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COMPARISION OF BENEFIT PLANS -
(Administration Premium Estimates) 

+ The HSA benefit package is at about the midpoint of benefit packages offered by large corporations. 

+ Using Administration premium estimates for the single adult premium, the premium for the HSA benefit 
package would be about $215 per year, or· 12o/o, more than the comparable premium for the lower-end of 
the benefit plans offered by Fortune 500 companies.* 

• The HSA benefit package is about $270 per year, or 12%, less espensive than the premium for an upper­
end of benefit plans offered by Fortune 500 companies.• 

* Estimates from Actuarial Research Corporation 
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BENEFIT PLANS 
Comparison to Plans Offered By 

Fortune 500 Finns 

$1,718 $1,932 

Low-End Employer Median Employer 
Plan (20th Percentile) Plan I Health 

Security Act 

• Administration estimates for single premium. 

$2,200 

, 

High-End Employer 
Plan (90th Percentile) 
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BENEFIT PLANS 
Comparison to Plans Offered By 

Fortune 500 Firms 

$1,956 $2,200 

Low-End Employer Median Employer 
Plan {20th Percentile) Plan I Health 

Security Act 

• CBO-like estimates for single premium. 

$2,500 

, 

High-End Employer 
Plan (90th Percentile) 
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MEDICARE BENEFIT PLANS 
Comparison of Alternative Benefits for 

Individuals Enrolled in Regional Alliance 

$1,565 

Medicare - Current 
Policy 

$1,716 

Medicare with 
Drugs 

$1,840 

Medicare with 
Drugs and Out­
of-Pocket Cap 

-t. 

-1 * Administration estimates for those enrolled in regional alliance. 
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FEDERAL DISCOUNTS 

t Reducing benefits for fee-for-service plans to the lower-end level offered by Fortune 500 companies 
would lower premium discoWlts by about $32 billion over five years (assuming Administration 
premium estimates). 

t If HMO and PPO cost-sharing remains at ·the. level proposed by the HSA, federal discounts for cost 
sharing provided to the poor and near poor would increase by about $25 billion over five years. 

• 

• 

• 

Under HSA, cost-sharing discounts are not provided to people who enroll in HMOs or PPOs 
because the level of cost-sharing is low (AFDC and SSI recipients pay a lower level of cost­
sharing). 

If no HMO or PPO is available below the average premium, however, federal discounts are 
provided to people with incomes below 150% of poverty. The discount brings the level of cost­
sharing down to the HMO/PPO level (a reduced level for AFDC and SSI recipients, but with no 
additional payment) . 

• Reducing the premium for fee-for-service plans but not for HMOs would mean that there would 
be far fewer HMO plans below the average premium, and therefore higher cost sharing 
discoWlts . 

The net effect on federal discounts would be a decrease of about $7 billion over five years . 



FEDERAL DISCOUNTS 
Premiums* & Cost-sharing Discounts: 1996 - 2000 

Assumes HMO/PPO cost sharing does not change 
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$100 

$320 

$35 

$285 
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$327 
$10 

$317 

Health Security Act 

· Plan Comprehensiveness 

·*Administration premiums. 

In Cost-sharing Discounts 

• Premium Discounts 
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Assumes HMO/PPO cost sharing does not change 

$400 $387 $396 
$12 $42 

en 
g $300 $384 ·---·-co $345 
c: ·-
~ $200 
cu -
0 
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$100 

$0---
20th Percentile Health Security Act 

Plan Comprehensiveness 

* CBO-fike premiums. 

fZJ Cost-sharing Discounts 

•Premium Discounts 



FEDERAL DISCOUNTS 
Premiums* & Cost-sharing Discounts: 1996 - 2000 

Assumes HMO/PPO cost sharing increases 
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* CBO-Jike premiums. 

IZJ Cost-sharing Discounts 

•Premium Discounts 
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FEDERAL DISCOUNTS 
Premiums* & Cost-sharing Discounts: 1996 - 2000 

Assumes HMO/PPO cost sharing increases 

$400 

en 
5 $300 
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$265 
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$255 
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Health Security Act 

·Plan Comprehensiveness 

* Admjnistration premiums. 

1ZJ Cost-sharing Discounts 

•Premium Discounts 
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DifYerences between BSA Premium and BC/BS Standard 

Dollar impact of differences on BSA single premium ($1,932) 

HSA Premium Above BC/BS Standard 

(1) Mental Health 

(2) Preventative 

(3) Colmurance 

(4) Cost-sharing maximum 

(5) Other differences 

· Total of benefits above BC/BS 

HSA Premium Below BC/BS Standard 

(1) 

(2) 

Hospital cost sharing 

Prescription drug cost sharing 

Total of benefits below BC/BS 

Net difference between 
HSA and BC/BS standard 

s 97 

90 

116 

114 

87 

$504 

$147 

143 

$290 

$214 

141011/018 
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Per Admission Ded. 

Emer. Rm. Copayment 

Inpatient Surgery 

Delivery 

Outpatient Visits 

Outpatient Surg. ' 

Ambulance 

Prescriptions 

Cost-Sharing to Reduce ~O Premiums 

Health Security Act 10% Reduction 7.5% Reduction 

$0 $250 $125 

$10 $100 $50 

$10 $100 $50 

$10 $100 $50 

$10 $15 $15 

$10 $50 $25 

$0 $50 $50 

$5 $10 $10 



BENEFITS: THE HEALTH SECURITY PLAN COMPARED 
WITH CURRENTLY OFFERED PLANS 

BENEFITS HEALTH SECURITY ACT PLAN BLUE CROSS HIGH-END/ 
MEDIAN FORTUNE 500 PLAN STANDARD,FEHBP/ II CAD! LLAC fl PLAN 

LOW-END FORTUNE 
500 PLAN 

LOW COST HIGH COST 
SHARING (HMO) SHARING ( FFS) 1 

Medioal Plan No lifetime dollar No lifetime dollar Lifetime maximum for Lifetime maximum for 
K&ximwn maxi!l\\Jm liroit 111axim\1RI linli t organ/ tissue trans- inpatient substance 

plants, mental abuse 
health and substance 
abuse 

Out-of-Poaket2 $1500 I individual $1500 I individual $3000 I individual $1,000 per covered 
$3000 I fanaily $3000 I family $3000 I faJDily individuals - does 
aaxi111.um maximUlll not include 

deductibles 

Dec:luotiblea None $200 I individual $200 I individual $100 I individual 
$400 I family $400 I family S200 I family 

Inpatient Full coverage, no 201 coinsurance $250 per ad.mission Full coverage in-net-
l:loapitaP coinsurance deductible work; 

No dollar or day No dollar or day 20% coinsurance 
maximum maximum No dollar oc day out-of-network 

maximUll\ 

l. FFS - fee for service. 

2. Deductibles counted toward out-of-pocket limits. 

3. Mental health and substance abuse have sepat·ate provi:iions, see below. 

MEDICARE UNDER 
CURRENT LAW 

No lifetime dollar 
l1laX ilrlW11 limit 

Part A: $696 in 199t 
Part B: $100 in 1994 
Blood: No payment 
for first J pints 

Coinsurance: $0 for 
dayis 1-60 and 
S174/day for days 
61-90 per benefit 
period 

60 Lifetime reserve 
days with 
coinsurance of 
.$348/dav 

.... .... 
0 
c.o 

1§1 
0 .... 
c.o 

' 0 

I~ 



BENEFITS HEALTH SECURITY ACT/ BLUE CROSS HIGH-ENO/ 
MEDIAN FORTUNE 500 PLAN STANDARD, FEHBP/ "CADILLAC" PLAN 

LOW-END FORTUNE 
500 PLAN 

LOW COST HIGH COST 
SHARING (HMO) SHARING (FFS) 

Ooatora Off ice $10 copay per visit 20'11 coinsurance 25\ coinsurance 20\ coinsur-ance 
Viait.a, Hoapi-
tal Out- No dollar- or visit No dollar or visit 
pat.ient maximum maximum 

:>utpatient Full coverage 20\ coinsurance 25\ coinsurance Full coverage in-net-
l'...:d>o~atory, work 

iolow, and 20\ coinsurance out-
:>iagno•tia of-networ-k 
;ervj • 

C"9enav $25 copay per 20'i coinsucance Full coverage within Full coverage - re-
visit, waived in 72 hrs. of accident quired plan notifica-
emergency tion within 48 hours 

?revt!ntive Full coverage, F'ull coverage, 25\ coinsurance 100\ well-baby; 
lervi •' based on based on prenatal 

periodicity periodicity lOOi well childcare 
schedule schedule 

4. Including well-child and prenatal care, periodic health exams, tar-geted tests and vaccines, 

MEDICARE UNDER 
CURRENT LAW 

Doctor-s coinsurance: 
20\ of Medicare ap-
pC"oved amount 

Outpatient services 
coinsur-ance: 20% of 
billed amount 

No balance billing 
allowed 

Coveced the same as 
nonemergency (see 
Doctors/hospital 
outpatlent above) 

Only specific ser-
vices cove red: 
influenza, hepatitis 
B and pneWD.ococcal 
vaccines, llLllillJD.og-
raphy and pap s-
mears. Heptatis B, 
mammography and pap 
smears subject to 
Par-t B deductible 
plus 20i co-
insurance. 

0 
c.o 
' .0 
to-' 

' «> ..... 

0 
c.o 

..... 
0 
to-' 



BENEFITS HEALTH SECURITY ACT/ BLUE CROSS HIGH-EHD/ 
MEDIAN lrORTUNE 500 PLAN STAN.DMD, FEHBP/ "CADILLAC" PLAN 

LOW-END FORTUNE 500 
PLAN 

LOW COST HIGH COST 
SHARING (HMO) SHARING {FFS) 

Preacription $5 per prescription $250/year $50 deductible 20, coinsurance 
Drug a deductible 

SOi coinsurance for 
20i coinsurance 40• coinsurance drugs for treatment 

of mental or nervous 
conditions 

Inpatient. Men- Full coverage l day deductible $250 per admission 20i coinsurance 
t;tl Health 20\ coinsurance deductible; 40'ii precertification 
(MH) and coinsurance r:"equired 
Sub•t.anoe 30 day annual limit 30 day annual limit 
Abu•e (SA)~ with 30 additional with 30 additional Unli.Jllited days Substance abuse: Full 

days available days available coverage in-network 
under certain under certain $3, 000 maximum for 
circumstances c.i rcum.s t aince.s .substance abuse 20\ coinsurance out-

treatment proqram - of-network; 30 days 
20 day 1Pax. per stay; 2 stays 

maidmwo. 
$50, 000 li t'etime 
ma id.mum 

5, In 2001, inpatient and outpatient MH/SA lilllitations and higher cost sharing are phased out. 

