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Thank you for this opportunity to present the views of the Jackson Hole Group on

beneflt plans.

As you know, the design of the benafit plan will in large measure determine the cost
of a national heaith program. The benefit plan, In effect, defines thé product of one

of the largest industries in the country and, congsequently, will be the primary

determinant of the costs af that industry. While we balleve that providing a single
unifarm effective health benefit plan should be the ultimate goai of 8 national heatth
plan, we strongly suspact that providing a singls comprehensive benefit plan to all

Amaericang at the outset, will bg necessarily very costly and potentially delay access

to those most in nged.

Under an employer or individual mandata the costs of 8 providing single mandated
comprehansive benefit plan could be prohibitive for small employers and individuals
alike. There Is also the danger of locking-in any single, comprehensive beneflt plan,

and adding benefits is always easier than taking them away.

What aiternatives are there?

® One could begin with a single comprehansiva (and costly) plan and gradually

phasa in access as financing permirted,

or
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2
® One could begin with a single less costly pian with early access for all and

add benefits as financing parmitted.

e Alternatively, one could initially offer poth a less costly or "Basic Plan® with
a high cost sharing and a mors costly "Standard Plan” with iow cost sharing.

We suggest that this approach would mare 'closely balance need and

L { affordability while facilitating early universal caverage.

The principal disadvantage to offering 8 choice of two benefit plans is that it would

tamporarily craate 8 two-tier system.

The principal advantage Is that it would facliitate early universal coverage for all

Amaericans.
Tha goal would clearly remain to arrive at a single uniform benefit pian in 5-10 years
once more experience is gained with the costs of each plan, and once reform ha-

produced incraased efficiancy in our delivery system.

Undar this approach, we would require 2il accountable heaith plans to offer both the

Basic and Standard Plans 1o minimize potential risk selection problems.

A tax cap could be set at the cost of the Standard Plan which would encourage
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employers and individuais to buy up to this plan.

Model “Basic*® and "Standard® Plans are sttached. They differ primarily in the leve!
of cost sharing. It ls impartant to note that both plans are idantical In the coverage

of preventive sarvices.

The Basic Plan is approximately 25% less costly than the Standard Plan. |t is this
dlfferpnce in cost that we feel would tacliitate* early universal coverage for all

Americans.
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MODEL BENEFIT PLANS
Cost Sharing Assumptions
BASIC PLAN STANDARD PLAN

Deductible: $1,000 $200
Coinsurance: 70/30 90/10
Qut of Pocket Limit:

Single $3.,000 $1,000

Family $6.000 $2,000

Note: The above cost-shasing would apply regardless of whedher services were delivered tirough HMO,
PPO. or indemni T

vty

21

-t

Supplerment to Unifoem Effanror Heslin Bamefis - Sepirmber Q. 199)
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MODEL BENEFIT PLAN(S)
SERVICES ' 8ASC STANUARD
Aduyte Care Faciiily Servicas:
Hosphtal (Acute) ' 1050 iy
(3200 Ded/Day)} (820Q Ded/8tay)
lrMOI'WII Heatth / Subatanca Abuse 70130 9010
30ar104
Emergency Department 70730 90/10
Surgicantsr 7030 sane
Olggnastc (Leo/X-Ray) : r0130 010
—l
Oncalegy / Diatyars : 76730 90/10
Profysaiogal Servicas
Inpatent Visite 7070 /10
Office Vails ' 70730 9010
$10 Copay $10 Copay
Psyehothenapy 20080 BOrso
Oental (Age 18 andg under) Pravant & Diagnestic Prevent Diagnostie, & Filings
8020 8020
$10 Copay $10 Copsy
Qutnatient Prescriction Crugg '
Prescriptién Drugs 7010 /10
$7.80 Copay R0G $5.00 Capay 30d
E:lendec Care:
Occzupational/'Speech Therapy 70730 90/10
Rehsd Services - 70739 99/10
Nursing Home 76730 90/10
(100d) {100d)
{_Ho_lpies Care T0r3Q 90110
| Home Healh Sarvices 70130 30110
Qurgole Msearccal Esutomem w0 90/12

