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NATIONAL CONFERENCE OF STATE LEGISLATURES

JULY 6, 1978

David Obey

George Will

Alan Rosenthal

Delegates Focus on Legislative Power

Ballroom, 10:00 am-12:15 pm

The recent resurgence of Congress
in federal decision making and the
reassertion of legislative power in the
states will be the focus of discussion
at today’s Opening Plenary Session on
“The Legislature as an Institution.”
Featured speakers are Rep. David R.
Obey (D-Wi.), Professor Alan Rosen-
thal and columnist George Will.

Obey, now in his fifth congressional
term, served as chairman of the Dem-
ocratic Study Group’s Task Force on
Congressional Reform in 1974. He will
examine the motivation behind Con-
gress’ decision to take a more aggres-
sive role in establishing federal policy,
assessing whether this has been a grad-
ual development or one triggered by a
specific incident. The need for exten-
sive hearings. negotiation and debate
on legislation are among the problems
which Congress still faces in attempt-
ing to assert itself as the policy-making

branch of the federal government.
Obey will discuss each of these obsta-
cles and explore ways in which Con-
gress and the state legislatures can bet-
ter share innovative ideas and work
together toward common goals.

Discussion will then shift to the state
level, as Rosenthal looks at state leg-
islatures’ efforts to become the
policy-making branch of state gov-
ernment. Recent improvements and
modernizations in the legislatures will
be highlighted, including increased
staffing and staff specialists and the use
of computers, television, videotape
systems and other new technologies.
Rosenthal will assess the tangible re-
sults of these improvements, suggest
areas which still need substantial work
and advise delegates on future prob-
lems which can be anticipated and
planned for.

As Director of the Eagleton Institute
of Politics at Rutgers University, Ro-
senthal has worked with or consulted

with legislatures in more than half the
states. His books on state legislative
politics, including Strengthening the
States, Legislative Performance in the
States and Politicians and Profession-
als, reflect his broad experience in this
area.

Political analyst George Will is
scheduled to wrap up the plenary ses-
sion with his observations on how well
Congress competes with the President
in making federal decisions. in con-
trast to how much state legislatures are
actually making state government pol-
icy.

Will, a former congressional staff
member, became contributing editor
of Newsweek in 1976, writing a bi-
weekly column in addition to his na-
tionally syndicated column which now
appears in 210 newspapers across the
country. From his vantage point as an
observer of the political scene, he will
comment on the direction in which
state legislatures appear to be headed.




Energy, Science, Natural
Resources, Transportation,
Urban and Rural
Development

Thursday, 2:45-5:30 pm

An International Look At U.S. Energy

Policy

Moderator: Rep. Mary O’Halloran
(Ia.)

Breckenridge Room

The State Legislative Role in Water

Management
Moderator: Sen. Dan Noble (Co.)
Colorado Room

Financing State Highway Systems
Moderator: Sen. Eugene Snowden
(In.)

Empire Foyer

Concurrent Sessions

Fiscal Affairs

Thursday, 2:45-5:30 pm

Tax and Expenditure Limits
Moderator: Sen. James Kadlecek
(Co.)

Empire Room

Education, Human
Resources, Law and Justice

Thursday, 4:00-5:30 pm

The Impact of Spending and Taxing
Limitations on School Districts
Moderator: Dr. Bill Wilken, NCSL
Terrace Room

Domestic Violence
Moderator: Herrick Roth
Gold-Century Rooms

General Government
Operations

Thursday, 2:45-5:30 pm

Legislative Foresight: Public Choices

for the Future

Moderator: Rep. Gordon O. Voss
(Mn.)
Beverly Room

Federal Preemption: National Uni-
formity vs. States’ Rights

Moderator: Robert Grimm, President,
State Governmental Affairs Council
Silver Room

Civil Service Reform: The Legislative
View

Moderator: Sen. Paul Offner (Wi.)
Savoy Room

Agenda

Thursday, July 6

8:00 am-6:00 pm
T:30-8:30 am

Registration, Lobby

7:45-10:00 am
7:45-10:00 am
10:00 am-12:15 pm
room
1:00-2:30 pm

2:45-5:30 pm

4:30-6:00 pm

4:30-10:00 pm
seun

Friday, July 7

8:00 am-2:00 pm
7:45-9:00 am
9:00-11:30 am
9:00-11:30 am
11:45 am-1:30 pm

Registration. Lobby

1:45-3:30 pm
3:45-5:30 pm
5:00-7:00 pm
7:00-10:00 pm
6:30-10:00 pm

Saturday, July 8
9:30-11:30 am
12:00 noon-2:00 pm

2:00 pm Adjournment

Demonstration Two-Way Videoconference by Satellite, University
aof Colorado Medical Center TV Studio

Legislative Staff Breakfast Meeting, Empire Room

Legislative Leaders Breakfast Meeting, Silver Room

Opening Plenary Session: "'The Legislature as an Institution,” Ball-

General Luncheon for All Delegates: **State Legislatures and Our
Future Society.”” Ballroom

Concurrent Sessions

Nominating Committee Meetings, Director's Rooms 540/541

Family Night Activities: Western Style Rodeo/Barbecue, Old Coli-

Legislative Leaders Breakfast Meeting, Assembly |

Concurrent Sessions

Spouses Program, Silver Room

General Luncheon for All Delegates: ““The Influence of Media on
Palitical Institutions,”” Ballroom

Concurrent Sessions

Concurrent Sessions

Canadian Reception for U.S. Legislative Leaders, Colorado Room
State Dinner. Ballroom

Junior Delegates Program, Conrt St. entrance of Denver Hilton

Annual Business Meeting, Ballroom

11:30 am-12:00 noon  Regional Caucus Meetings

Closing Plenary Session/Luncheon for All Delegates: ** Creative Fed-
eralism: Relations Among Qur Governments.” Ballroom
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Concurrent
Close-Up:

An International Look at U.S.
Energy Policy

Participants will look at America’s
energy future and implications of pos-
sible U.S. choices on the rest of the
world. If there is a risk of an energy
crisis or a major world depression.
should the U.S. try to decentralize
electricity production? What are the
implications of small-scale alterna-
tives?

Domestic Violence

Panelists will examine the problem
of domestic violence and services
available, the role of the legislature in
addressing the problem, and how the
legal system handles victims of batter-
ing.

The State Legislative Role in
Water Management

The content and implications of a
National Water Policy for the state leg-
islature, its challenge to the states’ his-
torical management of their own water
resources, and changes in the tradi-
tionally passive federal role will be dis-
cussed.
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National Columnist to Address Breakfast Session

Silver Room, 7:45-10:00 am

An in-depth look at “*The Legisla-
tive Leader’s Role in State-Federal
Relations’” will accompany the orange

juice and coffee at this morning’s Leg-

islative Leaders Breakfast Meeting.

Neal Peirce, nationally known col-
umnist on state/local affairs, will ex-
amine recent, current and expected
federal developments of concern to
state legislatures. Legislative leaders
must look beyond their own state-
houses, ready to act on as well as react
to events in Washington, Peirce ad-
vises.

Peirce is well qualified to offer such
advice and to delineate the areas on
which legislators should focus their at-
tention. As a founder and contributing
editor of the National Journal and as
political editor of the Congressional
Quarterly throughout the 1960’s, Peirce
has been in constant touch with the
nation’s states and cities. He travels
his beat—the 50 states—two weeks
each month. writing a weekly column
on state and local government and fed-
eral relations. The column, which be-
gan in 1975, has appeared in over 150
newspapers.

I think you need to combine re-
porting from the grass roots and com-

mentary to give focus and a national
perspective to what's happening,’
Peirce says. He provides this national
perspective not only through his col-
umn, but also through a set of nine
volumes on ‘‘people, politics and
power’’ in each of the states and re-
gions of the United States. “*I'm trying
to report the best—and worst—of
what’s happening in our states and
communities,”’ he explains, *‘to cross-
fertilize ideas, to show the amazing
new forces at work at the local level
across the country.™

Following Peirce’s call for legisla-
tive watchfulness in Washington,
Maj. Ldr. Stanley Fink of the New
York State Legislature will describe
some of the ways in which state legis-
lators can keep up with and influence
federal events. Fink will discuss the
operation of his state’s Washington
office as one of the ways he has found
successful in highlighting state legisla-
tive concerns at the federal level. An
increasing number of states are choos-
ing this means of staying in touch with
federal representatives and officials.
Several states also hold regular meet-
ings with their federal delegations,
either in Washington or in the state
capitals.

Rep. Richard Hodes, Chairman of

Other Thursday Morning Meetings

Empire Room, 7:45-10:00 am

After meeting separately in commit-
tees throughout the past year, legisla-
tive staff members will have an oppor-
tunity to breakfast together this morn-
ing.

Dr. Robert S. Herman, outgoing
NCSL Staff Vice President and Spe-
cial Advisor to the Speaker in New
York, will address delegates on *'Leg-
islative Staff in the Modern Legisla-

ture.’’

University of Colorado Medical
Center, 7:30-8:30 am

Delegates who are not interested in
starting the day with a healthy break-
fast may prefer to begin with a two-
way interactive videoconference. A
satellite demonstration will link partic-
ipants at the University of Colorado’s
Medical Center with those at NASA
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Headquarters in Washington, D.C.

Legislative representatives and
White House staff in Washington will
““meet’” with public television person-
nel and interested iegislators and staff
in Denver to discuss ““Videoconfer-
encing for State Legislatures: How It
Works, Applications, Costs.”” The fo-
cus will be on potential legislative ap-
plications of satellite videoconferenc-
ing, including interstate seminars, cri-
sis conferences and data transmission.

NCSL will provide transportation
from the downtown Denver hotels to
the medical center. The NASA studio
is located at 600 Independence Ave-
nue, S.W. in Washington.

Birch Room, 7:45-10:00 am

National Association of Black Women
Legislators Breakfast

Neal Peirce

NCSL's State-Federal Assembly, will
wrap up the breakfast session with a
discussion on NCSL’s Washington
Office of State-Federal Relations.
Hodes will describe the capabilities
and services available to legislative
leaders to assist them in increasing
their understanding of state-federal is-
sues and augment their ability to have
an impact on federal decision making.

Time Out
for Fun . . .

Those who have the time to get
down to the serious business of enjoy-
ing Denver can take advantage of one
of the three tours which NCSL has
planned for today.

Tour #1: Georgetown/Narrow
Gauge Trainride, 8:00-4:00.