MEDICARE UNDER 
CURRENT IJl..W 

190 days lifetime 
limit in ~.edicare 
participet ing 
psychiatcic 
hospitals 

Psychiatric 
treatment in 9eneral 
hospitals same as 
inpatient hospital 
benefit above 

0 ... 

1§1 
0 ..... 
Cll 

' 0 ..... 
00 



BENEFITS 

Outpatient 
Mental Health 

:>utpatient 
!;ubat.ance 
11.buae 

HEALTH SECURITY ACT/ 
MEDIAN FORTUNE 500 PLAN 

LOW COST 
SHARING (HMO) 

All outpatient 
except 
psychotherapy - $10 
I visit 

Psychotherapy - $25 
I visit; 30 visits 
annual maxi.mum; 
with additional 
days available as a 
substitute for 
inpatient days 

Hospital 
alternatives - full 
coverage for first 
60 days (available 
only as a substi­
tute for inpatient 
days) ; 60 ad­
ditional days under 
certain cir­
cumstances) 

30 group therapy 
visits subsequent 
to treatment in 
inpatient or inten­
sive nonresidential 
settinqs 

For individuals not 
initially treated 
on an inpatient or 
intensive nonresi­
dential basis, 4 
visits for 1 inpa­
tient day trade 

HIGH COST 
SHARING (FFS) 

All outpatient 
except 
psychotherapy - 20% 
coinsurance 

Psychotherapy - 50\ 
coinsurance; JO 
visits annual max­
imwn; with addional 
days available as a 
substitute for 
inpatient days 

Hospital alterna­
tives - 1 day 
deductible; 20% 
coinsurance for 
first 60 days (av­
ailable only as a 
substitute for 
inpatient days); 60 
additional days 
under certain cir­
cumstances. 

JO group therapy 
visits 
subsequent to 
treatment in inpa­
tient or intensive 
nonresidential 
settings 

For individuals not 
initially treated 
on an inpatient or 
intensive nonresi­
dential basis, 4 
visits for 1 inpa­
tient dav trade 

BLUE CROSS 
STANDARD, FEHBP/ 
LOW-END FORTUNE 
500 PLAN 

40\ coinsurance; 25 
visits annual maxi­
mum - includes 
partial hospital­
ization and visits 
foe outpatient 
substance abuse 

$50,000 lifetime 
maximum 

Subject to mental 
health limits 

HIGH-END/ 
"CADI Lr.AC" PLAN 

20' coinsurance f oc 
employee 

20' coinsurance for 
dependent 

20\ coinsurance; 30 
visit maximum 

MEDICARE UNDER 
CURRENT IJ\W 

SO\ coinsurance of 
Medicare allowed 
amount 

Medication manage­
ment 20' coinsurance 

50\ coinsurance of 
Medicare allowed 
amount 

Medication manage­
ment 20% coinsurance 

.... .... 
0 

"'" 



BENEFITS HEALTH SECURIT'i A.CT/ BLUE CROSS HIGH-DID/ MEDICARE. UNDER 
MEDIAN E'ORTUNE 500 PLAN STANDARD, FEHBP/ nCADILlAC" PLAN CURRENT LAW 

LCW-END FORTUNE 500 
PLAN 

LOW COST HIGH COST 
SHARING (HMO) SHARING (FFS) 

Ho•pice f'ull covera9e 20\ coinsurance LOO\ coverage for Full coverage Medicare pays all 
home hospice; $250 but limited costs 
per admlssion for for inpatient re-
inpatient hospice spite care as long 
with 5 consecutive as doctor certifies 
day li111it need 

H Health Full coverage as 20% coinsurance as ZS'll coinsurance 20\ coinsurance Part B: 10\ 
(tnlt/ l.>ttended inpatient alterna- inpatient alterna- copaYJll.ent on all 
Care (ECF - tive tive Covers 25 visit5 visits except those 

and Rehab home nursing care received within the 
Boapitala) 100 day annual 100 day annual first JO days of an 

limit extended care limit inpatient hospital 
facilitie5 extended c~re discharge. 

facilities 
SNF: No coinsurance 
first 20 days; days 
21-100, $87/day; no 
coverage beyond 
lOOth day 

Routine Eye $10 per exam, 1 set 20\ coinsurance Not covered Not specified No coverage for 
EJCamB, of eyeglasses routine eye exams or 
Eyeglaa•e• eye glasses except 

Glasses limited to Glasses limited to conventional 
children <18 children <18 lenses after cata-

ract surqerv 

Pl'eventive and $l0 I visit 20~ coinsurance; Covered at fee No deductible; no No coverage for 
$50/year schedule coinsurance; 111inor dental care or 

I C"9ency Preventive services deductible on minoc restorative; 50, dentures 
Dental ' limited to children restorative coinsurance on major 

<18 restorative 
Preventive secvices 
limited to childcen 
<18 

?r:enatal Care E\Jll Coverage Full Coverage 25\ coinsurance 20% coinsurance Part 1\ and Part B 
coveraqe same as all 
other Medicare 
services 

6. In 2001, adult prevention and treatment, and orthodontia for severe malocclusion in children are added. 

..... ..... 

cj 
N 
0 
N 

..... 
0 ..... 
..... 
c.o 
N ..... 

1§1 
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' 0 ..... 
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BENEFITS HEALTH SECURITY ACT/ 
MEDIAN FORTUNE 500 PLAN 

LOW COST HIGH COST 
SHARING (HMO) SHARING (FFSI 

Outpatient $10 copay p.er vis- 20\ coinsurance; 
Rehahili ta tion it; reassessed at 60 

reassessed at 60 days for continuing 
days for improvement 
continuing improve-
ment 

Durable Medi- Full coveraqe 20\ coinsurance 
cal Equipment 

BLUE CROSS HIGH-END/ 
STANDARD, FEHBP/ "CAD1Ll.AC" PLAN 
LOW-END FORTUNE 500 
PLAN 

25111 coinsurance 20% coinsurance 

25 visit limit 

25.'li coinsurance Not specified 

MEDICARE UNDER 
CURRENT LAW 

Short-term restor-
ative rehabilitation 
and establishment of 
maintenance program 
subject to Part B 
deductible and coin-
surance 

Outpatient physical 
therapy and occupa-
tional therapy 
limited to 
$900/year furnished 
by independent 
therapists 

Coinsurance: 20\ of 
Medicare amount. No 
balance billing 
allo.,ied. 

I-' 
I-' 

0 
(II 

I~ 
00 

' 0 
I-' 
00 



SUMMARY OF MODELS UI Modal 138: UI Modal 138: WH Modal 1:11A: WH Modal 1388: 
PRESelTED TO &.L. HSA 12% Ind. W11g9 Same8SUI SameasUI 

(Nole: Margiial Cllp wllh 5.5%-12% Model 138bl.t Model 138 but 
-lorHOUM- tar ftmw < 75; CBO wll'l 2.1%-12% wllh 2.1%-12% 
Hold Suboldleo PNmlume far <10 Inna. for4511nnL 

•ol51211M .... moolher [Retreat Model 1) [Scenario A) MaxUcg""""'" 
than specified ii Mix ~Jn<W.lai· ~ 
HSA) Qlll:llllGl.ag 

•--uni:• ,...,,,,,_uni:\ •----uni:\ ,__.,._uni:• 

Tocal ~ PaylTWU 
1 Year (1994) ($m) 225,245 226,847 221,292 217,573 

A-age~er 
Paymento per Farrily 2,176 2,192 2,138 2,102 

Tocal F"""'Y Payn.its 
1 Year (1994)($m) 58,357 60,398 60,398 60,398 

A~ Farrilf Olrec:c 
P......,,, Paynwa 564 584 584 584 

Gollemment Subsidies: 
1 Year (1994) ($m) 88,170 82,096 87,651 91,370 

errplafer 40,082 34,489 40,044 43,763 
houoehold 48,088 47,607 47,607 47,607 

Gollemment Subsidies: 
5Years($m) 396,000 359,00S 383,293 398,950 

errployer 179,000 145,199 168,585 184,242 
houoehold 217,000 214,708 214,708 214,708 

Gollemment Subsidies: 
10YMrS($m) 1,082,000 962,004 1,028,387 1,072,829 

errplafer 521,000 412,144 478,526 522,968 
houoehold 561.000 549,861 549,861 549,861 

Select Revenue Estrr..tea: • 
Corporate Aaesarrenl 7,&XJ 40,&XJ 40,&XJ 40,&XJ 
Other Rwenue 19,300 24,&XJ 29,400 33,SOO 
Total (5 YMrS) 26,900 65,200 70,000 74,400 

Select Revenue Estimates: • 
Corporate Alleslmenl 15,200 81,200 81,200 81,200 
Other Revenue 38,&XJ 49,200 58,800 67,&XJ 
Total (10 YMrS) 53,800 130,400 140,000 148,800 

Net Effect on Defd • 
(5 Year.;) 74,000 (394) 18, 193 29,450 

Net Effect on Defd • 
(10Years) 126,000 (70,596) (13,813) 21,829 

• Revenue es!imates al9 for those """l'O<'Onll that dllfer from HSA. Delicit elfec<s are relative lo current system. 
- May Under.;tate Outsourcing 

UI Modlll 142: UI Modal 140: UI Modlll 131: UI Modal 132: 
SameasU1 Same as UI 7.9% Ind. W11119 12%1nd.Wage 
Modll 138 but Modal 142 but Cllp wllh 3.S"J(,..7.9% Cllp With 5.5%-12% 
empav• nmndmlll prwnimls5% tar am. < 75; far flmw < 75; 
1a 50% ntMd of i.i-ceo 50%'•~ CBOPNml~ 