Supplement to Uniform Cffective Heslth Benefit « Gepsemacr 50, (59
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(wotoomspromovan | e | suaes

| Wei Baby Vishs 100% 100% J
a (mmynizatons 100% §00%
H Mammograghy/ PAP / Other Approved 100% 100%
Screening Studies
I Vision / Hearng Exams 100% 100%
Pra Natal Visits 100% 100% f
Phyeicsi Exams 100% 100% "

‘Prévantative Services - Deductidie does not apply, but well developed schedules for the racammended and approved
{raquency of preventive and screening sorvices wowld eaply.

Exciuafons from Coverage

Eyegiusses or headng sids.

Preveatative and restargtive dantal services
for aduns (csar 18 years).

Dental care. except §3 required secondary
o injury.

Qra! Surgery. except for lumor, mfection or
as fequired secondary 10 injury or other
maedical ¢condition.

Cosmatie surgery

Reversal of votuntary sterifization.

Anificiat conzeption procegures excest ay

2oproved dy plan guldefines (e.g.. GIFT er
JFT for 2 cycles).

‘Supplanet o Unifarm Effective Heah &cnefin - September \0. 199)

Routing foot care.

Quur the caunterarygs.

Private duty nursing gérvices.

Custodia! cara.

Invesigedonal or axper¥nental thergpies
procedures, ¢ testy excapt as aoproved by
the Heahh Standzrde Board or AHP.
Specifie conditions o¢ creumstances under
which the Hearth Stanaards Bosed ar AMP
determine tha! othsawise effective
treatments have no net benefif,

Onrnhodonlia. Endodontia. Periodontia

— e
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Mode| Plan Costs
BASIC* STANDARD*
Plan Type Single Family Single . "Family
HMO* $108 $289 $134 $388
POS* $120 $327 $151 $414
PPQ" $133 $363 $159 $433

* The cast-alaring far e Basic Plan is the same wiwther provided by an HMO or PPO. as Rt is for the Standard Plin,

Model Plan Cost Differences:

o The Basic Plan is 25% less costly than the Standard Plan from an HMO; and

18% less costly from a PPO (for the same product).

The Basic Plaa is 27% less costly if received from an HMO rather than a

PPQ; and the Standard Plan is 20% less costly if received from an HMO
rather than a PPO.

Suoplecaent to Undorm Effective Health Benelnns - Septemder 30, (993

- Y&JIVLC (V1w
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EXECUTIVE OFFICE OF THE PRESIDENT </
OFFICE OF MANAGEMENT AND BUDGET O
Washington, D.C. 20503 : ) %
February 28, 1994

LEGISLATIVE REFERRAL MEMORANDUM
LRM #I-2132

TO: Legislative Liaison Officer -
COMMERCE - Michael A. Levitt - (202)482-3086 - 324
DEFENSE - samuel T. Brick, Jr. = (703)69/-130> - 325
JUSTICE - Sheila F. Anthony - (202)514-214) - 217
LABOR - Robert A. Shapiro = (202)219-8201 =~ 330
TREASURY = Richard &. carro - (202)622-1146 - 228
VA - Robert Coy - (202)3535-8113 - 229 {

SBA - Christine Swedin - (202)205-6702 = 3?5

TROM: JANET R. I'ORSGREN (ror)“i?\( j,t
Assistant Director for L gislative Reférence
OMB CONTACT: Robert PBLLICCI (395-4871)
Secretary’s line (for simple rosponsos)x 395-7362

SUBJECT: IS Proposed Testimony RE: S5 1757,=Heulth
Security Act

DEADLIND: 5:00 P.M. March 1, 1994

COMMENTS: Hearing is before the Senate Finance Committee on
Thursday, March 3xd. The hearing is on the benefit package

contained in the Health Security Act. Judy Feder is the HHS
witness.

OMB requests the views of your agency on the above subject before
aavising on its relationship to the program of the Fresident, in
accordance with OMB Circular A-19.