Tour #2: U.S. Air Force Academy/
Broadmoor Luncheon, 8:00-4:00.

Tour #3: U.S. Air Force Academy/
NORAD, 8:00-4:30.

Family Night, 6:00-10:00 pm

A special evening of family fun
will begin with a western style bar-
becue prepared by the Colorado
Cattlemen’s Association and the
Sheep Growers Association. Food
will be followed by a real western
rodeo, complete with team roping
and bronco riding.
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Legislatures in the Future and Tax Limitations

Highlight Afternoon Program

Ballroom, 1:00-2:30 pm

The Reverend Jesse L. Jackson will
reflect on “*State Legislatures and Our
Future Society’ in an address to del-
egates at today’s luncheon session. He
will discuss the current changes he
perceives in traditional values and the
role of state government and its lead-
ers in affecting or controlling these
changes.

As founder and national president
of Operation PUSH (People United to
Save Humanity), Jackson is particu-
larly concerned with the values and
directions adopted by young people to-
day. *‘If you tell me you can’t manage
your child at 16, you're probably
right,”’ Jackson concedes. “*But you
could have done it at age 6. You must
raise the child while the child is a
child.”" His PUSH Program for Excel-
lence in big city schools aims at chang-
ing attitudes and motivations of stu-
dents through parental, peer and other
local community influences.

Jackson advocates an ‘‘old-fash-
ioned, no-nonsense, nose-to-the-
grindstone ethics™ to achieve equity
for all Americans, regardless of race.
He will discuss the efforts which state
governments can undertake to achieve
equal opportunity, with an emphasis
on how states and private enterprise
can cooperate to improve the employ-
ment situation.

Long an advocate of racial equality
and human rights, Jackson was ap-
pointed National Director of the
Southern Christian Leadership Con-
ference's Operation Breadbasket by
the late Dr. Martin Luther King, Jr. in
1967. He served in that position until
Christmas, 1971, when he founded
PUSH.

Jackson’s column for the Los An-
geles Times syndicate appears in over
30 newspapers across the country.

—5

Cassettes Available

Eastern Audio Associates, Inc.
will be recording major sessions of
NCSL's Fourth Annual Meeting.
Cassette tapes may be purchased in
the exhibit area after each session
concludes.
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Jesse Jackson

Gold-Century Rooms, 2:45-5:30 pm

“To lock yourself into expenditure
limitations in the Constitution just runs
counter to the sensible principles of
constitution-making,”” economist
Walter Heller said in a recent inter-
view with State Legislatures. Ac-
knowledging the public’s anti-tax and
anti-government mood, Heller pointed
out that “‘you can never anticipate
what shifts in public sentiment may
occur.” Such limitations may be a
“‘constitutional hamstring,” Heller
warned, “if in the future, public opin-
ion should swing back towards a larger
government role, as in the case of a
severe economic depression.’”

Heller, chairman of the Council of
Economic Advisers under Presidents
Kennedy and Johnson, will be the lead
speaker at this afternoon’s concurrent
session on ‘‘Tax and Expenditure
Limits.”” He views the tax limitation
effort, most recently highlighted in the
passage of the Jarvis-Gann initiative,
as ‘‘essentially a retrograde move-
ment.”’

Lewis K. Uhler, president and co-
founder of the National Tax Limitation
Committee, will join Heller in exam-
ining the economic and theoretical
concept of placing tax limits on gov-
ernment, focusing on the pros and
cons of statutory vs. constitutional ap-
proaches.

Following Heller's comments and
a question/answer period, California

Walter Heller

Speaker Leo T. McCarthy will present
his views on the issue of tax limits.
Tennessee Rep. David Copeland and
New Jersey Sen. John Russo will join
participants in a panel discussion on
the legislative response to tax limita-
tion, moderated by Colorado Sen.
James M. Kadlecek.

Discussion of the impact of Propo-
sition 13 and similar *‘tax revolt’” mea-
sures will explore the legislative deci-
sions needed to comply with sizable
reductions in revenues.
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JULY 7/JULY 8, 1978

Ford to Address Legislators at Final Session

Gerald Ford

Ballroom, 12:00-2:00 pm, July 8

Former President Gerald R. Ford
will address delegates at Saturday's
closing plenary session and luncheon.
Speaking on ‘‘Creative Federalism:
Relations Among Our Governments,"’
Ford will discuss the best ways for
state legislators to express their views
to the President and his Cabinet.

Ford will share his perspective on
the ways in which a president can best
use state and local government expe-
riences in his search for solutions to
common national or regional prob-
lems. This will include an examination
of intergovernmental relations mech-
anisms—such as NCSL—which pro-

vide effective communications be-
tween the President’s office and state
and local officials.

During his thirteenth consecutive
term as a Member of Congress from
Michigan, Ford was nominated Vice
President on October 12, 1973 he was
confirmed to this office on December
6. He succeeded to the presidency on
August 9, 1974, following the resigna-
tion of Richard Nixon.

Since leaving office in January,
1977, Ford has traveled over 400,000
miles, lecturing on college campuses
and speaking to a variety of organiza-
tions. He is a Distinguished Fellow of
the American Enterprise Institute in
Washington, D.C.

Luncheon Fare: Politics and the Media

Sander Vanocur

Ballroom, 11:45 am-1:30 pm, July 7

Sander Vanocur. veteran broadcast
journalist, will keynote Friday's lun-
cheon session, sharing his views on
*"The Influence of Media on Political
Institutions.” Vanocur, now in charge
of political and investigative reporting
for ABC Television, will focus on the
effect of both broadcast and print me-
dia on state and federal legislative in-
stitutions.

The national news media devotes a
relatively small amount of its time and
space to political developments at
other than the federal level. Vanocur
will discuss ways in which the media
can be encouraged to cover positive
and innovative state and local govern-
ment developments, as well as report-
ing on negative events. He will exam-

ine the respective obligations and in-
herent conflicts between eiected state
officials and journalists.

After reporting for the Manchester
Guardian, The New York Times, BBC
and CBS, Vanocur joined NBC's
Washington staff in 1957. Since that
time, national politics has been his pri-
mary beat. He was appointed NBC
White House Correspondent in 1961,
and became National Political Corre-
spondent for that network in 1964. Fol-
lowing several years of anchoring a
number of television news programs,
Vanocur was named vice president in
charge of special reporting units for
ABC Television.

As Director of the Duke University
Fellows in Communications, Vanocur
heads a program for the study of the
influence of journalism on the political
process.




Concurrent Sessions

Education, Human
Resources, Law
and Justice

Friday, 9:00-11:30 am

Legislative Oversight of State Mental
Health Programs

Moderator: Rep. Hannah Atkins (Ok.)
Beverly Room

Jurisdiction Over Indian Reservations
Moderator: Spkr. Edward Manning
(R.1.)

Gold Room

Friday, 1:45-3:30 pm

Older Americans: Alternatives To
Nursing Home Care

Moderator: Sen. Jim Caldwell (Ar.)
Gold-Century Rooms

New Approaches to Sentencing
Moderator: Sen. Anthony Derezinski
(Mi.)

Colorado Room

Friday, 3:45-5:30 pm

Child Pornography Laws

Moderator: Rep. Larry Burkhalter
(Mi.)

Assembly |

Energy, Science, Natural
Resources, Transportation,
Urban and Rural
Development

Friday, 9:00-11:00 am

Nuclear Facility Decommissioning
Moderator: Rep. Mary O’Halloran
(Ia.)

Savoy Room

Design for Success (Spouses Pro-
eram)

Moderator: Anne Anderson, Colorado
Host Committee

Silver Room

Friday, 1:45-5:30 pm
The National Energy Plan

Moderator: Rep. Bill Hilsmeier (Co.)
Empire Room
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Friday, 1:45-3:30 pm

Water Quality Management: A Leg-
islative Perspective

Moderator: Spkr. Nels Smith (Wy.)
Statler Room

Innovative Urban Programs: How
Will the National Urban Policy Help
the States?

Moderator: Sen. Douglas Bereuter
(Ne.)

Vail Room

Friday, 3:45-5:30 pm

State Uses of Satellite Remote Sens-
ing
Statler Room

Who Owns America's Farmland?
State Legislation Limiting Corporate
and Foreign Ownership

Moderator: Sen John Garamendi (Ca.)
Beverly Room

Fiscal Affairs

Friday, 9:00-11:00 am

Disability Pensions

Moderator: Sen. Paul Hanaway (R.1.)
Century Room

Legislative Oversight: Auditing as an
Alternative to *‘Sunset’’
Panel Discussion

Terrace Room

Friday, 1:45-3:30 pm

Property Tax Relief and Revenue Pol-
icy Choices

Moderator: Sen. John Mutz (In.)
Silver Room

Friday, 1:45-5:30 pm

Appropriations Workshop Number I:
Budgetary Information Systems
Moderator: Rep. Phyllis Kahn (Mn.)
Savoy Room

Inflation and the Decline of the Dollar
Moderator: Sen. Audrey P. Beck (Ct.)
Terrace Room

Friday, 3:30-5:30 pm

Appropriations Workshop Number 2:
Appropriations and the Review of Fed-
eral Funds

Moderator: John Andreason, Legisla-
tive Fiscal Officer, Idaho

Empire Lounge

Appropriations Workshop Number 3:
Opening Up the Appropriations Pro-
Cesy

Moderator: Sen. Joe Clarke (Ky.)
Breckenridge Room

General Government
Operations

Friday, 9:00-11:00 am

Time Management in the Legislature:
Roundtable Number |

Moderator: Rep. Don Avenson (Ia.)
Breckenridge Room

Time Management in the Legislature:
Roundtable Number 2

Moderator: Rep. Joe D. Holt (Mo.)
Vail Room

Establishing and Documenting Legis-
lative Intent

Moderator: Sen. Duane Woodard
(Co.)

Statler Room

Public Television Coverage of State
Legislatures and Internal Legislative
Uses of Television and Videotape
Moderator: Dr. Phillip Halstead.
NCSL

Empire Lounge

Friday, 1:45-3:30 pm

Legislative Information Systems: The
Future of State-Federal Cooperation
Moderator: Sen. David J. Regner (I1.)
Beverly Room

Improving Staff Committee Effective-
ness

Moderator: Dr.
NCSL
Breckenridge Room

Kenneth Kirkland,

“Capitolizing’" on the Arts
Moderator: John Wolfe, Host of **In
the Square,” a daily radio interview
program on the arts

Denver Art Museum, the Seminar
Room

Friday, 3:45-5:30 pm

Legislative Internship Program
Moderator: Assy. William Passan-
nante (N.Y.)