'°"" ecarlng of HSA. CBO Premluma-6'% [R-Model2) 
[Scenar1oC) [R-Model3) 

, ___ ..,,..., 
·----"""'' ·---"""' •----uni:\ 

189,798 183,331 187,771 218,242 

1,834 1,771 1,814 2,108 

103,757 98,384 86,015 57,430 

1,002 951 831 555 

75,522 69,448 76,906 75,SffT 
10,182 8,879 17,956 30,800 
65,340 60,569 58,950 44,767 

337,550 310,547 341,455 331,SffT 
42,866 37,381 75,591 129,668 

294,683 273, 166 265,865 201,899 

876,352 906,676 895,435 885,119 
121,675 106, 104 214,562 368,060 
754,677 6911,572 680,873 517,059 

41,&XJ 41,&XJ 41,000 41,000 
45,700 58,400 58,000 27,000 
87,300 100,000 99,000 68,000 

83,200 83,200 82,000 82,000 
111,400 116,800 116,000 54,000 

174,&XJ 200,000 198,000 136,000 

(44,850) (84,553) (52,645) (31,533) 

{200,448) (296,524) (204,765) (153,081) 



Fiscal Analysis of Some Alternatives 

1 year fully phased-in, billions 

HSA (#239) Staff Draft 219 (#235) 253 (#253) = 
(#242) 219 with 

Kennedy 
income cap 

Total Subsidies 101.9 90.7 86.2 90.9 

Household 50.7 58.0 55.4 60.1 

Employer 51.2 32.7 30.8 30.8 

S year subsidy na 32 so 30 
savings vs. HSA 

5 year revenue na 44 43 43 
gains vs. HSA 

5 year net deficit na 76 93 73 
effect vs. HSA 

Source: AHCPR 

Staff Draft: ~ 10 exempt, 3.9% cap for exempt workers 
219: ~ 20 exempt, no extra cap for exempt workers 
253: ~ 20 exempt, 4-6% caps for exempt workers 

ESTIMATES ARE PRELIMINARY, ROUGH BALLPARKS, F.SPECIALLY THE 
MULTIYEAR F.STIMATFS, AND THEY MAY UNDERSTATE THE EFFECTS OF 
OUTSOURCING. 



·' 

Household Premium Payments 

by exempt workers, per household 

Staff Draft 219 253 Kennedy Mark 
(#241b) 

All $847 $1630 (7.3%) $991 (4.5%) $870 

~ 100% of $239 $502 (8.3%) $243 (4.0%) $256 
poverty 

100-200% $511 $1401 $607 (4.6%) $575 
(10.6%) 

200-300% $868 $2232 $1238 (5.7%) $1014 
(10.3%) 

300%+ $1989 $2571 (5.1 % ) $2057 ( 4.0 % ) $2095 

Source: AHCPR, preliminary estimates. Numbers in parentheses are average 
percentages of AGI paid for premiums by exempt households in the relevant income 
class. Dollar figures are for 1994 fully phased-in. 

Schedule of extra income caps for exempt workers: 

~ 150% of poverty pays no more than 4.0% 
150-175% of poverty ti 4.5% 
175-225% of poverty ti 5.0% 
225%+ ti II 6.0% 



BENEFIT SCENARIOS 

CBO-Jike Premiums, Subsidies 

Scenario Single 
Premium 

Base - Health Security Act (HSA) $2,200 

I. .25/$2,000 
2. .25/$2,000 BCSO mental health 
3. HSA w/o mental health 
4 .. 25/$2,000, trimmed other 

benefits by $100 

$2,051 
$1,948 
$1,980 
$1,937 

5 .. 251s1,5oo ()'f .~ o /Ii ~500 

1 
s2, 101 

6 .. 25/$2,000 w/o mental, w/o pr v, $1,541 
and w/o drugs 

Richness 
Percentile for 
Fortune 500 Co's. 1 

Median 

30th 
15th 
20th 
15th 

35th 
5th 

[n{/.,idvJ /J5 hi /./fV/O 

/'J-5~ 1r;pM1t .rtr 
Jlo Ar"~.5 

5-Year 
Premium 
Subsidies 
(Billion$) 

$384 

$357 
$327 
$332 
$324 

$355 
$194 

1 Relative generosity of plan compared to all Fortune 500 Companies. 

2 HMO premium assuming 20% savings from "management". 

5-Year 
Cost-Sharing 
Subsidies 
(Billion$) 

$12 

$25 
$24 
$12 
$24 

$12 
$12 

Total 

$396 

$383 
• $351 

$344 
$348 

$367 
$206 

(HMO Premium) 
(with MC)2 

$2,200 

$2,200 
$2,098 
$2,090 
$2,086 

$2,101 
$1,585 



BENEFIT SCENARIOS 

Adminstration's Premiums, Subsidies 

Richness 5-Year 
Scenario Single Percentile for Premium 

Premium Fortune 500 Co's. 1 Subsidies 
(Billion$) 

Base - Health Security Act (HSA) Sl,932 Median $317 

I. .25/$2,000 $1,801 30th $295 
2. .25/$2,000 BCSO mental health $1,711 15th $270 
3. HSA w/o mental health $1,739 20th $274 
4. .25/$2,000, trimmed other Sl,701 15th $267 

benefits by $100 
5 . . 25/$1,500 Sl,845 35th $293 
6 .. 25/$2,000 w/o mental, w/o prev, SI,353 5th $160 

and w/o drugs 

1 Relative generosity of plan compared to all Fortune 500 Companies. 

2 HMO premium assuming 200/o savings from "management". 

5-Year 
Cost-Sharing (HMO Premium) 
Subsidies Total (withMC)2 

(Billion$) 

$10 $327 $1,932 

$21 $316 Sl,932 
$20 $290 $1,842 
$10 $284 Sl,836 
$20 $287 $1,832 

$10 $303 Sl,84S 
$10 $170 $1,392 
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REDUCING THE HSA BENEFIT PACKAGE BY 30% 

Ranking 

• HSA benefit package ranking is lowered from a 50th percentile plan to a 
5th percentile plan among those offered by Fortune 500 companies. 

Benefits 

• Preventive services are not covered. 

• Outpatient prescription drugs are not covered. 

• Mental health and substance abuse services are not covered. 

Cost-Sharing 

High cost-sharing plan: 

• Individual copay increases from 20% to 25% for selected services. 

Low cost-sharing plan: 

Inpatient services: 
Emergency Services: 
Hospital Surgery: 
Delivery of Babies: 
Outpatient visits: 
Outpatient Surgery: 
Ambulance: 

per admission deductible increases from $0 to $250 
copay increases from $10 to $100 
copay increases from $10 to $100 
copay increases from $10 to $100 
copay increases from $10 to $15 
copay increases from $10 to $50 
copay increases from $0 to $50 

Cap on Annual Out-of-Pocket Expenses 

• The annual out-of-pocket limit for an individual increases from $1,500 
to $2,000. 

Premiums 

• Single person premium (for high cost sharing plan) decreases from 
$2,200 to $1,541. 

Subsidies 

• Total 5 year subsidies for premiums and cost-sharing decrease from 
$395 billion to $206 billion. 
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Additional Benefit Tables 

2024562878 P.01 

The attached tables give saiwe of the additional detail discussed at 
the February 7 meeting. Table l shows the preventive services 
percentage of the current benefit package, and the increases associated 
with the specific benefits discussed (fran Rose Chu). Table 2 shows the 
coverages which would correspond to 10th and 90th percentile coverages, 
respectively, consistent with the benefits distribution table fran last 
week (fran cathi Callahan). Table 3 shows the prevalence of particular 
service coverages by small errployer plans versus those of ~ium and 
large err;>loyers. 

Gordon looked at the question of what fraction of the approxirrately 
15% of total benefit costs associated with mental health and substance 
abuse services could be cut out by alternative benefit structures. 
Explicit exclusion of all but "stabilizing'· services could reduce that 
by perhaps a half. Requiring all services to be approved by a capitated 
gatekeeper could generate about a one-third reduction. If there is 
interest in roore detail. Gordon will be happy to discuss the issues any 
tirre. 
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ot1rl.PRN Tuesday, Februcu:y 15, 1994 8:54 am 

Table 1 

Preventive Sm:vices without coinsurance 

I. Base costs for preventive package 
in HSA 

II. Mamn4:1zans 

A. Add 111ii1111cg:ran:L fNery 2 years for 'Wl::IDE!rl. 50-64 to make ml. 

B. Add manncg:am every 2 years for "WaDen 40-49 

III. Prostate cancer screening for men {PSA every 3 yrs 50-64} 

IV. Colorectal screening 

A. occult blood ~ year 50-64 

B. signcidcscopy wery 3 years after 3 amJJJal. fer 50-64) 

V. Genetic screening (MM'P, Pm', T4, galactasemia, sickle cell) 
Waivillg the 20% coinsurance anly, assune 80% ccvered already 

VI. Family Planning 
Waiving the 20% coinsuraDce oo visits 

VII. ln vitro fertilization {Estimate c:culd vary widely depending 
en utilizatioo) 

4.38% 

0.24% 

0.29% 

0.13% 

0.13% 

0.76% 

0.06% 

0.11% 

1.11% 

Page 1 
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our2.PRN Monday, February 14, 1994 9:10 am 

Table 2 

Alternative Plans in the Distril:ution of Fee for Service Plans - C'i 1994 

10th Percentile Plan: 

starting Point: National Guaranteed Benefit Plan 

Cost Sharir13': Deductible $450/$900, cost-sharirg maxiJllum $4,000/$8,000 

Add: Prescription dr'u:3s covered as all other services 

SUbtract: 

No dental 
Eliminate payment in full for prenatal arrl well baby care 
No home health, piysical therapy, oxygen, prosthetics, amb.llance 

9oth percentile Plan: 