Please aavise us ir this item will arrect direct spending or
receipts for purposes of the the *‘Pay-As-You-@Go!' provisions of
Title XIII of the Omnibus Budget Reconciliation Act of 1990.

cc:

Nancy-Ann Min Steve Richetti
Gene Sperling (Paul Melanne Verveer
Jamieson) Len Nichols

Ira Magaziner Linda Blumberg

Bop Boorstin Barry ¢Clendenin (2)
Jason Solomon Bill Dorotinsky
Meegan Prunty Shannah Koss
Jennifer Klein Kim 0’Neill

Jack Lew Janet Forsgren

Chris Jennings
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LRM #I-2132

RESPONSE TO LEGISLATIVE REFBRRAL MEBMORANDUM
If your response to this request for views is s mple (e.g.,
concur/no comment) we prefer that you respond by faxing us this
response sheet. If the response is simple and you prefer to
call, please call the dbranoh-wiae 1ine shown below (NOT the
analyst’s line) to leave a message with a secretary.

You may also respond by (1) calling the analystyattorney s direct
line (you will be connected to voice mail if the analyst does not
answer); (2) sending us a memo or letter; or (3) if you are an
OAS1S user in the gxecutive ofrice of tne rresident, sending an
E-mail message. Please include the LRM number bhown above, and
the subject shown bhelow. !

TO: Robert PELLICCI i
Ooffice of Management and Rudget ’
Fax Number: (202) 395-6148 :
Analyst/Attorney’s Diroct Number: i (202) 395-4871
Branch-Wide Line (to reach qprratary) (202) 395=-73A2

FROM: ' (Date)

(Name)

(Agency)

(Telephone)

SUBJECT: HHS Proposed Testimony RE: S 1757, Heflth
Security Act

The following is the response of our agency to §our request for
views on the above-captioned subject:

Concur
No objection E
No comment i

See proposed edits on payes

Other:

FAX RETURN of pages, att&Ched vo this
rasponse sheet i

i

1
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Mr. Chairman and Nembers of the Committee:

I am pleased to come before you today to talk about the
comprehsnsive bensfit package under the Health s.eﬁrity Aoct. The
Aot ropresentg the President'!s commitment to the Aﬁerioan people
for health security through a guarantesd oomp:-henéive bsnefrit
package. !

I éo not need to remind you that 58 millien Anarioinl are

un{sured for some time sach year and that millions boto have

health insurance thet does not meet their needs: |

. Bl million Americans with those pre-sxigting utnd!.tlonlr
pecpla who are paying more or ocan't get insurahce at all or
they can't even changs thelir jobs because :hny!or somaone in
thelr family has one of those pre-existing conhitions.

. 8ixty nine percent of policiee don't cover pre?oxiating
conditions; |
j
. Less than 40% of privataly inaured 1ndividua1.§havo ooverage

for routine preventive services, and even in HTO': where
preventive care is almosl universally covered, more than 50%
inpose cost sharing on these services. ’

Mr. Chaitrman, we all agrea that the nation must address these
inadeaquaciex in our current {nourancc system. I anm pleased to
come before you today to talk about how the Preaiderit's plan
prevides sosvices and beneritsp that will enable all Amerioans to
stay healthy, prevent disease, and do thiz at an affordahble aost.
The Health Becurity Act guarantses all Americans will have
eoverage for a comprehensive set of benetits aotineﬁ in statute.

1

{

i
|

-
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We considar 3t cssential to tho ultimate success of health care
reform to not only @sfineo the benefit package in léltnto, but
also to asaure that thu package is comprendsasive. %

!
Dafining the banafit package in atatute olininueeuétho eontusion
that exists today and prevents patients fzom diaco{erinq. just as
they need coverage the mosi, Lhat they have rencaoi thelir
lifetime limit or that a partioular illness or conditien is not
covered. Just as important, it {s iwpossible to estimats the
coets of the benetit package to omployers, individuals and the
governmont without clearly defined benefits or cost sharing,

In addition to being clearly definad, tha benefit pLexaqo nuat be
comprshansive to aveid the perpetuation of unoonponiatod care and
the cest shifting that exists today. cComprehensive: coverage also
snoouragea the use of cost-effective preventive eatb, inatead of
the present gystem, which encouragas individuals tofwait until
their illnaases are scvere and costly before cookin& treatment.