Assembly 3
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SFA Policy Resolutions Submitted for Approval

The following resolutions were
among those adopted by the State-
Federal Assembly during 1977-1978.
Each resolution was accepted by at
least three-quarters of the states at-
tending the respective SFA. They will
be brought to the floor for ratification
at NCSL's Annual Business Meeting
on Saturday.

Criminal Justice

Federal Criminal Code Revision:
NCSL supports Congressional efforts
to revise and simplify the federal crim-
inal code and assure a balance between
state and federal criminal jurisdiction.

Education

Administration of Federal Educa-
tion Programs: NCSL urges appoint-
ment of a sub-cabinet official with bud-
getary authority over federal educa-
tion programs who will be responsible
for liaison with the legislative and ex-

ecutive branches of state and federal
government.

Energy

Nuclear Power Plant Licensing and
Siting: NCSL recommends that states
be given the responsibility for deter-
mining the need for nuclear power and
for performing environmental analy-
ses of proposed sites and facilities.

Nuclear Waste: While NCSL be-
lieves the federal government should
have ultimate responsibility for acci-
dents involving nuclear wastes, it asks
the President, Congress and the De-
partment of Energy to assist impacted
states with funding for assessment of
proposed nuclear waste repository
sites.

Energy Impact Assistance: NCSL
believes if states are to be responsible
for a share of energy impact funding,
states should also share with the fed-

eral government the authority to de-
termine how the funds are to be spent.

Government
Operations

Public Pension Recommendations:
NCSL supports prohibiting changes in
pension benefits by any body other
than the state legislature and recom-
mends the consolidation of state and
local government pension plans into
one plan.

U.S. Civil Service Reform: NCSL
urges Congress to adopt legislation
which would reform the federal Civil
Service system. NCSL supports the
Civil Service Reform Act of 1978 as a
model for effective personnel manage-
ment at all levels of government.

Taxable Bond Option: NCSL op-
poses adoption of a taxable bond op-
tion program by the federal govern-
ment.

(continued on page 4)

Concurrent
Close-Up

Appropriations Workshop
Number 2: Appropriations and
the Review of Federal Funds

One of three workshops on the ap-
propriations process, this session will
focus on different state procedures for
reviewing federal funds flowing into
the state and the political pressures in-
volved in passing legislation providing
for legislative review.

Public Television Coverage of
State Legislatures

Representatives from 12 states using
television coverage will look at the
costs, funding. formats, equipment
and staffing of public television cov-
erage of state legislatures. Panelists in-
clude two producers of television
shows covering the legislatures in Ore-
gon and Florida,

Design for Success

An analysis of individual goals and
approaches to positive living is de-
signed for spouses of legislators.

Agenda

Friday, July 7
8:00 am-2:00 pm
7:45-9:00 am
9:00-11:30 am
9:00-11:30 am
11:45 am-1:30 pm

7:00-10:00 pm
6:30-10:00 pm

Saturday, July 8

9:30-11:30 am
11:30 am-12:00 noon
12:00 noon-2:00 pm

2:00 pm

Registration, Lobby

Legislative Leaders Breakfast Meeting, Assembly /
Concurrent Sessions

Spouses Program, Silver Room

General Luncheon for All Delegates: **The Influ-
ence of Media on Political Institutions,"” Ballroom
Concurrent Sessions

Concurrent Sessions

Canadian Reception for U.S. Legislative Lead-
ers, Colorado Room

State Dinner. Ballroom

Junior Delegates Program. Court St. entrance of
Denver Hilton

Annual Business Meeting, Ballroom

Regional Caucus Meetings

Closing Plenary Session/Luncheon for All Dele-
gates: “*Creative Federalism: Relations Among
Our Governments,”” Ballroom

Adjournment
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Delegates to Adopt Policy Positions

(continued from page 3)

Industrial Development Bonds:
NCSL opposes the President’s rec-
ommendation to restrict the use of in-
dustrial development bonds and the
limitation of these bonds to federally
determined " distressed areas.”’

Social Security Financing: NCSL
encourages Congress to re-examine
the schedules for financing of the so-
cial security system. NCSL also rec-
ommends that payroll taxes be re-
duced and the social security retire-
ment fund strengthened.

Human Resources

Intergovernmental Cost Sharing for
Public Health Programs: NCSL urges
the federal government to strengthen
a state-federal partnership to finance
and deliver public health services. Re-
sponsibility for the delivery of public
health services and the design of public
health programs should remain with
the state and local governments.
NCSL also urges an increase of federal
financial support for public health ac-
tivities.

Older Americans: NCSL backs
reauthorization of the Older Ameri-
cans Act by Congress in September
1978 and supports renewed funding of
the act for at least two years. NCSL
urges that the reauthorization legisla-

tion give states authority and funding
required to implement programs under
the act.

Natural Resources

National Water Policy: NCSL sees
a need for more coordinated and con-
sistent federal policies which recog-
nize state policies and programs as the
basis for a national effort toward water
resources management. NCSL be-
lieves that water policy must be de-
veloped at the state level, and that the
role of the federal government is to
provide technical and financial assis-
tance to the states.

Indian Water Rights: NCSL rec-
ommends that, where conflicting
claims to water occur, tribes, states
and non-Indian users seek to resolve
the dispute through mediation, with
federal involvement when necessary.

Rural Development

Federal Programs for Rural Devel-
opment: NCSL asks that all federal
policies, programs and regulations be
implemented with regard for the needs
and problems of rural communities.

Transp() rtation

Interstate RRR: An Interstate Re-
surfacing, Restoration and Rehabili-

Afternoon Tea and Magic

The Governor's Mansion will be the
final stop of the day for those who
choose to tour Victorian Denver on
Friday afternoon (2:30-4:30). The tour
will begin with a guided walk down
Millionaire's Row, viewing such beau-
tiful homes as the Malo and Grant
Humphries Mansions. Following tea
at the Governor’s home, volunteers
from the Molly Brown House will
present an historical fashion show,

Cassettes Available

Eastern Audio Associates, Inc.
will be recording major sessions of
NCSL’s Fourth Annual Meeting.
Cassette tapes may be purchased in
the exhibit area after each session
concludes.
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featuring styles from the 1890’s to the
1930’s.

Those with children might prefer to
spend a day in City Park (8:30-4:30).
The Denver Zoo has more than 250
different forms of animal life. Its nat-
ural habitat enclosures were the first
of their kind in the United States. A
box lunch in the park will be followed

by a special behind-the-scenes tour of

the Denver Museum of Natural His-
tory to see how lifelike animal displays
are made.

Fun for the children will continue
with an evening of suspense and
magic. Ronald McDonald will join ju-
nior delegates for dinner. The evening
activities conclude with a special
showing of *"Close Encounters of the
Third Kind.™’

tation Program should be maintained
to ensure that the federal and state in-
vestment is protected by preventing
deterioration of the system. Program
funds should be sufficient to cover pro-
gram needs.

Mass Transit: NCSL believes that
a greater financial commitment to the
nation’s mass transit system is needed.
NCSL urges Congress and the Admin-
istration to increase federal funds for
operating costs.

Urban Develo pment

National Urban Policy: NCSL
urges the Administration and Con-
gress to ensure that all federal pro-
grams for states and localities comple-
ment and reinforce state community
development strategies.

Indian Affairs

Federal, State and Tribal Jurisdic-
tion: NCSL calls on Congress to leg-
islate those areas that cannot be re-
solved by dialogue between the states
and tribes. NCSL is working to create
a commission of legislators, Indian
leaders and federal representatives in
charge of discussing and resolving ju-
risdictional problems.
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NCSL VISITS
THE SOVIET UNION

The National Conference of State Legislatures is pleased to announce a unique two-week
study tour of Soviet regional and local government, November 24 to December 9. This
special trip to Leningrad, Moscow, and Tallinn, will provide legislators, legislative staff,
and your immediate families a rare and inexpensive opportunity to cross cultural lines —
to meet your counterparts in the Soviet Union.

A special low-cost fee of $1,110.00 (based on current airfares, tariffs, and currency
exchange rates) covers round trip charter flight from New York City and return,
complete pre-departure program, and all meals and hotel accommodations. A highlight
of the trip will be a special regional and local government seminar program. Delegates
will have opportunities to explore with Russian officials in small-group settings such
issues as environmental policy, public health and social services, education,
transportation, and growth planning. Throughout the trip, delegates will be accompanied
by English-speaking Soviet authorities.

In addition, the package price of $1,100.00 includes:

® overnight and morning in beautiful Helsinki, the capital of Finland
® excursions and sightseeing activities with English-speaking guides
three theater performances and a banquet

BROCHURES CONTAINING MORE DETAILED INFORMATION AND AN APPLICATION
FORM ARE AVAILABLE AT THE NCSL PUBLICATIONS TABLE LOCATED IN THE
CONVENTION LOBBY OF THE DENVER HILTON.
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Development Bank Legislation Moves to Hill

Vice President Mondale announced
on June 20 an Administration proposal
to establish a national development
bank. The announcement, made at the
annual convention of the U.S. Confer-
ence of Mayors, moves the final piece
of urban policy legislation to the Hill.

The development bank would pro-
vide assistance to distressed areas
through loan guarantees of up to $15
million on plant construction and
equipment, interest rate subsidies on
bank guaranteed debt, grants up to 15
percent of the capital costs of an ap-
proved project, taxable development
bonds with a 35 percent subsidy rate
and a facility to improve private loan
liquidity.

The national development bank will
be a new entity under the direction of

Inside:
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three cabinet secretaries from HUD.
Commerce and Treasury. Financial
assistance will only be available to
areas which meet three of four criteria
designed to measure distress:
¢ unemployment above the national
average for five years;
® employment growth below the na-
tional average for five years:
population growth below the na-
tional average for five years:
® per capita income less than the
national average.
In addition, no jurisdiction will be eli-
gible if its per capita income exceeds
125 percent of the national average.
Ten percent of the bank’s funds would
be set aside, however, to assist *‘pock-
ets of poverty™ in areas which do not
(continued on page 9)

Natural Gas Accord

House and Senate energy conferees
reached a final agreement June 13 on
the natural gas pricing bill, but the ac-
tual drafting will probably not be com-
pleted for another four to six weeks.
Meantime, the conference committee
staff is working to complete drafting
on the coal conversion, energy con-
servation and utility rate reform bills
agreed to last fall.