Startirg Point: National Guaranteed Benefit Plan 

Cost Sharin;: Dec:luctibles $100/$200, cost-sharing max:imum $1,500/3,000 

Add: Preventive an:i restorative dental for adults, prescription drugs 
covered as all other services 

Page l 
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<XJI'3.PRN Monday, February 14, 1994 9:12 am 

'lal>le 3 

Medical care Benefits by Employer Size 

small establishments fran 1990 BLS Eitployee Bene.fit survey (E3S 
Medium ani Large est:ablishments fran 1991 BLS ms 

category of Benefit Small Medium and 
large 

Hospital room ani OOard 100 100 
Hospital misc. 100 100 
EKte.rxled care facility 63 80 
Hane health care 79 81 
Hospice 51 55 
SUrgeey 
Fhysician visits 

100 100 

in hospital 100 100 
off ice 100 98 

Diagnostic x-ray and. lab 100 100 
Prescription drugs - nonhospital 96 96 
Mental health care 
in hospital 98 98 
outpatient 96 97 

Alcohol ab.lse treabnent 
i.rpltient detox 97 97 
:inp"!tient rehab 78 77 
outpatient rehab 72 77 

Drug ab.Jse trea.btent 
inpatient detox 94 96 
inpati~ rehab 73 76 
outp:ltient rehab 68 75 

Dental 30 60 

Pagel 
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3 March 94 Benefit Scenarios 

wgted avg prem 

1. Administration's Premiums, Subsidies 

5-year 5-year 

Scenario Single Richness Premium Cost-sharing (HMO Premium) 

Premium Percentile Subsidies Subsidies Total (w/ MC) 
(bil.$) (bil.$) 

Base - Health Security Act (HSA) $1,932. 60th 317 10 327 $1,932 

1 .. 25/$2,000 $1,801 40th 295 21 316 $1,932 

2 .. 25/$2,000, BCSO mental health $1, 711 25th 270 20 290 $1,842 

3. HSA w/o mental health $1,739 30th 274 10 284 $1,836 

4 .. 25/$2,000, trimmed other $1,701 25th 267 20 287 $1,832 

benefits by $100 

. ~s ,. ~ ,,.. Hf'.10 ltJS f S'1f4.#>r'lj 

2. CBO-like Premiums and Subsidies 

5-year 5-year 

Scenario Single Richness Premium Cost-sharing 

Premium Percentile Subsidies Subsidies (HMO Premium) 

(bil.$) (bil.$) Total (w/ MC) 

Base - Health Security Act (HSA) $2,200 60th 384 12 396 $2,200 

1 .. 25/$2,000 $2,051 40th 357 25 383 $2,200 

2 .. 25/$2,000, BCSO mental health $1,948 25th 327 24 351 $2,098 

3. HSA w/o mental health $1,980 30th 332 12 343 $2,090 

4 .. 25/$2,000, trimmed other $1,937 25th 324 24 348 $2,086 
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IMPLICATIONS OF RAISING COST SHARING FOR FEE FOR SERVICE PIANS 

+ Premiums are less comparable between HMOs and fee for service {FFS) plans, which 
makes the weighted average premium a less appropriate measure on which to base: 

• Premium caps 
• Required employer contributions and alliance credit 
• Premium and cost sharing subsidies 

If FFS cost sharing and benefits are adjusted so that the actuarial difference between 
FFS benefits and HMO benefits increases from 15% to 25%, it is unlikely that 
management savings in HMOs can eliminate the full 25% premium differential. FFS 
plans would, therefore, likely have lower premiums than HMO plans. 

With higher FFS cost sharing, premiums may tend to cluster around two levels (a 
"FFS average" and a higher "HMO average"), with the overall weighted average 
premium falling in between these two levels. 

+ PREMIUM CAPS 

• Premium cap enforcement is complicated because caps affect premiums and not 
cost sharing, and therefore apply to a greater percentage of the total costs 
associated with HMOs than with FFS plans. As the cost sharing differential 
increases, it becomes more difficult for HMOs to compensate for the difference 
through management savings. HMOs are therefore far less likely to be able to 
bid at or below the premium target. 

• Enrollment in HMOs raises average premium, and therefore increases the 
likelihood that an alliance would reach its premium cap. This would be true 
even if HMOs were operating quite efficiently. 

• FFS plans (with higher cost sharing) would have an actuarial value below the 
average premium, and would therefore have a greater opportunity to shadow 
price at 80% of the alliance's premium target. Shadow pricing would tend to 
raise the average premium. 

+ REQUIRED EMPLOYER CONTRIBUTIONS AND ALLIANCE CREDIT 

• The weighted average premium is likely to exeeed FFS premiums, creating an 
opportunity for FFS plans to shadow price at 80% of the average. 

• The lowest premium HMOs may substantially exceed 80% of the average 
premium. This gap may seem larger than it is to people, since it requires that 
they assess the combined effect of premiums and anticipated cost sharing. 
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+ PREMIUM AND COST SHARING SUBSIDIES 

• Fewer HMOs are likely to have premiums at of below the average premium, so 
cost sharing subsidies will have to be provided to far more low-income people, 
raising the overall cost of these subsidies. 

• Direct subsidies for low-income families (for premiums and cost sharing) are 
likely to rise because these families would end up receiving the same benefits, 
but in a FFS environment rather than an HMO environment. 

• Low-income families (including AFDC and SSI recipients) would not likely be 
able to enroll in HMOs because there are not likely to be HMO plans at or 
below the average premium. 



'l'Uesday, Pebrual:y 8, 1994 8:39 am 

Table l 

Premium. Illpaet of Alte:mative Deductibles 

cost-~ Ma.icimn = $1, 500 eil:Jsile, $3, 000 family 

I)edi1ctiJ:>les Prmliums 

$100 I 
150 I 

~oo I 
250 I 
300 I 
soo I 

Notes: 

$200 
300 
400 
500 
600 

1000 

Si.Jlgle Couple 

$1,965 
$1,948 
$1,933 
$1,918 
$1,906 
$1,858 

$3,930 
$3,896 
$3,866 
$3,836 
$3,811 
$3,715 

1 Adult 2 Adult 
Pamily Pami.ly 

$3,968 $4,444 
$3,930 $4,401 
$3,894 $4,361 
$3,863 $4,326 
$3,837 $4,297 
$3,745 $4,194 

Deductibles expressed as individual, then family maxjmnn. 

Page 2 

Premiums derivad f:rc:m Rm expenditure clist:ributialS adjusted to 19.94, 
cal ibrated to SPAM prani.ums. 
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TUesday, P~ 8, 1994 8:39 am 

Table 2 

Premium. Dlpl.ct of Altemative Deductibles 

Cost-sharing Ma,Yjmm • $1, 000 si!Jg'le, $2, 000 family 

Dedix:tiblea Praniums 

Single Ccuple l Adult 2 Adult 
Family Family 

$100 I $200 $1,999 $3,998 $4,036 $4,520 
150 I 300 $1,983 $3,966 $4,000 $4,479 
200 I 400 $1,.970 $3,93.9 $3,965 $4,441 
250 I 500 $1,956 $3,912 $3,937 $4,409 
JOO I 600 $1,943 $3,887 $3,913 $4 .. 382 
500 I 1000 $1,901 $3,802 $3,834 $4,293 

Notes: 
Dednctibles expressed. as individual, then family meximm. 

Page 3 

Premiums derived fran !M!'S expenditure clistrlbutims adjusted to 1994, 
calibrated to SPAM prmiiums. 
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$100 I 
150 I 
200 I 
2so I 
300 I 
soo I 

Notes: 

1 ... 111._..-.. -

TlJesday, Fel:m.J,uy 8, 1994 8:39 am 

Table 3 

Premium Izrpa.c:t of Altemative Deductibles 

Cost-sharing Maxinum = $2, 000 sillgle, $4, 000 family 

Single Couple l Adult 2 Adult 
Pam:ily Pam:i.ly 

$200 $1,939 $3,877 $3,919 $4,389 
300 $1,922 $3,843 $3,880 $4,345 
400 $1,907 $3,813 $3,842 $4,303 
500 $1,891 $3,782 $3,810 $4,267 
600 $1,877 $3,754 $3,783 $4,237 

1000 $1,827 $3,654 $3,684 $4,126 

Deductibles~ as individual, then family maxjmm. 

Page 4 

Premiums derived frcm ?M!S expevliture di.str.ibllticns adjusted to 1994, 
calibrated to SPAM prmdums. 
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Tuesday, Pebruazy 8, 1994 8:39 mn 

Table 4 

Premium !Jlpa.ct of Altemative COst-Sharing 
Based. an Me:licare Benefit Structure 

$200 I $400 

~11ppo1,£, ¥'\1 ~. Cu:rent Medicare 
i "(;1'jo'I 9<,ti( r-·11 
~tA I~ c lidd. prescri.ptiai 

( 
drug coverage 

N 100 ~I 
r-i~ 1 ~ Also add oost-

sharing" mpxjmnn 

Notes: 

Single Couple 

$1,933 

$1,731 

$1,841 

$1,932 

$3,866 

$3,431 

$3,617 

$3,841 

l Adult 
Pamily 

$3,894 

$3,584 

$3,684 

$3,875 

2 Adult 
Family 

$4,361 

$3,980 

$4,077 

$4,271 

Drug coverage has $250 deductible, $1, 000 cost-sharing maximum 
in seccrd optic:n. Cost-abarizlg ;a:a,dmm of $1,500 per persc:n for 
all services added in third cpticn. 

