to 
employer mandates. At this time I'd like to discuss how an employer. 
mandate compares with an individual mandate. 

o 	 The HSA, of course, requires both employers and individuals to 
contribute to the cost. of health insurance. Before subsidies, 
employers pay 80 percent of the average per worker premium, families 
pay no more than 20 percent of the average premium. Placing the 
bulk of the responsibility on employers makes sense for several 
reasons: 

o 	 It builds upon the current system, in which over 90 percent of 
private insurance is purchased through. the workplace with an 
employer contribution. 

o 	 84 percent of the uninsured are workers and their families, so it 
makes sense to cover them through an employer-based system. 

o 	 . Moreover, poll after poll shows that the American people believethat 
employers should contribute to their workers' health care costs: 

o 	 An April poll found that 66 percent of Americans favor an 
employer mandate. In contrast1 by a 69 percent to 26 percent 
margin, voters say .the President should veto legislation that 
covers everyone but requires employees to purchase insurance 
without help from. their employers. 

o 	 A February ABC/Washington Post poll found 73 percent of 
Americans favor federal law requiring all employers to provide 
health insurance. 

o 	 A February CBS poll found that Americans favor an employer­
based system over an individual requirement 53 percent to 27 
percent. 

o 	 The alternative to an employer mandate is an individual mandate 
which absolves businesses of any responsibility to provide health care 
insurance to their workers. Yet an individual mandate raises several 
concerns: 
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o 	 To make health care affordable to low and moderate income 
. individuals, an individual mandate would require substantial 
federal subsidies. Depending on how generous they are, these 
subsidies could increase federal costs relative to HSA. 

o 	 An individual mandate may reinforce the recent trend of 
employers dropping coverage. Businesses currently providing 
coverage may drop it under an individual mandate -- particularly 
if federal subsidies provide a safety net for their workers. 
Polling data indicate that this is exactly the outcome the public 
fears iIi the absence of an employer mandate. 

o 	 Some economists believe that even if employers do drop 
coverage, workers would be no w9rse off because employers 
would increase their wages to reflect any cut in health benefits. 

However, even if employers did passback wages to their 
employees,· there is no guarantee that it would occur 
instantaneously, nor that it would be evenly distributed 
among workers. 

I know I would have trouble convincing my constituents 
that they needn't w<;>rry about losing their health care 
benefits beGause some economists assure me that their 
bosses will make it up to them with salary increases. 
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CONCLUSION 

o 	 Despite huge and growing expenditures on health care, more and 

more Americans are without health insurance. 


a 	 If we are ever to control spiralling health care costs, we must assure· 

that al~ Americans are in the health care system. 


o 	 The only way to assure health care coverage for all Americans is to 

mandate coverage. Let me remind you again, CBO estimates that the 

HSA would result in health care coverage for all Americans, 

compared to the 26 mIllion left uninsured under a highly subsidized 

voluntary system with managed competition. 


o 	 State experienCes confirm that voluntary systems would leave many 

more Americans without health care insurance than would a 

mandatory system. 


o 	 State experience and economic analysis also demonstrate that an 

employer manqate would not significantly decrease net jobs, and. 

instead would enhance job opportunities for some. 


o 	 An HSA-like employer mandate builds on our current health care 

system and is favored by the American public. An individual mandate 

is much less popular with the public, and could be more expensive. 
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FOR IMMEDIATE RELEASE CONTACT: Diane Dewhirst 
Friday, August 19, 1994 202/224-2939 

STATEMENT OF SENATE MAJORITY LEADER GEORGE J. MITCHELL 
REGARDING HEALTH CARE REFORM PROPOSAL 

Upon introduction of my health care bill on August 2, I said 
that I welcomed constructive suggestions and alternatives to my 
proposal. Since that time a ,number of Senators have conveyed to 
me their recommendations for how my bill could be improved. I 
have taken all suggestions seriously and have given them careful 
thought. ' 

Today I received the recommendations of a bipartisan group 
led by Senators Chafee and Breaux. I am in the process of 
carefully considering their recommendations. ,I hope'torespond 
early next week. I believe there are a number of areas on which 
we will agree and others that may n~ed to be re~olved by the full 
Senate. 

As I review these recommendations, I will consult with other 
colleagues. I hope the result of all of our efforts will enable 
the Senate to reach agreement on a bill that will give all 
Americans the health care security they deserve. 
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Policy; 

Key policy elements of the President's plan can be summarized as 
follows: 

• 	 the plan provides universal coverage for all American 
citizens and permanent residents through regional health 
alliances, 

• 	 a uniform comprehensive benefits package will be provided by
health plans through alliances; 

• 	 employees of firms with 5,000 or fewer employees will obtain 
coverage through health alliance; employees of firms wit,h 
more than 5,000 will obtain coverage through the firm's 
corporate alliance or, at the firm's option, through health 
clliance; 

• 	 corporate alliances must follow many of the same rules as 
health alliances; they will have flexibility on other 
issues: 

• 	 Medicare, and Department of Defense (CHAMPUS) systems will 
remain separate for the short-term; they may be integrated
into the larger system after a number of years; 

• 	 Veterans and Indian health systems will operate like health 
plans, Veterans and Indians will have a choice of enrolling
with their own systems or with health plans open to the 
public; 

• 	 all federal, state, and local government employees will be 
part of health alliances {irrespective of size of employer}; 

• 	 employers will pay 80% of the average premium in the 
alliance where employee lives; the employee will pay the 
difference between the employer's share and the premium for 
the plan chosen by the employee; 

• 	 services in the comprehensive benefit package will include 
most services currently provided by major insurers and HMOs 
and most Be/BS organizations; 

• 	 sta.tes will be required 1:0 establish healt.h alliances which 
must conform to minimum federal guidelines regarding size, 
borders, premium rating, etc., only one health alliance per
region 

• 	 alliances must make sure premium increases meet:. federally 
set budgets, but states will be responsible for overruns in 
the long-term; 

• 	 health alliances will negotiate with health plans to provide
benefit package; wi~l the ability to refuse to contract 
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because of price, quality, discrimination, etc.; and 

• 	 there will be Additional funds and pro9r~8 to improve
public health infrastructure, gradually change delivery 
systems, reduce administrative costs, and reform the 
malprac~lce sys~em. 

While many issues have been resolved; there aT,A a number of 
unresolved issues: 

• 	 the finan~in9 mechanism, i.e., the mechanism by which 
employers and individuals will pay premiums, has not been 
finalized; 

• 	 other key, unsettled financial issues include. (1) the 
amount and mechanism for subsidies for unemployed
individuals, lOW-income individuals, and low-wage businesses 
and (2) the tax treatment of health benefits. 

• 	 Medicaid recipients will be integrated into the system;
there are several options under consideration to determine 
how such integration will occur. 