Sen. Russell Long (D-La.), chair-
man of the Finance Committee and
leader of the Senate conferees on the
energy tax bill, is still adamant about
not convening the tax conference until
the natural gas bill gets past the Senate
floor, however. Since the natural gas
bill has been threatened with another
filibuster by Senators opposed to de-
regulation, this may leave little time

Vice President Walter Mondale,
addressing the U.S. Conference of
Mayors' convention in Atlanta.

Reached

for completion of energy tax negotia-
tions before the October adjournment
of the 95th Congress.

The parliamentary strategy now is
to send the four completed bills to the
Senate first. If approved, they will be
returned to the House, where they will
be debated as a single package. Since
the drafting of the coal conversion bill
is furthest along, it will probably be
brought before the Senate first, fol-
lowed by the utility rate reform and
conservation bills.

NCSL policy calls for natural gas
to continue under price regulation, but
be priced to encourage further explo-
ration of domestic reserves, and to in-
sure adequate supplies for highest val-
wed uses such as residential, agricul-

(continued on page 5)




Proposition 13

Title XX Funding

Education
Amendment

Oil Spill Liability

The federal-state and national implications of California’s recently
passed Proposition 13 are still being assessed throughout the nation.
Officials at the Department of Labor are taking a wait-and-see atti-
tude regarding maintenance of CETA public service employee lay-
offs, while preparing to lay out up to $27 million weekly in unem-
ployment claims for regular state and local employees. Rep. Phillip
Crane (R-II1.) has proposed a federal constitutional amendment lim-
iting government spending to 35 percent of national income. Several
states now have similar measures under way. Meanwhile, Atlanta
Mayor Maynard Jackson placed the blame for the ‘‘tax revolt’” on
state legislatures’ refusal to give ‘‘home rule on taxes to America’s
mayors.”” NCSL has scheduled sessions on this topic during the
annual meeting in Denver. NCSL contact: Paul Sweet, 202/624-5414.

The House Ways and Means Committee unanimously reported
HR 12973, the Fraser-Keys bill, which increases the Title XX au-
thorization by $200 million in FY 1979, bringing the total Title XX
funding level to $2.9 billion in FY 1979, $3.15 billion in FY 1980 and
$3.45 billion in FY 1981. The full House is expected to vote on the
measure under suspension of the rules. The Senate will likely act
on the Dole-Gravel amendment to the Public Assistance Amend-
ments (HR 7200) after the July 4 recess. This amendment would
provide the same incremental funding increases as the House bill.
Copies of the House Ways and Means Committee report can be
obtained from NCSL. NCSL contact: Barbara Simcoe, 202/624-5409.

The Elementary and Secondary Education bill (HR 15) is sched-
uled for House action at any time. An NCSL-supported measure
providing special grants to areas with high concentrations of low
income children is now threatened by an amendment which Rep.
John Ashbrook (R-Oh.) plans to offer on the House floor. This
amendment will change eligibility criteria and have the effect of
including all counties with as low as 2 percent low-income enroll-
ment, rather than the 20 percent now in both the House and Senate
bills. The net result will be that the $400 million authorization will
be diverted to a greater number of counties—not concentrated where
l_he monies are most needed. NCSL policy supports the concentra-
tion measure and opposes dilution of its original purpose. NCSL
contact: Sandra Kissick, 202/624-5423.

In a temporary victory for the states, Senator Muskie's Subcom-
mittee on Environmental Pollution deleted all portions of a bill which
would preempt states from establishing their own liability fund to
provide compensation for damages and clean-up costs caused by
discharges of oil and hazardous substances. The bill now goes to the
full Senate Committee on Environment and Public Works, where it

is likely the preemption provision will be restored. NCSL contact:
Joan Warren, 202/624-5431,

PIDALE |
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Review of 1978 State-Federal Issues

Education

® Proposed Title I legislation con-
tains many of the policy recommen-
dations which NCSL has endorsed.
Specifically, the bills now before both
houses provide for additional Title I
compensatory education funding for
schools with high concentrations or
large numbers of Title I children. They
also provide for federal support of
state compensatory education pro-
grams and more flexible use of Title 1
funds in schools with extraordinarily
high proportions of Title 1 children.
NCSL lobbied to retain the concentra-

Energy

e Nuclear siting and licensing leg-
islation is now being considered in
both chambers of Congress. In testi-
mony before the House, NCSL has
urged the federal government to set a
date by which to demonstrate *‘tech-
nologically safe and politically work-
able’” nuclear disposal facilities, or
else halt licensing for new nuclear
power plants. NCSL recommends a
stronger state role in the siting and li-
censing of both nuclear waste disposal
facilities and nuclear power plants.
Legislators hope to arrange a meeting
with officials of the Federal Inter-
agency Task Force on Nuclear Waste
appointed by the President last March.

® Energy impact assistance legisla-
tion now before the Senate would en-
able goverpors to set up impact as-
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tion program and permit increased fed-
eral funding for state compensatory
programs.

e FY 1979 funding for authorized
sections of the Elementary and Sec-
ondary Act was approved by the
House in early June. Concentration
and state incentive grants must receive
House approval before funding can
take place. A threatened amendment
may dilute the concentration grant
money so that it is spread among a
greater number of counties (see Up-
date, p. 2).

sessment teams of federal, state and
local officials to analyze and project
the public facility and service needs of
areas designated by the governor as
likely to undergo rapid energy devel-
opment. NCSL has submitted a writ-
ten statement to the Senate subcom-
mittee hearing this bill to urge that any
energy impact assistance legislation
incorporate a strong state legislative
role.

Other Issues

The Administration is putting the
finishing touches on a bill to consoli-
date federal funding for comprehen-
sive state energy management plan-
ning. . . . House and Senate energy
conferees have reached an agreement
on national gas pricing (see p. 1). . . .

Negotiation with DOE is taking place
to arrange for state legislative involve-
ment in the President’s policy review
of solar energy programs.
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Fiscal Assistance

® The Anti-Recession Fiscal Assis-
tance—countercyclical aid—program
is due to expire in September and pros-
pects for reauthorization remain un-
certain. NCSL has testified in opposi-

+
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Health and Welfare

® In the absence of an announce-
ment on National Health Insurance,
welfare reform continued to dominate
the human resources arena.

After three weeks of meetings with
representatives of the New Coalition,
Administration officials and key mem-
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tion to the President’s proposal to
eliminate states as recipients of sup-
plemental funds.

Sen. Edmund Muskie (D-Me.) has
proposed a two-tiered program of as-
sistance. The first tier would be the
present countercyclical program,
which would phase itself out as the
economy improved. The second tier.
effective upon termination of the pres-
ent program, would be directed toward
those jurisdictions (state and local)
suffering the most pronounced eco-
nomic crises.

Committees in both chambers of
Congress have held hearings on coun-
tercyclical assistance, but the bills
have not yet been reported out and'no
action has been scheduled.

® Members are considering a com-
promise on the President’s Tax Re-
form and Reduction Act of 1978 which
has been stalled in the House Ways
and Means Committee. NCSL has
voiced its opposition to a proposed

bers of Congress agreed on June 7 to
some basic aspects of a compromise
welfare reform measure. The major
features, based in large part on the
New Coalition’s proposals, include a
cost of about $9-11 billion, $2 billion
in fiscal relief for states and localities,
a national minimum benefit of $4200
for a family of four and provision of
700,000 public service employment
slots.

Though considerable progress had
been made toward reaching a compro-
mise in the House, both House and
Senate leaders recently agreed that it
was too late in the session for welfare
reform to make its way through the
upper chamber. It is therefore unlikely
that a reform bill will be enacted this
year.

The New Coalition will continue to
work with federal officials to ensure
passage of welfare reform legislation
in the next session of Congress.

® Hospital cost containment legisla-
tion, being considered in committees
of both chambers, has hit some recent
amendment snags. The proposal under
scrutiny in the House would allow a
two-year voluntary cost containment

amendment which would eliminate the
deduction for state sales, gasoline and
personal property taxes on an individ-
ual’s federal income tax return. Elim-
ination of these deductions would re-
strict the already limited flexibility
which elected state and local officials
have in meeting the service demands
of their constituents without relying on
the property tax.

Other Issues

[RS-approved deferred compensa-
tion retirement plans have been in
jeopardy, but the Treasury Depart-
ment now indicates that no action will
be taken to terminate approvals for
such plans until Congress has time to
legislate in this area. ... . NCSL has
been asked by President Carter to
present its views on the FY 1980
budget. State legislators and staff
should contact NCSL by August 1.

program to operate in place of a man-
datory system. If the voluntary pro-
gram failed to reduce the rate of in-
crease in hospital revenues by 2 per-
cent each year, then a mandatory pro-
gram would be triggered. States
already operating effective cost con-
tainment programs would be exempt
from mandatory control. Moreover,
the bill would provide federal financial
support to encourage other states to
develop and administer their own sys-
tems.

Other Issues

Senate and House committees have
reported legislation to reauthorize the
Older Americans Act. . . . House
DNA legislation (HR 11192) contains
strong preemptive language designed
to preclude state and local government
involvement in this area. Prospects for
Senate consideration of the issue re-
main unclear. . . . Both houses have
marked up bills regarding state legis-
lative control of health service agen-
cies created under the National Health
Planning Act. The House version gives
state government more involvement in
the health planning process.
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SFA Committee Meetings

State-Federal Assembly
Wednesday, 3:45
Ballroom

Criminal Justice Committee
Wednesday, 10:30-3:30
Beverly Room

Education Committee
Wednesday, 10:30-3:30
Gold Room

Energy Committee
Wednesday, 9:30-3:00
Silver Room

Government Operations Committee
Wednesday, 11:00-3:30
Assembly Room #1

Human Resources Committee
Wednesday, 9:30-3:30
Century Room

Natural Resources Committee
Wednesday. 10:00-3:00
Colorado Room

Rural Development Committee
Wednesday, 11:00-4:00
Statler Room

Transportation Committee
Wednesday, 9:00-3:00
Vail Room

Urban Development Committee
Wednesday, 1:00-4:00
Terrace Room

July 3, 1978

The State-Federal Assembly will meet to discuss and ratify the policy
resolutions approved during the committee sessions listed below.

Delegates will be briefed on the status of legislation to reorganize the
Law Enforcement Assistance Administration. Rep. Alan E. Norris, Ohio
Minority Whip, will discuss the selection, appointment and tenure of
federal judges.

Committee members will review recent elementary and secondary ed-
ucation legislation. Following lunch, the group will discuss the future of
NCSL Education Committee and staff activities in light of mounting efforts
to roll back state and local taxes.