Page 5 

Premiums derived :fran ?H'S expend1 ture d.i.st.ril:utims adjusted to 19.94, 
cal ibrated to SPAM praniums. 
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TUesday, Pebruazy 8, 1994 8:39 am 

Table 5 

ccntributiai of Specific Service Ciltegaries t.c 
Total Pranium 

Serv.ic:e Perc:en.t 

Hospital 38.ft 

Physician 29.0% 

ot:ber Prof essicmal 7.:2\ 

Prescription Drugs 7.0\ 

Dental 2.1\ 

Mental health 14.9% 

Other l.Ot 

Total 100.0\ 

Note: banafit al.locat:ic:.ma reflect distributiODS of cavarecl 
cbarges derived fran ?MCS, adjusted to 1994, and calihrated 
to SP.AM. 

c:nsstl 
/ale 
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Jim Mays9~ 

Wednesday, November 10, 1993 10:02 am 

Revised Actuarial Value Distribution 

Cathi callahan has carpleted a revised distribution of health 
insurance actuarial values for tredi.um and larqe firms for 1994. The 
changes in the attached 'table c~red to earlier versions are: 

- reba.sed average benefits to be consistent with average single 
coverage cost of $1,870, family covera9e cost of $4,218, and 

- refined projection of expected benefit rates for 1994, using 
published BLS results fran 1991 EBS. 

The proposed standard package is close to the 60th percentile in 
richness. As we have discussed before, the thin dental benefits are 
largely offset by the richer-than-typical medical coverages, especially 
the irodest cost-sharinq and fully-paid preventive services~ 

Also attached is a short description of the logic of the placement 
and a histogram of benefit rates (rather than deciles) which shows the 
standard package landing in the mxial benefit rate interval. The 
picture is more suqgestive of the plan's richness carpared to all 
coverages, but explaining average benefit ra.te rray be harder than 
explaining average benefits. 

cnrbd4 
/4 /a/d 
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Distribution of Actuarial Values of Health Insurance. 1994 dollars 

Percentile 

10 
20 
30 
40 
50 
60 
70 
80 
90 

average 

Based on BLS Employee Benefit Survey, 1988 
of Medium and Large Firms, projected to 1994 

Average Benefit Payments 

Single 

$1,372 
$1,457 
$1,535 
$1,592 
$1,648 
$1,688 

$1 ,736 
$1,814 

$1,915 

$1,626 

Family 

$3,096 

$3,287 
$3,464 

$3,593 
$3,717 

$3,808 ~ .f /5 ''11 - O i.vv p ,,...,,,·~ 
$3,916 
$4,092 
$4,320 

$3,668 

~ote: Population controlled to average cost for typical plan of 
$1,670 for single coverage, $4,218 for family 
coverage, including loading factor of 15% . 

\ctuarial Research Corporation 
~mc/jwm 11 /1 0/93 
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Relative Richness of the Clinton Plan 

The relative richness of the Clinton plan was compared to plans existing 
in medium and large firms, and was found to be at the 60th percentile of richness 
(i.e., only 40 percent of persons covered by these plans have better coverage 
than the Clinton plan). 

The data used was the 1988 BLS Employee Benefits Survey: a survey of 
medium and large firms that offer health insurance to their employees. The 
survey data was brought to 1994, and the plans were evaluated using a uniform 
rating method (each plan rated on the same basis). Plans which were Health 
Maintenance Organizations (HHOs) were excluded from the comparison. Each plan 
was run through an automated rate-book in order to calculate a benefit rate, 
which is an index value between 0 and I. The benefit rate is defined as the 
percent of covered charges likely to be paid by this plan, when the p1an 
parameters were applied to a uniform population. For example, a benefit rate of 
0.85 would indicate that the plan would, on average, pay 85% of covered charges. 
Included in covered charges were hospital, physician, other professional 
services, and prescription drugs, as well as dental. 

The Clinton plan was then evaluated using the same rating method as used· 
for the BLS plans. The benefit rate assigned to the Clinton plan (approx;mately 
0.80) was found to place the plan.at the 60th percentile of the distribution of 
fee for service (non-HMO) plans. 

-/aspe/reform/distrib/distr.nS 
5 November 1993 
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1994 Benefit Rate Distribution 
Fee for Service Plans, Including Dental 

203-.-~~~~~~~~~~~~~~~~~~~~---. 

1 8o/o ---·- ------ ·-···---· ·· ·-··--- ---··--·- --- ··· --------·-··-····------······ 

1 6 % -···--·--- .... -·---·-- ·-·--···· ·-·· ... -. ·--- ---- .. ·-. -· ·-----·----·-··. --·- .. -·· -----·------·-·· ----- ·--·-· -·---------·-----------· .. ·- -------- ·- -........ ·--·-·---· ---- -· 

1 4 % -·· .. --- ------·-····---···· ·---- -·-········ -····--·-----·-·-----·-· ---- ·- ·---·· ------·-· ..... ···--·-· ··-· ·-·-------·-- --- . ·--·-··- .. -·. ··------· -----------·---

8% ··----·---------·- -- --.. -·-·~---·-·- ----····-... ···-··-······ 

6o/o ··--·- ··-· -- · ·--·-······ ····-·-······ 

4 o/o · · ·--- ·· ·--·-·-·-·· ·-----·-····-·---

0%--
0.64 0.69 0.74 0.79 0.84 0.89 0.94 0.99 

0.66 o. 71 0. 76 0.81 0.86 0.91 0.96 
Benefit Rates 
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To : Xen Thorpe 

Fran : Jim Mays 

SUbject : '9Sare-bones" Pnml.\JI\ Estimates 

The attac:bed table wal~ thrcuqh the prmd.\ln savings associated 
with moving frCITI the Health Seeurity Act benefit package to a 
''bare-b:aes" pac:ka9e. The overall reducticn ou;ht to be pretty close to 
what Hen. would geaerate with a full SPAM ana.lyais, although the pieees 
may not be tullr in sync. Dollars shown are rmr;iaal reductions, as if 
the line itan is the anly change made frcm HSA. '!'he bottan 1ine1 
labele:l C\mllative ebange, takes out intera.ctic:m (crudely). 

(fJ ~I J / y 
Marginal hlz I 2 " ",,... 
Reducticn ~ / ~, ~ 

Ill 0021003 

Page 1 

1. Base • Health Seeurity Act, si:nc;le prem:iun = 
2 • Raise c:oinsuranc:e fran . 20 to . 25 = 

~ 2.-7 
$l, 932 • :ii /JO fl1N7*L_ O.•"/) 

-$87 Q. AJ._.,..i..f' 
3. Raise cost-sbarinq naxinun to s2,ooo per 

individual, .$3,000 per farnily = 

4. cut mental health benef1t to Blue 
cross Standard Option level = 

5. Eliminate mental health benefit ;; 

6. Eliminate prescription drug benefit = 
7. Eliminate preventive care packaqe c 

Omulative reductian {with interact!~) 

-· ·---
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Differences between HSA Premium and BC/BS Standard 

Dollar impact of differences on HSA single premium ($1,932) 

HSA Premium Above BC/BS Standard 

(1) Mental Health 

(2) Preven~ 
(3) Coinsurance 

(4) Cost-sharing maximum 

(S) Other differences 

Total of benefits above BC/BS 

HSA Premium Below BC/BS Standard 

(1) Hospital cost sharing 

(2) Prescription drug cost sharing 

Total of benefits below BC/BS 

Net difference between 
HSA and BC/BS standard 

0 (., 1\1'} ~~Yf '1 {,,(, 

0 Co 'ir - si1'1 YI n ~ 

$ 97 

$504 

$147 

Wl-\1(.f- CA.boid pt>stpo(rin' 
bt-1'1' h h : 
Oh,lA' vh4"t'1 +r> ~,..;YI~ 

'Y1t ~d ~ Co s+1 cl.'"',., ~ 

143 ~ 1"a 1u. o IA.r p re.s vr-' p r10"' 
drug.s ? 

$290 

$214 

15t11J ..., 2000 

·f tJo s/r~ 

0prt m;HNl~ 
@ ~v'ha f _ 1tv1p~t/f olJ 

511 ~~r?1UU 

fl yr vr n 6oYJ w/ 
Yi vw Cc '1 .I ha r013 
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(<[) 
BENEFITS 

4 •cenarios: 

1. 

2. 

- determine subsidy impaet, -determine where on distribution 
new benefit packages sit 

• 

• 

• 
• 

Raise coinsuranc6 from .20 to .25 

Rais~ oost-sharing maximum to $2,000 per individual, 
$3,000 per family 

Raisa coinsurance from .20 to .25 

Raise cost-sharing maximum to $2,000 per individual, 
$3,000 per family 

-, 
\ 
I 
I 
I 
I 

141 OOl 

- iJ) 

.,,. - ~ ? I 

• cut mental ha.al th benefit to Blue Cross standard option . 
level 

3. 

'· 

Eliminate mental health benefit 

• Raise coin~urance from .20 to .25 

• Raise cost-sharing maximum to $2,000 per individual, 
63,000 per family 

• Reduce (do not eliminats) mental health, prescription 
drug, preventive care, dental benefit.~~ 'l()O- (total) 

·~ 

J:,-.>f T , &> (I l "Of'f)'ON. 'l 

I. 

- ......... ~------~-
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Additional Benefit Tables 

2024562878 P.01 

The attached tables give sare of the additional detail discussed. at 
the February 7 meetinc;. Table l shows the preventive services 
percentage of the current benefit package, and the increases associated 
with the specific benefits discussed (fran Rose Chu). Table 2 shows the 
coverages which would correspond to 10th and 90th percentile coverages, 
respectively, consistent with the benefits distribution table fran last 
week (fran ca.thi Callahan). Table 3 shows the prevalence of particular 
service coveraqes by srrall employer plans versus those of rredium and 
large err;>loyers. 

Gordon looked at the question of what fraction of the approxirrately 
15% of total benefit costs associated with mental health and substance 
abuse services could be cut out by alternative benefit structures. 
Explicit exclusion of all but ''stabilizintJ'' services could reduce that 
by perhaps a half. Requiring all services to be approved by a capitated 
gatekeeper could generate about a one-third reduction. If there is 
interest in roore detail, Gordon will be happy to discuss the issues any 
tin-e. 

- - - - ·----- - - -
Post-It"" brand fax transmittal memo 767'1 I• of page& " 

1'o 
K'lei .. 

From---· Mt1t.,,, 
'S"e,,,,;./r1~ ..) ,,.. 

Co. Co. 