Second, without a standard vumprehensive package, p{ans may offar
benefits designed to attract healthy cuatomers, perpetuating
thair ability to ocompate based on adverse neloetionéot "cherry
plioking", rather than foreing them tu compets by prévldlnq hign
Qquality hualth care at an artordarle pricas.

Finally, we must ensure access to comprehencive bcnétltl to avolid
the creation of a two-tiered system where the wocltﬁy may be able
to afford a guwd benefit package, while the miadale jlags and poor
mey bs forced to purchase only cataatrephic eoveraqj vith high
out-of-pocket axpenditures. Certainly those with tﬁo neans to do
#o will always bes able to purchass "deluxe" covoragi - tor
private hospital rooms, plastic surgery, ana othar ﬁlnlrlts
beyond the guazantesd package, Health Sacurity, howaver,
requires that evaryone has coverage for medically hecessary and
appropriate carae. j

i
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RANGE QF DRNEFITS

The Healill: Securlty Act provides a benefits package which defines
a broad range of health eervices, prohibits plane from excluding
anyone dua to pre-existing conditiens, and has no gitotine limit
on the benefits. The Act docs not specify clall.ljof providers,

rathor it prevides cuveruys for a range of lqrvzcoi.

gervices coverad include hospital services and services of health
pratessicnale. Health professional services are doétncd to
includo thoee serviocss that are lawfully provided by a physician,
or thoss serviges which could ba performed by a phyilntan and
which are provided by anothar person who ig legally authoriged to
provide these sexvices in the ctate.

other services covered inglude emergency services; olinioal
preventive services; mental illness and substance a@ulc sexrvicen)
family planning and pregnancy related gervices: hospice care;
home health care; oxtsnded care; outpatient lubaratbry services)
cutpatisnt prescription druge; outpatient rehabilitdtien
sarvices; durable medical equipment: vision cazre ineluding
routine eye examinatione, dlagnosis and treatment t&r defaots in
vision and sysyglasmses and gontact lenses for ohizdrén under age
187 dental care; and health sducation classes. i

This range of benefitcs is not, however a uoadillae“%pnckngc. it
{8 comparable to the average coverage senjoyed by in%IVIGUIll with
smpluyment based private health insurance. As noted by tha
congressional Budget Office, certain bensfits are more generous,
sush as the covarage of olinlonl preventive lorviceé, while
others may be less so. E

i
S 1
;
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Tt is important to nots that the comprshensive benefits package
providea cost sharing options for consumers which are
standardized to ensure simplicity in choosing umon& health plans.
These options serve to protect consumers from the 4evastating
costs of catastrophic illnosees through limits on Q t-of-pocket
oxpenditures. They also promete perscnal responsinility and the
appropriate usw vl health services through copaymerite and co-
insurance reguirenxents for all individuals. Low inoono
individuale will be oligible for assistance wvith ase COBt
sharing requirements, but they are not waived.

SENT BY:Xerox Telecobier 7021 i 2-2¢~84 i ¥:41FH

- |
CLINICAL FABVENTIVE SERVIQES %

Prevention is the cornerstone of the lealth Beouriti Act. The
gomprehensive bsnefits pavkage includes a wide arra& or
preventive services not covared by the majority of todsy's
insurance plans - immunizations, well-child care, BARMOGTAPRY,
pap emears and other screenings and early detection: measuzes =
wvhich will prevent lLwsalth problems or help resoive inen bezora

they becone serious {llnesces.

I
. .The plan effars poriodioc olinieian visits - toi
c¢hildren, adolesvenis, and adults - which prov;uo
cocasions for preventive monitoring and aounseling
appropriste to each person's age, gender and E
developmental olroumatances. These preventiv-ilorvices
will be fully vuvered wiih no cost sharing.