“Liquified Energy Gas and Pipeline Safety Legislation'® will be the
topic of discussion for a panel of state and federal officials and energy
experts. Alan Hoffman, Department of Energy Staff Coordinator, will
speak to the afternoon session on the Carter Administration’s Domestic
Policy Review of Solar Programs.

Committee staff will be briefed on state-federal issues and will re-con-
sider NCSL'’s policy position on the U.S.-U.K. Tax Treaty. The meeting
will conclude with a session on commercial bank underwriting of state
and local government revenue bonds.

The morning session will begin with briefings and a discussion of current
federal initiatives, including welfare reform, cost containment, health plan-
ning, national health insurance and CETA. Members will consider pro-
posed policy resolutions. Sen. Tarky Lombardi (N.Y.) will lead a discus-
sion of home health care. Representatives of the National Association of
Insurance Commissioners and the Conference of Insurance Legislators
will sponsor a luncheon program on national health insurance.

Delegates will discuss NCSL policy resolutions and hear from Rep.
John Anderson (Ct.) and Assy. Pete Grannis (N.Y.) on state legislative
efforts to control auto emissions.

Following a general discussion of rural issues for the coming year, Sen.
Richard Gannon (Ks.) will speak on multi-national grain marketing. In an
afternoon session, NASA official Jerry Freibaum will present a program
on satellite communications.

Members will review key transportation issues and proposed policy
resolutions for 1978-79. Following a lunch break, Stan Feinsod, Director
of the American Public Transit Association’s Office of Planning and Policy
Analysis, will discuss the legislative role in public transit. General Ben
Davis, Assistant to the Secretary of Transportation, will conclude the
meeting with comments on the 55 mph speed limit.

The committee will convene for an afternoon discussion of urban de-
velopment issues and future committee activities. Harry Schwartz, Assis-
tant Secretary for Congressional and Intergovernmental Relations at
HUD, will report on the Administration’s proposed national urban policy
and state incentive grant program.
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State-Federal Assembly members
will consider several new policy reso-
lutions at the Annual Meeting (see be-
low). Other issues may be raised by
delegates.

Energy

Liquified Energy Gas—Delegates will
consider a policy position on the ade-
quacy of existing laws regulating the
safety of facilities to accept, store and
transport liquified energy gases.

Low Level Nuclear Waste—Commit-
tee members will discuss a possible
position on the storage and transpor-
tation of nuclear waste which has a
low level of radiation.

Government Operations

Commercial Bank Underwriting —

Participants will vote on allowing
banks to buy municipal bonds.

Human Resources

Alternatives to Long Term Care for
the Elderly—Members will discuss al-
ternatives to nursing home care for se-
nior citizens.

Home Health Care—The committee
will question the value of proprietary
vs. non-profit providers.

Age Discrimination in Employment—
Legislators will consider a resolution
on mandatory retirement and age dis-
crimination.

National Health Insurance—Commit-
tee members will offer options for na-
tional health insurance.

SFA to Consider New Policy Positions

Natural Resources

Alaska National Interest Lands Act—
SFA members will debate the uses of
large portions of land in Alaska and
precluding development from many
areas.

Western Public Lands—The commit-
tee will examine efforts to classify the
uses of federal lands in the West and
preclude development from some
areas.

Low Head Hydro-Electric Dam Fund-
ing—Federal funding to underwrite
the cost of installing small hydro-elec-
tric generators will be discussed.

Urban Policy

Public Works—Delegates will ques-
tion support of labor intensive public
works vs. the more traditional bricks
and mortar approach.

Natural Gas Controls Retained Until 1985

(continued from page 1)

tural and industrial feedstock con-
sumption. NCSL also wanted
intrastate gas markets to be brought
under regulation to effect a uniform
regulatory system. As approved by the
conference committee, the bill reflects
all of these recommendations except
the open-ended call for continued reg-
ulation.

The natural gas compromise would
impose price controls on almost all
gas, intra- and interstate, until January
I, 1985. New gas prices would be
raised from their current $1.49 per
thousand cubic feet (Mcf) to almost
$2 per Mcf at enactment, with a cap
on annual increases based on the GNP
deflator plus 3.7 percent until April 20,
1981. Between then and 1985, prices
would be allowed to rise up to the GNP
deflator plus 4.2 percent a year. At a
6 percent inflation rate, this would
bring prices to an estimated $3.72 per
Mcf by 1985.

After a six-month trial period for de-
regulation beginning in 1985, either
Congress or the President could reim-
pose controls on new, intrastate and
special development incentive gas for
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one 18-month period to end by January
I, 1989. Prices during the re-control
period would be keyed to an extension
of the price trend line for new gas be-
fore decontrol.

The agreement also establishes an
incremental pricing provision for
higher-cost gas to help insulate resi-
dential and other high-priority users
from massive price increases by shift-
ing most of the burden onto industrial
customers, beginning with most indus-
trial boilers. Intrastate customers
would not be affected, and there are
exemptions for utilities, schools, hos-
pitals, agricultural use and industrial
uses of less than an average 300 Mcf
a day during a peak month. State laws
preventing a pass-through of higher
prices to customers subject to incre-
mental pricing would be preempted.

The agreement would not preempt
those states with statutory limits on
price redetermination clauses in in-
trastate gas contracts, however. These
clauses enable a contract price to be
renegotiated when prices for new con-
tracts reach a stipulated point, and
some states have acted to control the
inflationary effects of such clauses.

On the energy tax wrangle, Long,

Energy Secretary James Schlesinger
and House Ways and Means Commit-
tee chairman Al Ullman (D-Or.) are
again trying to reach some understand-
ing on the crude oil equalization tax.
Called the “‘centerpiece’ of the Na-
tional Energy Plan by the administra-
tion, this controversial provision would
tax price-controlled domestic oil to
bring it up to world oil prices over the
next three years.

Uliman, a House energy conferee,
wants the revenues to be rebated to
individuals to avoid stagflationary ef-
fects. This is essentially the measure
proposed by the administration and
passed by the House last summer.

Long, however, wants the revenues
plowed back to the oil companies to
encourage more production. Last win-
ter, he and his staff proposed to rebate
the tax in the form of an energy in-
vestment voucher, which taxpayers
could invest in a DOE-approved com-
pany of their choice. This proposal has
since been modified to avoid erratic
investment patterns by having the re-
bates go to mutual investment funds.
Ullman has said he might accept a
reasonable modified plan for next year
if Long can work out the details.
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Urban Policy

® NCSL has been deeply involved
in efforts to encourage early Congres-
sional approval of the national urban
policy released on March 27. Fifteen
pieces of legislation have now been
sent to Congress to implement the ur-
ban package.

The Administration has indicated
that there are six priority bills which
will be emphasized: supplemental fis-
cal assistance (see p. 4), state incentive
grants, employment tax credits. differ-
ential investment tax credits, the na-
tional development bank (see p. 1) and
the labor-intensive public works pro-
gram. Other aspects of the urban pol-
icy package include: multi-modal
transportation grants, an urban vol-
unteer corps, an inner city health ini-
tiative, section 312 rehabilitation loans,
urban parks, a targeted Title XX pro-
gram (see below), a neighborhood self-
help fund, and livable cities and neigh-
borhood crime prevention programs.

With its backlog of other legislation.
Congress is likely to move quickly on
urban programs only if state legisla-
tures strongly encourage action. NCSL

Transportation

e NCSL has lobbied strenuously
against passage of no-fault insurance
legislation which would mandate that
each state legislature adopt federal
standards for no-fault as *‘state law’"
within four years of the bill’s passage.
States failing to adopt the required
standards would have the plan im-
posed upon them by the U.S. Depart-
ment of Transportation.

Though a bill has been before the
Senate since Commerce Committee
approval on May 9, Senate leaders
have indicated that no-fault will not be
a high priority issue unless there is
some indication that the House will act
favorably on a similar bill. In 1974, the
Senate passed a national no-fault bill,
only to have it die in the House.

No-fault legislation has made its
way through the House Subcommittee
on Consumer Affairs. The next step is
action before the full House Interstate
and Foreign Commerce Committee,
probably in early July. Time will be a

July 3, 1978

will focus on a few key components of
the urban package: state incentive
grants, supplemental fiscal assistance,
investment tax credits and the national
development bank.

® House and Senate committees
have completed mark-up of bills to
reauthorize the Comprehensive Em-
ployment and Training Act (CETA).
NCSL was successful in getting both
panels to agree to an amendment
which would require local prime spon-
sors to submit copies of their compre-
hensive employment and training
plans to the appropriate committee in
each house of the state legislature.

Following extensive floor debate.
both houses are expected to pass
CETA legislation. Conflicts may arise
in conference regarding wage rates, re-
strictions on wage supplementation
and time limits on holding public ser-
vice jobs. Meanwhile, in the absence
of formal reauthorization, appropria-
tions bills have been reported out with-
out CETA funds. This means that the
program will have to operate at current
levels in FY 1979 unless there is a sup-

major factor determining passage in
either house this year.

e Substantially different surface
transportation legislation has been re-
ported out of committee in both
houses. The Senate bill would provide
a one year program of $8.7 billion for
highways and highway safety, while
the House Public Works and Trans-
portation Committee has asked for
$12.3 billion. The major difference oc-
curs in the proposal for the bridge pro-
gram: the House bill seeks $2 billion;
the Senate provides only $450 million.
Transit would receive $4.9 billion un-
der the House proposal and $3.3 billion
from the Senate.

NCSL has successfully lobbied to
remove a planning proposal which
would send federal highway planning
monies directly to Metropolitan Plan-
ning Organizations. A similar proposal
remains in the Senate transit legisla-
tion.

Conference action will be required

plemental appropriations bill.

e Both the House and Senate are
expected to pass legislation increasing
the Title XX social services ceiling.
Funding would increase from $2.5 bil-
lion in the current fiscal year to $3.45
billion in FY 1981 (see Update, p. 2).

after Congress resumes work on high-
way and transit bills later this summer.
It is expected that legislation offering
limited funding increases will be on the
President’s desk in September.
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Water Policy

e Early action on the President’s
national water policy, announced on
June 6, appears unlikely. The policy
focuses on four key areas: improved
planning and management of federal

Indian Affairs

e Several NCSL recommendations
were accepted in the House version of
the Basic Indian Education Act of
1978, included as Title XI of the Ele-
mentary and Secondary Education
Act. The proposed changes strength-
ened the planning requirements for
basic education of Indian students in

8/Dateline Washington

water programs; a new national em-
phasis on water conservation; en-
hanced federal-state cooperation and
improved state water resources plan-
ning; and increased attention to envi-
ronmental quality.