Dept. Ptione 'I' 7o). h1 - 7'foo 

Fax# f~J t 

lot - .,5,. uu 

cnatl 
/a/c 

Pa9e 1 



FEE-14-1994 09:34 FROM ACTUARIAL RESEARCH TO 2024552878 P.02 

ot1l'l.PRN Tuesday, Februal:y 15. 19.94 8:54 am 

Table 1 

Preventive Services witbcut coinsurance 

I. Base costs for preventive package 
in BSA 

II. Maml!CJQLan& 

A. Add x1w1m igtam every 2 years for 'wcmen 50-64 to irake annnal 

B. .W 11H"m :gz:am every 2 years for 'Wt1DE!n 40-49 

III. Prostate oanc::ar screening for men {PSA every 3 yrs 50-64) 

IV. Colorectal screeollq 

A. occult bloo:i every year 50-64 

B. sigrooidosc:opy every 3 years after 3 anrngl fer 50-64) 

V. Genetic screening (WUi'P, PKO', T4, gala.ctasaDia, sickle cell} 
Waivil:Jg the 20% coinsurmlce only, assua:e 80% ccvered already 

VI. Family Planning 
Waiving the 20% coinsurance ca visits 

VII. In vitro fertilization {Estimate ccul.d vary widely deperx3ing 
an utilizatica) 

4.38% 

0.24% 

0.29\ 

0.13% 

0.13% 

0.76% 

0.06% 

0.11% 

1.11% 

Page 1 
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Table 2 

Alternative Plans in the Distril:ution of Fee for Service Plans - C'i 1994 

10th Percentile Plan: 

starting Point: National Guaranteed Benefit Plan 

Cost Shar~: DEductible $450/$900, cost-sharin;J maximum $4,000/$8,ooo 

Add: Prescription dnJ:js covered as all other services 

SUhtract: 

No dental 
Eliminate payment in fUll far prenatal arxi well baby care 
No heme health, piysica.l therapy, oxygen, prosthetics, amb.llanc:e 

9oth :percentile Plan: 

Starti.rg Point: National GUarant:eed Benefit Plan 

Cost Shari.rY;J: DEductibles $100/$200, cost-shar:in:J maxilDum $1,500/3,000 

Add: Preventive an:i restorative dental for adults, prescription drugs 
coverecl as all other services 

Page l 
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Table 3 

Medical care Benefits by atployer Size 

Small establishments tran 1990 BLS Enployee Benefit survey ems 
1'Blium ani I.arge establistments :Eran 1991 m.s ms 

category of Benefit Small Medium an:i 
Large 

Hospital roan ard t:oard 100 100 
Hospital misc. 100 100 
Exterxied care facility 63 80 
Hane health care 79 81 
Hospice 51 55 
~ 
Fhysician visits 

100 100 

in hospital 100 100 
off ice 100 98 

Diagnostic x-ray an:i lab 100 100 
Prescription drugs - nonhospital 96 96 
Mental health care 
in hospital 98 98 
outpatient 96 97 

Alcohol arose treatment 
inpatient detoX 97 97 
inpatient rehab 76 77 
outpatient rehab 72 77 

Drug abuse treatment 
inpatient detox 94 96 
inpatient rehab 73 76 
outpatient rehab 66 75 

Dental 30 60 

Pagel 
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Memorandum 

To: Ken Thorpe, Ph.D. 

From: Gordon R. Trapnell 

Date: March 16, 1994 [Revised) 

Re: The Effect on the Average Premium Rate for Alliance Coverage 
of Benefit Changes proposed by a Senate Committee 

A. Objective 

The purpose of this note is to provide an estimate of the 
impact on the premium rates charged in the public alliances of 
expanding certain benefits in the uniform benefit package in H.R. 
3600. 

B. Benefit Changes 

1. In Vitro Fertilization 

The specific change would be to add "in vitro fertilization 
services" to family planning services and remove the exclusion of 
same. Coverage would be subject to the outpatient copayments in 
the low cost sharing schedule and the deductible and coinsurance 
in the high cost sharing schedule. The change proposed would 
apparently not cover GIFT (Gamete Intrafallopian Transfer), since 
fertilization does not occur "in vitro" (i.e. in a "dish" or test 
tube) but in the fallopian tubes (although with extracted and 
duplicated eggs and extracted sperm, perhaps donated, inserted 
back artificially). It is not clear whether certain other 
modifications of in vitro fertilization technology such as "ZIFT" 
would be covered. 

Coverage would apparently be unlimited, both as to episodes 
(attempts to produce a normal embryo) and menstrual cycles 
(corresponding to implantations). Patients typically prepare for 
three to six or more "cycles" using eggs extracted and multiplied 
beforehand in one episode or attempt to become pregnant. 

We have data from the U.S., Canada and France, in which the 
number of cycles varies from 116 per million population in the 
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U.S., where there are religious and cultural inhibitions to the 
technique and 70% of the costs are paid by the patients (avera9e 
of $54,000 per baby produced) to 588 per million population in 
France, where the cost is paid almost entirely by the national 
health insurance. (The French figures are inflated somewhat by 
France serving as a center of excellence that attracts infertile 
women from other countries, especially those that were part of 
the French African empire.) Data is also available for the 
Canadian province of Ontario, where utilization is 333 cycles per 
million population, where the average patient share was 
documented to be 28.8% in a cost effectiveness study. Given the 
huge costs of raising a child and the complete change in life 
style that accompanies having children, the variation in 
utilization is much greater than I would expect on the basis of 
the difference in patient shares of the costs (althou9h there is 
no valid data on which to base such an expectation) . On the 
other hand, the capacity to raise the $25,000 or so needed to try 
at least three cycles is not within the immediate means of many 
couples and a large proportion of those may not be willing to 
risk such sums on the chance of having a baby. (From an 
emotional perspective, there may be many couples who prefer to 
pay $50,000 to adopt a child, and have the certainty of having 
the child. Thus risk aversion may distort the relationship 
between cost sharing and demand.) 

Coverage with nominal copayments through HMOs and POS plans 
(into which couples desiring fertilization assistance would 
presumably enroll) would lead to a much higher utilization level 
in the u.s. The increase would probably occur over some period 
of years, however, as the technology becomes better known and 
more widely accepted. There may also be some initial supply 
restraints as well, althou9h many of the existing centers can 
expand services substantially and there would appear to be few 
constraints on capacity over a five to ten year horizon. The 
level of utilization in the early years of coverage would also be 
affected to some extent by an initial pent up demand from those 
unable to afford the technology. 

Whether to use the Ontario or French levels as a base as to 
what to expect in the longer run in the U.S. is open to debate. 
What will matter over the first few years of Health Security, 
however, is how private insurers set premiums for a service that 
may grown very rapidly and be very expensive. The French data 
obviously provides a more "conservative" base. 

Based on the French level of utilization, we project a fully 
implemented utilization level in 1994 of $1.3 billion for in 
vitro fertilization alone. If this cost is spread over all two 
parent families, the increase in family premium would be $26.94 
before loading for administrative expenses and other margins. 
The latter should be less than the average loadings attributed to 
the premium rates, since there would be a relatively minor 



. MRR-·18-1994 14: 24 FROM RCTURRIRL RESERRCH TO 12024562878 P.03 

additional administrative cost to include this benefit. Using a 
marginal loading of 5%, the increase in two adult premiums would 
be $28.29. 

3 

If coverage is only for couples who have no normally 
impregnated children, it may be appropriate to charge the cost of 
this service only to couples without children. If this were 
done, the increase in benefits would be around $67 and with a 5% 
loading, $69.98. 

It is also possible that some single women or women with 
female partners will seek this service. I have not included any 
of this potential demand in my estimate. (They may be included 
anyway. The cost of marriages and no-fault divorces is low 
compared to the cost of artificial procreation, if problems 
related to liability for paternity payments could be solved, 
which would appear feasible given the current capacity of genetic 
identification to disprove paternity of a non-father husband.) 

There are currently around s,ooo GIFT cycles and 2,000 ZIFT 
cycles in the U.S. If in vitro is fully covered, it is unlikely 
that there would be much utilization of these alternatives. If 
covered, expenditures would thus only be increased by the 
difference in the cost of the procedures. Such expansion would 
increase overall expenditures by the difference in costs, 
multiplied by the share of patients choosing the alternatives. 

2. Hearing Aids for Children Under Age 18 

Hearing aids would be covered for children under age 18 
according to a periodicity schedule established by the Board. As 
with all services under the HSA, payment would be limited by fee 
schedules established by each state alliance. 

According to "Advance Data" from the Health Interview 
survey, there were 152,000 persons in the U.S. under age 25 using 
a hearing aid or other audio assistive device. This number can 
be projected to 1992 by 1% per year and increased 10% for 
population undercount and underreporting. 

Assuming an average payment of $1500 and an average 
frequency of replacement of four years, the implied expenditure 
would be around $183 million in 1994, or about $.68 per child 
under age 18. 

Since the expense is very high for relatively few patients, 
the administrative costs to add this benefit should be a much 
lower proportion of the additional benefit costs than the case 
with the services already included. For this reason, the benefit 
cost per child is loaded by 5%. This produces family premiums of 
$1.36 for one adult families and $1.50 for two adult families 
with children. There is also a small increase in the premiums 
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for single adults and couples to allow for those under age 18 for 
whom these premiums are payable. 

3. Care for Congenital Conditions 

a. Remove 100 day limit for extended facility care and the 
restriction that it follow an accident or illness if it 
provides a cost effective alternative to inpatient 
hospital confinement 

If the specification is Met literally, there would be a cost 
reduction. In practice there would be a cost increase, but it 
would be very small unless grossly mismanaged. 

To avoid the iMpression that there is a free lunch anywhere, 
however, I will estimate that there would be an increase in the 
premium rates for families with children of 0.01% for these 
changes. 

b. Remove the restriction on home health services that 
they follow an accident or illness 

Coverage would be for the home health services covered by 
Medicare when it is an alternative to inpatient care in a 
hospital, skilled nursing facility or rehabilitation facility. 
Skilled nursing facilities and rehabilitation facilities are 
defined in a more comprehensive manner than in the Social 
Security Act. The change would be to remove the restriction that 
the care follow an accident or illness. 