3
1

I

. our firat investment in healthy children is godd
prenatal care for mothers. To remove any rinGAcLul
barriers to these critical services, tha Hcalcﬁ
Security Aot provides for conplete prenatal caﬁe with

!

no aost-sharing. |
. Children will receive a [ull range of provontiJn
4 5
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services, including ismunizationa, well-baby Lhockups
with no cost sharing to ensure that all ohildten get
off to a healthy start. %

. For women, the Act will cover a schedula of picvcntiv‘
socreeninge¢, tests and chackups with no oo-t--ﬂuring.
Oortain preventive wervices will be targeted ﬁo groups
that have & high riek for particular diseases.

o All women receive clinioian vieits, including klinicul
breast exame, at regula: Intervals with no cni:-
sharing. All women will also recsiva routine Euroening
mammograms evary two years, beginning at age ap, with
no cost sharing. !

E

. Additicnally, women of any age can racaiva ali&ical
serviocas, including clinical breast exanms, nndi
mammograms at any time when thcy are nedicallyi
necessary of aeppropriate with cost sharing as lplclrled

by their plan,

For the tirst time, all perscns with mental and substanae abuse
disorders, and their families, will have access to ipooialisod
garvicea. Tho proposal gives health plans the floxibility to
provide apprepriote types, mix, and level -of sorvio‘l for eaoch
individual. i

!
The substance abuge and nental illlness banefits v&;£ provide
important services for persvis with these disorgers. 1heé Health
8courity Ac¢t represents a meaningtul improvement over today's
typical insurance policy that covers only a narrov range of
services, and that encourages expenaive inpatient ¢ re over more
cost-effective alternatives. 7
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The baginning benefit covers services that are 1np$:tant both to
raforming the system and to caring for Americans wlth mental or
substance abuse disorders. UListinctly alrferent tiom typiocal
insurauve policies of today, the ACt does not 11n1§ intensive
treatment to inpatient covarage in hospitals hut bﬁoadeno it ¢o
residential settings and intensive nonresidential éaro, such as
partial hospitalisation and intensive day trautnnnﬁ prograns,

_SENT BY:Xerox Telecopier 7021 3 2-20=04 i 3:42PH i

Also important in this mix im that the Act 1ncludal coverage for
diagnosis, modiomtion managermant, orisis services, hnd somatic
treatnent sorvices copparable to thal of other health services.
Nlealth plans willl aleo have the rlexiblility tO use pase

managenment services. !

The beginning bancflt adopts a flexible benefit deniqn. Under
the Act's flexille benstit structure healith plans u?o ancouraged
to move to a managed benefit. Banefits such as intengive
nonresidential services (e.g., partial hospitalization and
intensiva day programs), outpatient psychetherapy, ind substance
abuge ocouhseling are available as wubstitution gfor #nt nore
expensive lnpatisnt and residential settingi. Thisgnow
structuring is consistent with the intent of the Administration’s
2001 mental health and substange abuse bsnefit vhioﬁ will Tely on
health plan wanagement of the benefit rather than specific
limits.

!

The President is committed to making mental health énd substance
abuse 6a«rvices an integral part 0of a natiensl systeﬁ of health
care. The benefit prapossd for 2001 is a dramatie itop toward
eliminating the historic disorimination against mentsl illness

and substance abuse. i

RROTBOTING LOW=INCOME CHILDREN

Under the Health Security Act, leow-income families {111 be
i

6 i

oy oy e
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members of the eame health plans with the gane hoaﬁth card as
ether families in thelyr area, and health plans wil% recalive the
same premium payment regardless of tha income atatus of the
family. Familiaes who today recsive health care thﬂougb Mediocaia
will join the alliance and receive assistance in paying premiums
te ensure that their insurance is affordable. nlig;blo lovw=
income families will also receive assistance with ubst-lharlng.

|

Every Amarican, including those who ara so poor tha; they
ourrently qualify for health coverage under ncdioaih, will be
able to receive the redsrally quaranteed benerlt papkage.
However, we recognige that some children who ars coberod under
Madiocaid currently receive some servicas that go bo}ond the név
array of benefits. In an effort to ensurs that tho?o is no gap
in eervice for low-iuvome chilldren, the plan includes a new,
capped, federal program for poor children with specIaI naeds.