Much of the policy can be imple-
mented through Administrative order.
However, legislation is required to
change the cost-sharing arrangements
for building federal water projects, for
allowing states to increase the price of
water used for municipal and industrial
purposes (with rebates to municipali-
ties or other public works entities), and
for increased funding for state plan-
ning grants and technical assistance to
states for water conservation.

The necessary legislation is now
being reviewed by the Office of Man-
agement and Budget. This includes a
bill to change the cost-sharing arrange-

public schools, and increased parental
participation in defining educational
goals.

The Senate education bill does not
contain these provisions. Those which
are retained by the House will have to
be worked out in a House-Senate con-
ference.

® The recently announced national
water policy calls for identification and
quantification of Indian water rights
and resolution of disputes between In-
dians and non-Indian water users
through negotiation whenever possi-
ble. This is identical to the policy po-
sition which NCSL had previously ap-
proved. NCSL, however, urged that
the states have the option to begin ad-

judication in state courts when nego-

tiation was unsuccessful. The Presi-
dent’s policy supports federal adjudi-
cation. NCSL is currently developing
recommendations for negotiation pro-
cedures.

e Earlier this year, NCSL testi-
mony proved instrumental in bottling
the Tribal State Compact Act up in
Senate committee. Passage of the bill
might actually hinder development of
agreements between states and tribes
and would require unnecessary federal
approval in many instances.

ments, requiring states to contribute
up to 10 percent of the cost of projects
authorized in the future. The President
believes that this will directly involve
states in the decisions of when and
where to build a project and will result
in only the most beneficial and cost-
effective projects being built.

NCSL is working with Carter’s do-
mestic policy staff to secure nomina-
tions for a task force of federal, state
and local officials proposed to monitor
federal water policy.

Other Issues

Oil spill liability legislation, now un-
der consideration in the Senate, may
enable states to establish their own li-
ability funds to provide compensation
for damages and clean-up costs. States
will have to work to prevent preemp-
tion in this area.
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States” Taxation Rights
Preserved in Treaty

The Senate ratified a tax treaty with
the United Kingdom on June 27, after
reaching a compromise on a section of
the treaty which would have affected
state taxation of multinational corpo-
rations.

Controversy a few days earlier had
centered on the states’ use of the **uni-
tary’’ method of taxing multinationals.
Following an agreement to place a res-
ervation on the objectionable portion
of the treaty, the Senate was able to
gather the two-thirds majority needed
for ratification. Recognizing that the
federal government should not intrude
into the constitutionally separate tax
systems of the states, Treasury De-
partment negotiators have vowed not
to include a prohibition on the unitary
taxation method as a part of any future
treaty.

Article 9 (4) of this little publicized
international taxation treaty would
have restricted the rights of those
states which use the unitary tax
method in assessing the profits of a
United Kingdom-based subsidiary.
The unitary method considers oper-
ations of parent companies, affiliates
and subsidiaries as a whole rather than
just considering multinational oper-
ations within the state.

Alaska, California and Oregon use
this particular method extensively.
According to a survey taken by Indi-
ana revenue officials, approximately
23 states use the unitary method.
Many states which use the "‘arms-
length’” method as general policy often
fall back on the unitary method when

Support Urged for

(continued from page 1)
otherwise meet the bank’s criteria.
Rep. Richard Hodes (Fl.), chairman
of NCSL's State-Federal Assembly.
voiced NCSL’s support for the na-
tional development bank concept.
“We are particularly pleased that the
Administration has recognized the
wisdom of involving state govern-
ments in this program by making state
economic development agencies eligi-
ble for bank funding,’”" Hodes said.
**Continued statewide coordination of
economic development will enable the
states to expand their fiscal support for
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the former method does not work. The
“*arms-length’’ method can be de-
scribed as the amount that would be
charged for prices used or profits re-
ceived between unrelated parties un-
der similar circumstances.

Proponents of Article 9 (4), led by
the Carter Administration, maintain
that the unitary method has provided
states with more than their fair share
of corporate tax revenue. The Trea-
sury Department endorses the “‘arms-
length’ method as an “‘internationally
accepted approach.™

Negotiation of this treaty threw the
states into the unfamiliar territory of
the foreign treaty process. The tech-
nical debate surrounding the use of the
unitary taxation method vs. the **arms-
length'’ alternative was secondary to
the federal preemption concern.

At the 1977 Annual Meeting, NCSL
joined the National Association of Tax
Administrators, the Multi-State Tax
Commission, the National Association
of Attorneys General and the Western
Governors’ Conference in opposition
to Article 9 (4).

The United Kingdom will now be
presented with a treaty which includes
the reservation on the section dealing
with the unitary taxation method.
Since Articles 10 and 23 of this treaty
would provide tax benefits to U.S.
shareholders of British companies, it
is hoped that this version will be ac-
cepted so that a new treaty negotiation
process can be avoided.

NCSL contact: Jeff Esser, 202/
624-5408.

Bank Concept

the broadest possible range of private
sector opportunities.”

The development bank bill will be
referred jointly to the Banking and
Public Works committees in each
chamber. Key members on this issue
are Sens. Quentin Burdick (D-N.D.)
and William Proxmire (D-Wi.) and
Reps. Henry Reuss (D-Wi.) and Rob-
ert Roe (D-N.J.). Legislators may
wish to write their state delegation to
ask for speedy consideration of this
proposal.

NCSL contact: Susanne Heigel,
202/624-5418.
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State Policy Affected By Supreme Court Rulings

The U.S. Supreme Court issued
three rulings recently which support
state policy-making flexibility in the
areas of taxes and welfare. The Court,
however, made it clear that Congress
had the ultimate decision-making re-
sponsibility on these issues and should
change the current statutes if there was
disagreement with the Court’s ruling.

The most far-reaching decision by
the Court was a 6-5 ruling which up-
held Iowa's tax on the sales of multi-
state corporations. Most of the 47
states with a corporate income tax use
a three-factor formula to apportion
taxes on corporations doing business
in the state. The three factors are prop-
erty located in the taxing state, total
payroll of corporate employees in the
state and total sales in the taxing state.
West Virginia uses only two of these
factors, property and payroll.

Iowa’'s plan takes only sales into ac-
count when apportioning taxes. An Il-
linois company, Moorman Manufac-
turing, challenged the lowa one-factor
plan as double taxation and a burden
on interstate commerce. Other
spokesmen for business contended
that the lIowa plan would lead to tax
competition among states. Neverthe-
less, the Court rejected the constitu-

tional challenge and held that Iowa's
formula had a rational basis. Justice
Stevens, for the majority, said that
proponents of national uniformity
should take their case to Congress.

In another decision, the Court held
8-1 that Massachusetts could tax state
and federal savings and loan associa-
tions at the same rate, even when the
effect of the tax was discrimination
against federal institutions. The differ-
ence in taxation between state and fed-
eral associations is caused by different
reserve requirements.

The Court has also held that a state

is not bound by federal requirements
for a program if federal funds are not
accepted for it. Illinois had decided not
to participate in an AFDC program
which required emergency family ser-
vices for all needy families. Illinois
chose to limit its emergency services
to welfare families, but an appellate
court ruled that they were required to
provide the broader services. The Su-
preme Court reversed the lower court,
but noted that its decision was based
on a narrow reading of congressional
intent, and this decision could be over-
turned by a statutory change.

In a ruling issued just before Date-
line went to press, the Supreme Court
decided that a U.S. District Court
judge could force compliance with his
orders to improve state penal condi-
tions.

The 7-2 opinion given by Justice Ste-
vens applies the Eighth Amendment
ban on cruel and unusual punishment
to state prisons. Specifically, the case
involved the conditions of confine-
ment in isolation cells in Arkansas in-
stitutions.

Analysts are divided over the ulti-
mate impact of the decision. Some ob-

servers believe that penal conditions
will be improved, while others believe
that states will be forced to release
large numbers of prisoners held under
conditions which could be charac-
terized as unfit by the Court’s stan-
dards.

In another late case, the Court held
7-2 that one state cannot prevent an-
other state from contracting to dump
solid or liquid wastes on their land.
New Jersey's law prohibiting Pennsyl-
vania from dumping wastes was de-
scribed by Justice Stewart as a restric-
tion on interstate commerce.

444 North Capitol Street, NW
Washington, D.C. 20001

Page 10/Dateline Washington

Third Class Mailing
Non-Profit Org.
U.S Postage
PAID
Riverdale, Md.
Permit No. 869

July 3, 1978




.

NCSL SUBCOMMITTEE ON AGING
PROPOSED POLICY RESOLUTION:
RELATING TO HOME HEALTH SERVICES

NCSL finds that there is increasing utilization of in-home
health, homemaker and social services. NCSL expects that for
humane and economic reasons, the trend for long term care will
continue to show decreased use of nursing home servides and
increased use of in-home services. ;

NCSL further finds that in the past residents of many
proprietary nursing homes have not received quality care.
NCSL attributes this fact, inlipart, to the profit motives
of certain operators of proprietary homes.

It is clear that as the demand for in-home services
increases, more and more proprietors--including many present-
ly in the nursing home.industry--will want to become providers
of these services. NCSL does not want to see the abuses in
the nursing home industry repeated in the network of in-home
services. '

Recognizing the potential for abuse, the architects of the
Medicare law included language to control the provision of
in-home services by profit-making enterprises. As a result,
proprietary home health agencies are found in only 20 states,
and only around 20% of the 3000 Medicare-certified home health
providers are proprietary.

To ensure that the provision of quality care rather than
monetary gain i$ the guiding light in the network of in-home
services, NCSL urges state legislatures to: .

b Lenifouna

B e 4 : :
—developqstan&ards for quality in-home services;

-apply these standards equally to both voluntary nonprofit
and proprietary providers of in-home services;

- .carefully enforce compliance with these standards through
licensure or certification laws; and

-pay special attention to actual and potential abuses of the
recipients of in-home services, resulting from the profit
motives of providers.

