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IMPACT OF THE HEALTH SECURITY ACT ON NEW YORK: YEAR 2000
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EXPENDITURE CATEGORIES W/0 REFORM REFORM SAViNGS I
Employers’ Share of the Premiums =
Total Employer Premium Payments: $23.6 billion $22.5 billion $1.1 billion
All Firms =
Total Employer Premium Payments: $23.6 billion $19.9 billion $3.7 billion
Employers Currently Offcring Insurance . . .
Premium Payments as a Percent of Payroll: 7.9% 6.7% 1.2%
Employers Currently Offering Insurance
Premium Payments Per Worker: $3.497 per $2,948 per $549 per
Employers Currently Offering Insurance worker worker worker
{4291 /month) (6246 (s46
- | [month) /month)
Famifies’ and Iladividusls’ Share of the Premiums
Total Worker Premium Payments: $4.8 billion $4.3 billion $454 billion
All Firms —
Total Worker Premium Payments: $4.8 billion 63.6 billion | $1.2 million
Workers in Firms Currently Offering Insurance L
Worker Premiums: $708 per $531 per $177 per
Workers in Firms Currently Offering Insurance worker worker worker
($59 /month) {$44 /month) (615
R T /month)
New Federal Funds for Discounts — §5.4 billion -
State Expenditures on Active State Employees $1.1 billion | $980 million | $162 million
State Expenditures on Early Srata Retlrees 398 mllllon = $49 mllllon $48 mllllon
State M!dlcald Exendrtures $22.6 billion $17.7 billion $4 S billion
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$129 rnillion

Funds from the Public Health {nitiatives
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NOTE: Numbers may.not sum to totals duc 10 rounding.
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Il. HEALTH SECURITY ACT: Major Policy Changes Affecting States

The following is a brief description of some of the major policy changes under
the Health Security Act that affect state expenditures. *

UNIVERSAL COVERAGE & COST CONTAINMENT UNDER THE HEALTH
SECURITY ACT

The Health Security Act guarantees all American citizens and legal residents
coverage under a comprehensive package of benefits. Coverage continues
with no lifetime limits regardless of a change of employer, employment status,
marital status or medical condition.

The Health Security Act relies on the requirement of shared responsibility for
the purchase of health coverage. It strengthens the private, employment-based
system and augments it with 8 commitment to make the purchase of coverage
affordable through discounts to small business and families.

The Health Security Act carries 'out the commitment to control the rising costs
of health care by: : '

(1) Consolidating the purchasing power of consumers so that private payers
in a competitive market can slow the growth of health insurance
premiums. This process is backed up by a cap on the growth of
insurance premiums.

(2) Reducing the rate of growth of the Medicare and Medicaid programs ‘
without reducing benefits or care. >

PREMIUMS UNDER THE HEALTH SECURITY ACT

Under the Health Security Act, health coverage is purchased in two shares:
the individual or family share and the employer share. Each individual or family
purchases a health plan designed to cover one of four categories by family

type:

(1) A single adult policy;

(2) A policy covering two adults;

(3) A policy covering a single parent with children; and
(4) A policy covering two parents with children.

°Notc: This analysis includes the major ways thar statas will be atfected by the Health Security Act;  other sectors
that will be attected, such as hospitals and local gaverinents, are not described in this report.
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Employers' Share of the Premiums

Generally, employers pay 80 percent of the weighted -average premium
calculated on a per worker basis within a regional alliance for the appropriate
family type policy:' Additionally, an employer may choose to pay part or all of
the family share of the premium.

Employers' premium payments within regional alliances are capped. At full
implementation, employers purchasing coverage through regional alliances will
pay no more than 7.9 percent of payroll for health coverage for their workers.
Businesses with fewer than 75 workers .receive discounts that peg their
payments to a sliding scale (3.5% to 7.9% of payroll) based on size and
average wage.

Families’ and Individuals' Share of.the Premiums:

The family or individual pays the difference between the employer share and
the actual premium of the health plan in which they choose to enroll. Those
who choose to enroll in a lower-cost plan will pay.lower premiums than those
who choose higher-cost plans. .

For families and individuals, as well as employers, premium payments are
capped. Individuals with an annual income of $40,000 or less pay no more
than 3.8 percent of their income toward their share of the premium. Those
with incomes below 150 percent of poverty pay less than 3.9 percent of their.
income.

MEDICAID UNDER THE HEALTH SECURITY ACT

Under the Health Security Act, Medicaid recipients under the age of 65 enter
the alliance system to obtain the guaranteed comprehensive benefit package.

People not on cash assistance who now receive Medicaid choose their health
plan and may qualify for discounts based on income, like other eligible
individuals and families. States contribute toward premium discounts for their
state residents by maintaining current Medicaid spending efforts for this
population.

1The weighted average premium is the aversge of the accepted bids for all health plans in the slliance, weighted to
raflact enrolliment of aligible individuals among the plans. For each class of enrollment (i.e., single, couple, family}, Tha
emplover payment is the product of the weighled average premium and the nunbar of full-time aquivalent employees
employad by the amployer and enrolled in each class of enroliment in the previous month.
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Individuals who qualify for Aid to Families with Dependent Children and
Supplemental Security Income also choose their own health plans through
regional alliances. The federal and state governments make premium payments
for these individuals based on current state and federal Medicaid expenditures.