This "wrap around” prograz will have federal cliqibility
criteria, roughly structured on current NMedicaigq critcriu, ana it
will cover a federally determined set of sarvicas f#r aligible
children undar age 19. Basically, the services wili incluae
Medicaid gervicas that arc not included in the aompfohonlivo
benefit packaye, such as hearing ailds, transportlttén, ang some
therapies. E

i

2ROTECIING INDIVIDUALS WITK DISABILITIES
i

Comprehenasive coverage of preventive care and medical troataent

goes a long way tovard easing the threat of disease ithat faces
all childzen and families in america. »msut tamillosiﬂho have
relatives with cohronic health problems or severe disabilities
faca spacia) challangss.

Outlawing pre-existing condition sxclusions and romﬁving litetine

7 |
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limits on banerits will help these rfamilies anormously. But many
6f then nead rore -- they need long=term supports o help thenm
keep their laved-ones at home, in the family, in t:L community.
Families are uul looking Lo bs replaced by a letvlcb systen --
but they need eome reinforcement. They need a real choiaca
beyond institutionalizing their relative or bankrupting the whole
family to keep their children at heme. The plan offera real
hope, in the form of a major new expansion in commuhity-bunnd
long=-term care. j

The nev long-term care program, which ropresents a Bignificant
incxrease in epending for community-Lamsed long-Lerm Lar-, wlll
provide a range of community supports to psople wiﬁﬁ severe
disabllities, regardless of their age or incone. Tﬁi- new
program will be financed jointly by states and the ?odorll
government., However, it will differ from Medicaid 1n that
federal malul rates will be higher, reqeral rundlngiwlll be
capped, people will not have to be poor to qunliry,}and tha
prograw will be highly flexible. ;

I addition, the Medivald long~term care program wlil continue
for low income children both institutional services; ineluding
ICPs/MR) and community-based services, including pelsonal oare,
homo health, and Nedicaid homs and comnunity-based waivers.

OTHER INVESTXENTO

The President rscognizes that ineurance alone can nit neet the
needs of all Amaricans. To help improve acceas to éppropriato
care and to help prevent disesase and promote hoalthé the Health
Bacurity Act includes several new anoetment.prvpondls.

FArst, the Aot includes two Ne¥ grant programs to support school
health educatinn programs and to fund school healthtlc:viceu.
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Under the Act, $§50 million in FY 1995 will be authorised tvo

support the planning and implementation of comprahengive school
health education prograws for childien in kindurglrtan througn
grade 12.

In addition, the Act authorizesm $100 million in FY 1996 rising to
$400 million per year by 1999, to help fund school henlth
sexvives luuluding preventive health services; menthal health and
social service counseling, substance abusae nounse!ibq, care
coordination and outreach, management of eimple illhess and
injurlies and referral and folloew-up for more seriout oonditions.
These funds will be targeted to adolescents and eom#unicies nost
in need of support. 5

In addition, new tunding will be authorized teo holp%auppott
public health {nitlatives uf speclal lmportance to éh- health or
children including immunizations, lead poisoning lqioonlnql,
health education and violence prevention. §

1

Iinally, the Heallli S8agurity AclL invests in primuryiunro and
enabling services such &as transportation and outreagh servicas
and in the training of primary care doctors 1ncludi§g
pediatriciane, obstetrioiana and family physicians to anaure that
ohildren and expectaul swlliers will not lack appropriste medical
care.

SoNQLIBION

Mr. Chairman, the Health Security Act was designed to guarantee
all persons legally residing in the Unitod states aqoess to
comprshensive medical care. The President has tukeﬂ 8 bold step
in spelling out that guarantwe by definiuy a -bcndu%d package of
benetits in legislation. 'ihis package is palanced t0 provide
acoess to the full ranga of madioally neaessary or atpropriato
services while ensuring atfordability through the appropriato use

9
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of cost sharing and the emphasis on acute and post acute
sorvices. This guaranteed Lwnefit pacxage 18 essential to the

succeas of health care rerora in terns of improved !.n]th for all
Americans at a cost this Nation can atford. '

10