NCSL also recommends that the U.S. Congress--through
the House Select Committee on Aging, the Senate Special Commit-
tee on Aging, or other appropriate panel--should study the
track records, in terms of the quality of services, of both >
voluntary nonprofit and proprietary providers of in-home services.
NCSL further recommends that, based Pﬂ'tﬁTS”&tydy, the U.S.
Congress should enact: appropriate.gB}delineg;for states to
follow in the development and enforcemént of standards :for
quality in-home care. '

f:’ { f . "’ { €. /




NCSL SUBCOMMITTEE ON AGING
PROPOSED POLICY RESOLUTION:

PROHIBITION AGAINST MANDATORY RETIREMENT

A NCSL finds that older Americans are discriminated against
in a variety of ways, based solely on age. NCSL believes that
a§e discrimination in the area of employment is often the sin-
gle most disruptive and destructive occurence in the life of
an older person. Mandatory retirement can have deleterious.
physical, economic, psychological and social effects on an
older person who is able to work and who wants to continue
working, but who is forced to quit because he or she has
reached an arbitrarily determined retirement age.

¢ &

% '
Specifically, NCSL agrees with the findings of the House
Select Committee on Aging of the U.S. Congress:

1. Mandatory retirement based on age alone is discriminatory

against workers, is contrary to equal employment opportunity,

and is, -possibly, - unconstitutional under the equal protection
clause of the 14th Amendment.

2. There is already much concern over the cost of the Social -
Security system to current employees and employers. A declin-
ing birth rate combined with the increasing longevity of Amer-
icans, will result in a proportionately smalier labor force
supporting a larger retiree population early in the next cen-
tury. Later retirement and elimination of mandatory retire-
ment at any set age could help ease this impending economic
hardship.

3.. Chronological age alone is a poor indicator of ability to
perform a job. An employee who has been performing his or heT
assigned duties satisfactorily is entitled to the presumption
that he or she will continue to be able to do so, subject to
the findings of periodic physical examinations for certain
types of employees - (e.g., airline pilots, bus drivers, and
others whose first lapse due to advancing age may threaten

the lives.of others.)

4. Mandatory retirement can cause hardships for older persons:

-It often results in a burdensome loss of income for an
older person.

-1t may well result in a lower retirement benefit under
social security if the last years the employee would have
worked would have brought highér earnings than earlier
years. :

-It is especially disadvantageous to some women who do not
start work until after the chiliren are grown or after
being widowed or divorced. Forced retirement limits the
work life of these women and reduces their ability to build
up significant pension benefits.

(Qver)




-It can cause great economic hardship on a growing number

of older workers who have many financial obligations usually
considered to be the province of younger persons (e.g., home
mortgages, installment payments on cars, financial responsi-
‘bility for older parents.) af e s

-It may well impair the health of many older persons whose
jobs represent a major source of status, creative satisfac-
tiony social relationships .or selfﬁrespect.

S. Mandatory retirement causes loss of skills and experience
from the work force, resulting in reduced national output.

6. Mandatory retirement-causes an increased expense in gov-
ernment income maintenance programs such as Social Security
and Supplemental Security Income, as well as social service
programs.

The U.S. Congress and several States have enacted laws to
prohibit, to some extent, the discharge or dismissal of a
person from his or her job on account of age. However, NCSL
finds that even in those areas where laws have been enacted,
further: action is required to fully eliminate employment dis-
crimination on the basis of age.

Based on these findings, NCSL makes tﬁe‘following recommen-
dations:

**Those state 1egi51atures which have not enacted legislation
to prohibit the use of mandatory retirement ages should do
so prior to January 1, 1981. ;

**The U.S. Congress and those state legislatures which have
enacted legislation, should amend their laws to ensure that
all employees and employers--without exception--are subject
to the provisions of laws which prohlblt mandatory retlre-
ment. - gy » g e T -
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NCSL SUBCOMMITTEE ON AGING

PROPOSED POLICY RESOLUTIIN:

g
PERSONAL ALLOWANCES °OF CL

COMMUNITY-BASED RESIDENTIAL

NCSL has learned that the Comnmonwezlt: of Massachusetts
is increasing the personal allowances oz tie clients of
community-based residential facilities Zror $25 per month,
presently provided under the federzl Suzpl:zmental Security
Income Program, to $40 per month. Masszachusetts will be
paying for the entire costs of the incrsasszd allowances.

NCSL is disturbed that tﬁe federal Social Security Adminis-
tration (SSA)} - is unwilling to assist Masszchusetts in the
administration of the allowance increas=s. XNCSL believes
that it is reasonable to expect the fecdsrail government
to assist in the implementation of this worthy, state initi-
ated, state funded program by processinz tie increased
allowances for Massachusetts. All that thz SSA would have
to do would be to write checks of 'x' pius 8515 instead of
'x' for a certain category of SSI recipients (i.e., Massachu-
setts residents who are disabled, impairei or mentally
retarded and who live in community-baszsZ rasidential facili-
ties licensed by the Commonwealth.)

If the SSA does not administer the increased allowances:

: Certain SSI recipients will receive 2 checks instead of
one check.

2. Paperwork of the facilities--many of which are small 2
operations, with limited accounting skiils--will be unnecessar-
ily compounded. '

3. A new state bureaucracy will have to be created--at an
estimated cost of $80,000 per year--jus: t: process the §15
increase in the personal allowances of “hesze SS5I recipients.

4. The fotal amount of state dollars whizh could be used
for these persons will be decreased by $8%,000.

It is entirely possible that other States will follow
the example set by Massachusetts in providing more adequate
personal allowances for the disabled, izpaired and mentally
retarded cliénts of community-based residexztial facilities.
NCSL believes that in the spirit fo partnership in government,
the federal government should assist znl exncourage any State
which takes the initiative to improve thz :suality of life for
these persons. :

NCSL recommends that the U. 12 should enact legis-
lation requiring the SSA to adni funded increases .
in the personal allowances of S 5




National Conference of
State Legislatures
Human Resources Task Force

July 5, 1978

RESDODLUT

WHEREAS, the United States Senate will next week consider
the bill S. 2410, "Health Planning Amendments of 1978;"

WHEREAS, that legislation contains provisions which would
reverse the judgment of 25 state legislatures on the question of
extending certificate of need requirements to the ambulatory, or
non-institutional (private office) setting;

WHEREAS, such a measure would pre-empt the existing authority
of an additional 19 state legislatures which have yet to exercise their
preference on such an issue;

WHEREAS, it would further take away the ability of all state
legislatures to treat Health Maintenance Organizations independently
of other providers of ambulatory health care for certificate of need
purposes; and

WHEREAS, Senators Dee Huddleston of Kentucky and Orrin Hatch
of Utah propose to amend S. 2410 to remove its mandatory inclusion
features, thus protecting and leaving the essential health policymaking
decision regarding certificate of need to the prerogative of all state
legislatures; therefore be it

RESOLVED, that the National Conference of State Legislatures
adopt a policy of support for the HUDDLESTON-HATCH amendment to the
Health Planning bill and so communicate that position in a letter to
the sponsoring Senators.




VOCATIONAL REHABILITATION

The NCSL has Tong supported the broad goal of the Vocational
Rehabilitation Act: to assure the provision of comprehensive and
coordinated programs of vocational rehabilitation. Since its inception
in 1973, the Vocational Rehabilitation Act has proved to be one of
the most successful of the human services programs in which the
federal government participates. A large part of that success has
been due to the involvement and support, both administratively and
financially, of state and local governments.

Presently, the reauthorization of the Vocational Rehabilitation
Act is under consideration by Congress. Several proposed amendments
to the Act, however, represent a fundamental departure from existing
legislation and would negatively alter current intergovernmental
relationships by making vocational rehabilitation programs virtually

__automomous_ in terms of administration and allocation of funds.

NCSL 1is concerned that such autonomy would seriously impede ongoing
state initiatives to achieve greater integration and coordination
of planning, budgeting and providing human services delivery systems.

NCSL registers the following objections to specific provisions
within the proposed extension legislation for Vocational Rehabilitation:

1. Present policy would be extended regarding the specific adminis-
,trative organizational structures a state must have in order to
“ receive federal funds.

NCSL believes it is inappropriate for Congress to dicatate how
a State must organize its internal management structures to
deliver public services. Such dictates create enormous service
delivery problems for the States, undermine state efforts to
reorganize the state executive branch, and ultimately diminish
the accountability of state governments to their citizenry.
As the number, variety and complexity of federal grant-in-aid
programs increases, such as vocational rehabilitation, the
necessity to provide better program coordination and rational-
\ ization at the state and Tocal levels becomes all the more
\ important. Different governmental organizational approaches
| are essential if diverse problems in the States are to be
\addressed effectively.

A ﬁfoposed amendments would transfer responsibility for VR
programs from the Secretary of HEW to the Commissioner of
Rehabilitation.

. Pronosed amendments would empower the Commissioner of Rehabili-
tation to make a final decision as to whether a state VR program
adheres to statutory and regulatory requirements. If the Commis-
sioner finds a State out of compliance, he must immediately withhald




federal payments regardless of the filing of an appeal by the
State. The Commissioner would be prohibited from releasing such
funds until he is satisfied there is no longer a failure to
comply or there is a final court order requiring the release

of such payments.

. Proposed amendments would exempt the Vocational Rehabilitation Act
from the provisions of the Joint Funding Simplification Act.
Congress enacted the Joint Funding Simplification Act in 1974 for
the specific purpose of providing incentives and assistance to
state governments in providing more comprehensive and better
quality services to our citizens. Such an exemption would only
lead to further isolation of these services to the detriment of
the handicapped and the goals of the Rehabilitation Act.

. Proposed amendments would mandate the state agency responsible
for VR services must also serve as the agency for implementing
the plan for Comprehensive Services for Independent Living.

While in many States the VR agency may clearly be the appropriate
agency to fulfill these new responsibilities, state governments
must have the flexibility to decide, according to their circum-
stances, that a different agency or joint agencies may be more
suitable for administering these activities.

/ NCSL seriously questions the assumption underlying many federal

( statutory requirements--exemplified by the Vocational Rehabilitation
Act and proposed amendments to that Act-- that national purposes can be
realized only through uniform requirements, particularly requirements
that have no demonstrated effect on the quality of services delivered.

NCSL believes that the proper federal role in the human services area
ought to be one of clearly articulating what the national purposes are,
developing, in conjunction with the States, reasonable and meaningful
performance criteria by which program operations and administration can
be evaluated with respect to congressional intent, and providing the
States with the latitude and assistance to experiment with methods to
achieve the overall objectives of the legislation.