For low-income children under the age of 19, a new program is created to
provide services currently offered under Medicaid but not included in the
comprehensive benefits package, such as hearing aids and non-emergency

transportation. States maintain current spending for children receiving cash .

assistance.

State expenditures on Medicaid will decrease under the Health Security Act for

. several reasons:

. Coverage of current cash-eligible Medicaid recipients through regional
alliances: Acute care spending for cash-eligible Medicaid recipients will
decrease because of their inclusion in regional alliances, where costs
may be controlled more effectively. States will pay a capitated premium
for these services that is based on 95 percent of current expenditures
for this population. In addition to this. reduction in expenditures, states
will no longer make disproportionate share payments for their cash-
eligible populations.

. Coverage of current non-cash eligible Medicaid recipients through
regional alliance} and the new program for children's supplemental

services: Expenditures for non-cash eligible Medicaid recipients, like
those for cash eligibles, will be reduced due to their inclusion in regional
alliances. Although the states will make maintenance of effort (MOE)
payments based jon current expenditures for acute care services and
disproportionate share for this population, these payments will not grow
as rapidly as urder the current system. Additionally, the Federal
govermnment will assume the costs of supplemental services for Medicaid
eligible children. Because the MOE payments for cash eligible children's
supplemental services will grow at a slower rate than do current
expenditures for these services, states will achieve savings.

NEW LONG TERM CARE PROGRAM UNDER THE HEALTH SECURITY ACT

The Health Security Act|creates a new home and community-based long-term
care program for individuals with severe disabilities regardless of income or
age. The program is fipanced by:

@oos
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. Federal Government: New federal funds are allotted to states based on
a formula that includes the number of persons with severe disabilities
among other factors. Additionally, current federal Medicaid expenditures
for these services for the severely disabled will be used to fund the new
program to the extent that current Medicaid eligibles are served in the
program. The federal share of public costs ranges from 78 to 95
percent when fully phased in.

. States: State spending for the new program will be matched by the
federal government, although at a rate substantially higher than that of
the current Medicaid program. Part of the state funds will come from
the transfer of Medicaid cxpenditures for community-based long-term
care for the severely disabled. At the most, states will pay between 5
and 22 percent of the public program costs.

. Individuals: Participants will contribute based on their income.

States have the flexibility to organize services to meet their populations’
diverse needs; at a minimum, states must provide personal assistance with
activities of daily living. States have the option to continue to provide
community-based long-term care services under the state Medicaid program.

PUBLIC HEALTH INITIATIVES UNDER THE HEALTH SECURITY ACT

The Public Health Initiatives under the Health Security Act will provide states
and communities with new funds to create partnerships between government,
alliances, health care providers, and communities that will:

. Enhance the capability of communities to protect the health of their
populations and to address high-priority local health problems;

. Increase the number of minorities in health professions, support
graduate nurse training initiatives, and expand training projects for
primary care physicians and physician assistants;

. Assure access to essential health services for all Americans, particularly
low-income, isolated, hard-to-reach populations; and

. Provide the knowledge and information systems necessary to prevent
diseases and provide medical care more appropriately and efficiently.

Due to universal coverage under the Health Security Act, most personal health
services provided the Public Health Service will be paid for by insurance.

@oo9
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1. BACKGROUND: New York and Health Reform

Over the past decade, state governments, residents, and employers have faced
rapid increases in the already high health care costs.

Between 1980 and 1991, spending in New York for hospital care,
physicjan services, and prescription drug purchases in retail outlets rose
at an average annual rate of 10.1%. (1)

In 1992, New York ranked first among all states in Medicaid payments
per recipient, at $5,975 per recipient. These expenditures amounted to
almost a quarter of New York's state budget in 1992. (2)

New York - Health Care Environmem STATISTICS RANK
Toral Nonaldarly Papulation Uningured (1891) (3) 2.5 million 28th
(12.3%)

Percentage of Population Covered by Medicaid (1991) (4) _ 14.0% 4th
Medicaid Payments per Recipient (1992} (2) $5,875 1st
Medicaid Expenditures as a Percant of Total State Expenditures {1992) (2) | 22.6% Sth
Percentage of Populatlon In Underserved Areas (5) 14.2% 27th
{nfant Mortality Rate per 1000 Live Births {1991) (6) - 9.4 16th

New York has taken several steps to control the rise in health care costs and
to increase access to health care for its residents. (7.8)

In 1992, New York enacted small group (3-50 employees) and individual
insurance market reforms which require guaranteed issue and renewal,
limits on pre-existing condition waiting periods, pure comniunity rating
with adjustments for family composition and geography, and mandatory
reinsurance or other types of risk-sharing mechanisms.

Since the 1970s, New York has operated a multi-payer hospital rate
setting system.

New York has been conducting a demonstration project for data
collection and electronic claims processing in which participating
hospitals submil uniform electronic claims to a data clearinghouse,
which batches claims and forwards them to insurers for payment.
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