A key consideration is whether to interpret H.R. 3600 
literally or according to the intent of the drafters. The intent 
of this section was to cover home health care that is a 
substitute for covereA confinements in other facilities. As 
drafted, however, it would cover home health care that is a 
substitute for uncovered confinements in skilled nursing and 
rehabilitation facilities. 

If we follow the intention of the bill, the cost would be 
minimal for the reasons already given. Again, to emphasize the 
principle that there is no free lunch (there would be some 
expansion of coverage, or at least that is the expected value 
over the possible scenarios), I estimate the impact as 0.01%. 

If, however, the bill is interpreted as written, the cost 
could be many times higher. Since what would appear to be 
important in discussions with Congress is the bill as intended, I 
am not estimating the cost of offering the expanded coverage. 

4. Include all Preventive Care Procedures Recommended by AAP 

ARC has estimated that expanding the preventive care 
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schedule to include all of the services on "Attachment C" would 
increase the premiums of families with children by $17.97 per 
child, including a 15% loading. This produces increases of 
$34.14 in the one adult family premium rate and $37.74 in that 
for full families. (The increase would be $24 if charged to all 
family units including couples). The cost of administration for 
these services, even on a marginal basis, would be comparable to 
the overall loading. 

5. Medical Costs Associated with a Clinical Trial 

I do not have data on the number of persons in clinical 
trials and expenditures that are not paid by insurance (some 
are), or the offset to other payments (some are buried in 
teaching hospital charges). It is hard to believe they could be 
a significant proportion of overall expenses. Consequently I 
will estimate the cost as a minimal .01% of premiums. 

6. Outpatient Rehabilitation Services 

The proposal would (i) explicitly cover rehabilitation 
therapies for all patients with congenital conditions and (ii) 
expand the coverage to include "periodic oversight of the 
patient's needs" and "reevaluations" by the professional 
therapists of maintenance or prevention programs set up them. 
(Designing maintenance programs and training parents are already 
covered by the health security program.) 

5 

There is also the question of whether payment could be made 
under the bill as modified for services now provided under school 
based programs for rehabilitation services if the "accident and 
illness" restriction is dropped. 

a. Explicit Coverage of All Children with Birth Defects 

The explicit coverage of congenital conditions may not 
increase the premium rate at all, since the most likely 
interpretation of the Act in regulations by the National Health 
Board would consider nearly all birth defects to be accidents. 
This would appear to have been the intention of the drafters. In 
addition, the fact that in some states the courts have already 
found some birth defects to be the result of accidents should 
push the national regulations in this direction. Further, any 
other interpretation would probably be followed by legislation 
that had this effect. 

On the other hand, the current interpretation of the courts 
in most states of the accident and illness limitation in the bill 
permits insurers to deny claims related to birth defects on the 
grounds that they are not either accidents or illnesses. Thus 
adding the phrase "other health condition" does expand the 
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coveraqe, and in recoqnition of this fact, I will estimate the 
change as adding 0.01% to the premium rates for families with 
children. This will increase the cost of the coverage by about 
$.19 per child per year, which will add $.36 to the one adult 
family premium and $.43 to the two adult and children family 
premium. 

b. Coverage of School Based Services 

Under Federal mandates, public schools are required to 
provide a number of rehabilitation services including those of 
skilled therapists for children with disabilities that interfere 
with learning. Approximately 13% of the state and local 
expenditures pursuant to the federal mandates are for services 
which would be covered if provided by independent or other 
covered providers (e.g. home health agencies). The estimate 
above in effect assumes that these services would not be billed 
to health plans. 

c. Oversight and Evaluation Benefit 

6 

Adding professional oversight and evaluation to the 
outpatient rehabilitation services that will be covered should 
involve a relatively small increase in plan outlays, especially 
for the integrated care plans. As with other minimal, but 
positive, increases in the premium rates, I am estimating this 
one to add 0.01% to the premium rates for families with children. 

7. Treat Family Planning Services as Preventive care 

This change would not apply deductibles, copayments or 
coinsurance to family planning services, drugs and supplies. The 
increase in overall premiums would be around 0.2%. When this is 
charged to the premium rates for families with children, the cost 
per child of $8.19 produces increases of $15.57 for one parent 
families and $17.21 for two parent families with children. There 
is also a minimal cost for persons paying single adult or couple 
premium rates who are under age 18. 

8. Allow Children to Buy Into Medicaid Wrap Program 

This change would open up the Medicaid program treatment 
services for children to provide care for any condition found 
during EPSDT. This would obviously incur a non-trivial expense. 
I need more detailed specifications to attempt an estimate. 

9. Open Up the HCB Care Program to Virtually All Children with 
Disabilities 

The cost of the HCB proqram in H.R. 3600 is constrained by 
two factors: (i) limiting care to most frail elderly persons to 
those who have problems with three of five relatively difficult 
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to meet ADLs, which in practice would mean they would have to 
have problems with one of the following: toileting, eating, or 
transferring to or from chairs or beds and (ii) caps on federal 
funding. coverage is potentially already relatively 
comprehensive for children, including all children who have 
"severe cognitive or mental impairments and can not perform at 
least one AOL or IADL (there is no age limitation), have "severe 
or profound mental retardation" or "are severely disabled" and 
under aqe 6. 

Since the proposal apparently would not increase federal 
fundinq, it would have no cost. (If it increases federal 
funding, the increase in cost is the proposed federal funding.) 

7 
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Table 2-A 

Effect on Premium Rate of Specified Benefit Cbanqes 

Single Couple 1 Adlt Fam 2 Adl Fam 

Administration Estimates 

HS Premium Rate . $1932.00 $3165.00 

Proposed benefit changes 

In vitro fertilization 

Hearing aids under age 18 

care for congenital conditions: 

ECF - No 100 day limit or 
accident/illness restricts 

HHA - No accident/illness 
restricts 

AAP preventive care 

Medical costs in clinical 
trials 

outpatient rehabilitation 

Cover all congenital condns 

oversight and evaluation 

No cost sharing on family plan 

0 28.29 

.01 .02 

0 0 

0 0 

.18 .36 

.19 .39 

0 0 

0 0 

.08 .16 

Total: 1932.46 3194.22 

$3893.00 $4360.00 

0 2S.29 

1. 36 1.50 

.39 .43 

34.14 37.74 

.39 .43 

.39 .43 

.39 .43 

15.21 17. 21 

3945.66 4446.89 

bl. Assumes coverage only in lieu of either a short term hospital 
stay or ECF stay that is a substitute for a short term hospital 
stay. 



MRR-· 18-1994 14: 27 FROM RCTURR I RL RESERRCH TO 12024562878 P.09 

Table 2-B 

CBO Premium Rates 

HS Premium Rate $2200.00 $4400.00 $4095.00 $5017.00 

Proposed benefit changes 

In vitro fertilization 

Hearing aids under age 18 

care for congenital conditions: 

ECF - No 100 day limit or 
accident/illness restricts 

HHA - No accident/illness 
restricts 

AAP preventive care 

Medical costs in clinical 
trials 

outpatient rehabilitation 

o.oo 

.01 

0 

0 

.18 

.19 

28.29 0.00 28.29 

.02 l.36 l.50 

0 .39 .43 

0 .39Al_ .43AL, 

.36 34.14 37.74 

.39 .39 .43 

Cover all congenital condns o O .39 .43 

Oversi9ht and evaluation o o .39 .43 

No cost sharing on family plan .08 .16 15.21 17.21 

Total: 2200.46 4429.22 4147.66 5103.89 

'l!L. Assumes coverage only in lieu of either a short term hospital 
stay or ECF stay that is a substitute for a short term hospital 
stay. 
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March 9, 1994 

To: 

From: 

Subject: 

Guy King 

Bill Lendon 
l 

Proposal To Expand HSA Mammography Screeninq C~eraqe 

The current HSA benefit does not cover women who are 40 to i49 years 
old. Por women over aqe 50, coveraqe is for one screening every 
two years. 

This proposal adds one screening every two years for wome~ between 
40 and 49. It increases the coverage to every year for wQ.Dien over 
age 50. 

I 

The applicable female population aged 40 to 49 is 16 mill:ion. The 
applicable over 50 population is 16 million. · 

' The payment per case is assumed to be the same as Med;icare • s, 
except without the 20' coinsurance. This would probably he about 
$63 in 199S. 

The cost of the current HSA mammography screenings is est~mated to 
be $178 million. This represents about 0.07% of benefits. The 
cost of the expanded benefit is estimated to be $435 mil~ion, or 
0.17% cf the total. The additional benefits would there~ore add 
0.1% to the $3,129 premium. This ·represents a premium inqrease of 
about $3. 
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SmlllllY OP STAPP DRAPT OP mnr imll.TB ·.BILL 

Tb.~• i• a new propoeal. It i• de•igned eo achieve che tollowing 
goal•: . 

• en•ure affordal>le private healch in•urance coverage tor 
&11. Americans eha~ can't be taken away; 

• protecc federal taxpayer• from che crippling burdens ot 
deficit •pending; and 

• retain de•irable elementa·ot current &yatem while 
expanding health care choice• to employera and 
individuals. 

H&jor 11tp1ns1 gf lill: 

• Individuals are required to pay a greater share of out·of­
pocket expenditures than under the Preeident'e Dill. 

• Employers are 9enerally required co pay a smaller share of 
health coat• than under the Preaident'a bill. 

• There i• eno~ous relief for small buaineaa. More chan 75t 
of all American buaine•••• --namely, small ouaine••ee-- are 
exempt from payin~ the requ.ired employer •hare. These small 
bueineeees net covering them are required only to make a 
mcdeet contribution to partially covering che costa of their 
employees' coverai~· 

• Concerns over a compulsory, bureaucratic, and monopoliscic 
ayacem are addre••ed direccly there are DQ mandatory 
alliances. 

• The private inaurance market continue• and is subject tc 
genuine ineurance refcrma. 

• Individual• and employers ~•Y concinuc to bYy directly !rem 
insurers or, if desired, chrough vcluntary al~iances. In 
either ca•e. inaurance can be bcught through a9enee. 

• The bill i• designed so that there ia no increa•e in ~he 
federal deficit. 

• The bill i• designed to remove the $70 billion detic1c 
shortfall in the Pre•ident•a bill. 

• Federal •pcndin9 is explicitly capped and •pecific provision 
i• ~•de for autcmatic reduction• in federal •pending if caps 
would be breached eo cha~ ~here i• no deficie spendin9. 
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003 

Employer• with 10 or f•w•r employees are exempt from the 
required employer •hare. 

some employer• may aeill chooae to pay the required employer 
ahare for all their employees. For those employer•: 

• The employer is aul:lject to all cf che provisions 
(below) applicable to employers with 11 to 75 
employees, including·the special aub•idiea; and 

• Enlployee• do noc pay more chan 3., percent cf income 
for their •hare of the premium. 

Other employer• may choose net eo pay the required employer 
share for all their employees. Fer thoae employer•: 

• There i• a minimum employer contribution of l percent 
of payroll for firms with 1·5 el!lployees; 

• For employere with 6-10 employeeo, the amoun~ would 
gradually increase to 2 percent over time; and 

• Employees muse purchase standard benefits package b~~ 
are eub•idiz•d for Che foregone employer ehare with 
monies which would have been direc~ed co the exemp~ 
employers. 

Employer• wi~h 10 or fever employee• who don't fully 
contrio~te to employer ehare. but who do contribute more ~han l 
percent of payroll, receive no direcc subsidies, but retain cax 
deductibility. 

Special gule fg; Saa11 Pyaily P1;m1r11 

farmer• with 10 or fever employees would have special 
protection• and a aimplif icd method for makin~ employer 
contribution•: 

• Seasonal employees Cup ~o a maximum of is 
employees) are not counted for purpose cf 
deeermining the •10 or fewer employees• te•t; 

. 
• The Secretary of Health and Human Services (HHS) 
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will provide for a •implif ied method of m•ecin9 
ehe minimum employer contribution -- taking inco 
accounc non-hourly, piecework paymene•; and 

• Th• Secretary of HHS will eacabli•h a fund co uae 
payment• for migran~ and eea•onal workers to 
supp;>~ coun~y governmenca and migrant and rural 
clinic• in geographic areas where payment• are 
made. 

lmplonr1 Wit.h 11 to 71 lmpl9y1e11 

• Must provide community-raced a~andard benefit package to 
employees. 

• Receive apecial aub•idie•.which are greateee for 1mall firms 
wieh low average wagea; SuQaidiea occur through a reduction 
in che required portion cf the premium that the employer 
muat pay, ran~ing from a cap of Approximately 20 percent of 
premium for smallest, low-wage firm• eo ehe cap that applies 
to employer• with 76 to 1000 employees (see below) • 

• Employers tnay provide for coverage for all employees eieher 
in•ide er cut•ide ~he Alliance: 

• If inside the alliance, employeea may choo•a from among 
all available alliance plans. 

• If outaide the alliance, the employer mu8~ provide 
employee• a choice from among at leaet 3 plane, 
including a fee-for-service plan. 

• Required employee contribution i• generally 20 percent with 
subsidies for lo~·income employees. 

SmPloyer1 with 7f \o 1QOO lamlpy•••; 

• Must provide ccmmunity•ra~ed e~andard benefit package tc 
employee•. 

• May not self-inaure. 

• Employer paya no more than 7.9 percent of an average premium 
taking in~o account all workers in the payroll aystem. 

• Required employer share i• limited to SO percent of an 
average premium, but ~o rgdyced by the following: 

(1) credit for ocher employer contribu:ion• for 
2-worker families (whi~h generally reduce• 
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contribution co approxima~ely 66 pe:-cen~); and 

(2) suklaidy resulting frcm a 7.9 percent payroll cap 
limitation. 

• Employer• may provide for cover•i• for all employee• either 
ineide or outaide the alliance-· 

• If inside ehe alliance, employee• may choose from among 
all available allianc• plan•. 

• If outside the alliance, the employer m~•C prgvide 
employee• a choice from amon9 a~ least 3 plana, 
including a fee·for·service plan. 

• Required employee contribution is generally 20 percent with 
eubeidie• for low-income ~mployeee. 

IPRlox•r• w'gh aor• than 10QO gpploy1111 

• MU•t provide ac le••~ the atandard benefic package. 

• Huat provide employees with choice of a~ leaec 3 plan•, 
including a fee-for-eervice plan. 

• Re•ponsible for ao percent of the premium <may ccncribu~e 
more>. 

• Muet cover all employees and sub~idize low-income employees 
aa in H.R. 3600. 

• May self-insure or ~uy insurance priva~ely. 

• Hay not participate in the voluntary alliance• de•cribed 
below uncil a years after full implemencacion cf ~he bill in 
all aeates. 

• Muac contribute l percent of payroll ~o carry fair share of 
responsibilities. 

• Bill reeains appropriate ERISA prgtec~ions. 
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• Reduce acandard benefit• package contained in H.R. 3600: 

• Increa•e co•c·aharing co reduce actuarial value of 
benefit• co approximately federal Blue C%'o•• atandard 
option CpluB preventive services) • Thi• reduces value 
of package from 60eh percencile of all grcup plans as 
in H.R. 3600 to 3Sth percentile) . 

• Specifically, increase individual cacas~rophie limi~ 
from s1,soo to $2,!00. 

• There are·no mandatory al~iancea. 

• There will ~e no competition over ri•k •election. 

• There are ba•ic reform• for all insurance, includin~ 
portability, no pre-existing condition limitation•, 
guaranteed i••ue and renewal, solvency and reineurance 
requirementa. and improved consumer protection•. etc. 

• Community rating required for All. individuals and employers 
of 1000 employee• or le••· 

• Seate• arrange for Volwi~ary AlliAAc•• to make in•urance 
prod~cta available to indiviQual• and employe=•· collect 
pre~iuma and enroll individuals and employers: 

• Single alliance available in every area; 

• No alliance competes with another; 

• Alliances will e•tablieh reasonable limi~a~ions on 
vhich qualified plans may off er throu~h ~he 
alliance; 

• All three types of plans, including fee-for­
asrvice, vill be available chrough the alliance; 

• Individual• may purchase inside the alliance or 
outaide the alliance; 

• Employer• may purchase inside the alliance or 
oucaide the alliance; 

• No requirement for insurer• eelling in•idc the 
allian~e ~o Bell outBide the alliance; 
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• No requirement for inau:-er that •ell• o·u~aide che 

alliance to aell inside che alliance. but state 
may ~equire that in•urer• aelling ouc•ide the 
alliance muat alao off er to •ell in•ide the 
alliance; 

• ?naurer• eelling ou~side the alliance must make 
all products available to individuals a• well aa 
group•1 

• ln•urer• thac •ell bo~h inside and ouc•ide the 
allian~e u•• ~h• ••m• ccmmuniey ra~e, but may 
provide a limieed admini•trative·only diecoun~ 
provided in etatute for plan• •old in•ide the 
alliance; and 

• Agent• may aell.inauran~e outside t~e alliance; 
etate• may •l•c provide an option for individuals 
and employer• to purcha•e, throu9h a9ents, 
inaurance which is sold inside ehe alliance . 

• 

• Fer insurance •old ouc•ide the alliance, informacion and 
enrollmen~ for all produc~• are made available tc 
individuals and employer• ~hrough a method of cencral 
enrollment <•• well •• through exi•ein9 mechanisms) . 

B•sruir .. •ns• fpr B1alth Plape: 

• Qualified health plane are required to: 

• Offer a standard benefit pa~kage. 

• Reper~ outcome, quality measure• and other data for 
cons~mer reporc card. 

• Contract with eeeencial community providers and 
academic health cencers Caa required under H.R. 3600). 

• Ma~ket broadly and wichout discrimination. 

• Adhere to required grievance procedure•. 

Mpjpi1~r1tipn1 

• Pureuan~ to federal rules, acates are reaponei~le for: 

• Coordination of premiums in two•wcrker families, 
including credits co employers co reduce employer 
aha.re. 



03123194 17:58 '6'202 690 5432 HHS OASH 
--· ---· ---

- ' -
. • Riak-adju•cing premiuma aero•• heal ch plane.: 

• Continued funding for Graduate Medical Education chrough 
asseaarnenea. 

~ 0081021 

• Costa cf Hedieaid benef iciariee and non-workera •pread among 
all qualified plans. 

• The plan continue• to have ~cat ccn~ainment elemente 
eaaential to make 1~ affordable and deficic neutral chrough 
mana9ed eompetieion and a backstop mechanism. 

• Staeea are encouraged to eatabliah a proceea for n&iotiac1on 
between pur~h•••r• (both ~tnployer and con•umer). and 
provider• and ineurere co achieve the limitations on growch 
in health care costs in most broadly acceptable manner. 

• scacea are ultimately reaponaible for administering the cost 
containment plan •• 

• States must apprcve and e•tabliah premiums to assure 
prc•pectively that che overall increaae ~n premium• is 
within che allowed level of srowth under H.R. 3600. 
There ia provision for automatic reduction• in payments 
to plan provider• to protecc individuals, employer• and 
in•urer•; and, provision for acace reeponsibility for 
any exce•• aubaidy costs reeulting from exec•• growth. 

• Federal gcvernmenc would have ~hese reapona1bilitiea only i! 
atatea do net carry them out. 

• Federal spending is reduced in ehe bill co achieve budgec 
neutrality. 

• Federal spending is capped at levels specified in the bill. 

• An explicit mechanism is included for defining au~cmatic 
reduecion• in nev spending equal to the shorctall. 

PWLIC ml,TJI 

• Dedieace portion of the 1 pereent payroll aeaeaemene ~o 
targeted p\lblic health prQg"rams. 
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• Clarify tha~ definitiona in the bill Je,g. employer/ 
employee/contractor> will not affect definition• under any 
ocher law unle•• apecified . 

• 

[Note: Provi•iona in H.R. 3600 not specifically addreased above 
are generally retained.] 

•[For purpose• of detezini.nin9 firm size, reference• to 
•employee•• are eo fl.lll-time equivalent employee• and include 
pare-time employee•.] 