THE WNDER SECRETARY OF HEALTH, EDUCATION, AND WELFARE
' } WASHINGTON, D.C. 20201

JUN 30,1979
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The Honorable Emily Staples
State Senator
Room 23G, Capitol Building
Aurora Avenue
St. Paul, Minnesota 55155

Dear Emily: }:}'

I have enclosed copies of materials outlining the Administration's
proposal for Phase I of our National Health Plan, and the paper
describing the total plan that we envision being enacted in future
legislation.

The first phase of our National Health Plan goes a long way toward

the goals that most of us share. It provides the framework for a
program that stands a good chance of enactment in this Congress. It
also establishes the framework for phasing in the full comprehensive,
universal program we have designed. While addressing the need for
catastrophic protection, it goes well beyond that to improve coverage
for all Americans. It expands coverage for the poor, and puts a ceiling
on the amount of out-of-pocket costs the elderly have to pay. It
establishes the importance of preventive care in the group most at risk
by assuring first dollar coverage to all expectant mothers and infants
for all preventive and acute care services.

I appreciate all the time you devoted last year in the early development
stages of these proposals. I hope you will carefully review all the
material, and the Secretary would very much appreciate your reaction.

Sinc ly yours,

e Champion

Enclosure




I.

JUNE 12, 1979

THE CARTER ADMINISTRATION'S OUTLINE OF
A FULLY IMPLEMENTED NATIONAL HEALTH PLAN

The Carter Administration is firmly committed to a universal, comprehen-
sive National Health Plan. This white paper provides an outline descrjption
of such a plan when fully implemented, and relates it to the Phase I legis-
lation which the President is proposing.

Background

The National Health Plan, and the Phase I legislation which serves
as its foundation, derive from the President's commitment to the goals
of universal, comprehensive coverage.

A. Early Commitments

president Carter has been working to improve health care since his days
as Governor of Georgia. During the 1976 Presidential campaign, before a
group of Black medical students, he first set forth his vision of the
ideal health care system, including:

-- universal, mandatory coverage;

the same comprehensive benefits for everyone, including
preventive care;

a variety of financing sources;

strong cost and quality controls and incentives for
system reform; and

phasing of implementation according to national priorities,
dealing with the most severe unmet health care needs first.

B. Presidential Principles

In July 1978, the President reiterated his support for universal and compre-
hensive coverage, to be achieved through a mixture of public and private
financing. He issued a set of specific principles to guide the design

of a tentative plan.

These principles remain the touchstone of the proposal the Administration
is presenting today. They are notable because they call for a National
Health Plan much broader in scope than simple insurance improvements

-- a plan that includes other steps required to address the critical
problem of health cost inflation and to expand access to care for
millions of underserved Americans. The principles are:




10.

The plan should assure that all Americans have comprehensive
health care coverage, including protection against catastrophic
medical expenses.

The plan should make quality health care available to all Americans.
It should seek to eliminate those aspects of the current health system
that often cause the poor to receive substandard care.

The plan should assure that all Americans have freedom of choice
in the selection of physicians, hospitals, and health delivery
systems.

The plan must support our efforts to control inflation in the economy
by reducing unnecessary health care spending. The plan should include
aggressive cost containment measures and should also strengthen com=-
petitive forces in the health care sector.

The plan should be designed so that additional public and private
expenditures for improved health benefits and coverage will be sub-
stantially offset by savings from greater efficiency in the health
care system.

The plan will involve no additional federal spending until FY 1983,
because of the tight fiscal constraints and the need for careful
planning and implementation. Thereafter, the plan should be phased
in gradually. As the plan moves from phase to phase, consideration
should be given to such factors as the economic and administrative
experience under prior phases. The experience of other government
programs, in which expenditures far exceeded initial projections,
must not be repeated.

The plan should be financed through multiple sources, including
government funding and contributions from employers and employees.
Careful consideration should be given to the other demands on govern=
ment budgets, the existing tax burdens on the American people, and
the ability of many consumers to share a moderate portion of the
cost of their care.

The plan should include a significant role for the private insurance
industry, with appropriate government regulation.

The plan should provide resources and develop payment methods to pro-
mote such major reforms in delivering health care services as sub-
stantially increasing the availability of ambulatory and preventive
services, attracting personnel to underserved rural and urban areas,
and encouraging the use of prepaid health plans.

The plan should assure consumer representation throughout its opera-
tion.
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C. Consultation

At the same time that the President issued the principles, he asked
that the tentative plan serve as a basis for consultation with Congress,
State and local officials, interest groups and consumer representa-
tives. He told Secretary Califano:

"I am directing you to develop a tentative plan as soon
as possible which embodies these principles and which
will serve as the basis for in-depth consultation with
the Congress, State and local officials, interest
groups, and consumer representatives. You should then
provide me with detailed recommendations so that I
can make final decisions on the legislation I will
submit to the Congress next year."

The President also requested analysis of options for phasing toward
a fully implemented plan, as follows:

"To respond fully to my economic and budgetary concerns,
you should develop alternative methods for phased imple=-
mentation of the plan."

D. Iegislative Approach

The approach that emerged from the phasing analysis and the consultation
process was that the President would:

-- present an outline of the full universal and comprehensive
plan to the 96th Congress; but

ask for legislative consideration of only the first
phase at this time.

As Secretary Califano said when he announced the President's decision
in March of this vear:

"Since January, my colleagues and I have consulted scores

of Congressional leaders, committee and subcommittee chair=-
men, and health industry experts. With few exceptions, the
overwhelming sentiment among legislators is that the 96th
Congress cannot and will not digest a complete national
health plan in one bite."

Many members asked that the President send a Phase I bill to the Congress
and accompany it with a description of the total plan.
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Summary: The Fully Implemented National Health Plan

When fully implemented, the National Health Plan (NHP) will guarantee
universal comprehensive health insurance for every American, using a
mixture of financing sources and preserving a significant role for the
private insurance industry.

General structure. The two basic structural entities established in
Phase I will continue:

HealthCare —— a public plan providing comprehensive

coverage to the aged, the disabled, the poor and the

near poor, and offering comprehensive coverage to individuals
and firms unable to obtain such insurance in the private
sector.

The employer guarantee —-— employers will be required to
purchase qualified comprehensive plans for their employees
from private insurors or HealthCare, and to pay at least 75
percent of the premium.

Eligibility. Every American will be covered by HealthCare or a qualified
private plan meeting HealthCare standards. Using the estimated U.S. popu-
lation in 1980 of 231 million as a base, this includes:

-- Bmployees and their dependents -- 160 million persons
-— will be covered by the employer guarantee.

The aged and disabled — 29 million persons over 65
or eligible for disability benefits —- will be fully
covered by HealthCare.

Low income —— 37 million persons with incomes up to
the federal poverty level ($7500 for a family of four
in 1980 dollars) -- will be fully covered by HealthCare.

Others — 5 million persons who are neither poor nor
aged and who do not have salaried incomes —- will be
required to purchase qualified private insurance
plans or HealthCare coverage (with premium costs
prorated for the near poor). This mechanism will
achieve universal, mandatory coverage.

Benefits. HealthCare and all gqualified private plans will be required to
incorporate uniform covered services and patient cost-sharing provisions.

The comprehensive package of covered services will consist of:

-- unlimited hospital, physician and diagnostic services;




specific amounts of other services with annual limits:
o 100 days of care in a skilled nursing facility*
o 100 home health visits
o 20 days in a mental hospital
o $1000 in outpatient mental health care

cost free prenatal, delivery and both preventive and acute
child health care up to the age of 6, as well as cost free
preventive care for all ages, based on a lifetime health
monitoring program; and

outpatient prescription drugs in excess of $250 per person
annually. :

The cost-sharing provisions will provide incentives for outpatient and
preventive care and protect all Americans against large expenditures
by:

elimination of deductibles (except for drugs);

an equal coinsurance rate of 25 percent across all
covered services (except that there will be no coin-
surance on prenatal, delivery, child health care up
to the age of 6, or on other preventive care);

a limit on annual out-of-pocket expenses for covered
services in excess of $1500 per family or $750 per
individual; and

prohibition of cost sharing for the poor and more
limited cost sharing for the near poor.

Financing. NHP will use a mixture of public and private premium financing
while taking a number of steps to maximize equity:

-— Necessary subsidies for the poor, the near poor,
the aged and disabled, low income workers and
low wage employers will be provided through public
general revenues.

Current Medicare payroll taxes will be retained
but not increased.

Employers will be required to pay at least 75 percent
of any mandated premium; employees, up to 25 percent.

*This benefit is included as a transitional service to help persons
with acute problems to return to their communities. Long term care
will be a separate program.




Competition will be encouraged because private in-
surors will be free to price large group plans at
rates reflecting actual costs. At the same time
these plans will have to compete with a HealthCare
premium controlled for inflation -- thus preventing
exorbitant prices.

Every worker will be insured individually; in families
with two wage earners dependents can be included in
either worker's plan. This will discourage employers
from seeking out "secondary" wage earners for whom
they now pay no premium.

Reimbursement. Reimbursement and cost containment policies under NHP must
attempt to resolve the key tension between the desire to expand coverage
and the need to contain costs:

-- Hospitals will be paid by public and private insurors
according to limits prescribed in the program that
evolves from the Administration's hospital cost
containment proposal.

HealthCare will pay physicians according to areawide
fee schedules; physicians will have to accept the
fee as payment in full and will not be allowed to
bill patients for extra amounts.

The schedules will serve to advise privately insured
patients of reasonable physician fees and to encourage
them to shop for less expensive care. If private fees
are not kept within reasonable limits voluntarily,
consideration will be given to other measures to
contain physician costs.

Incentives for competition will include favorable
reimbursement policies for Health Maintenance
Organizations (HMOs) and other organized settings.

Employers will be required to offer employees
coverage by any qualified HMO in the area and to
make equal contributions to the health plans they
offer their employees. Employees will then have
an incentive to choose more cost effective plans.

A commission will be established to determine
whether physician reimbursement policies are con-
taining costs sufficiently and achieving broad
provider participation in HealthCare.
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Administration. The fully implemented NHP will preserve a major role
private insurors while providing uniformity of coverage:

-— Private insurors will market and underwrite quali-
fied insurance plans for most current beneficiaries,
add new beneficiaries through the employer guarantee
and increase income by bidding on claims processing
for HealthCare.

HealthCare will consolidate Medicare and Medicaid
administrative functions and standardize eligibility,
benefits, and reimbursement policies.

System reform initiatives. NHP is designed as an umbrella to include
non-insurance provisions addressing problems in the way the health care
system operates. Some of these initiatives will be included in the
Phase I legislation; others involve separate but complementary legis-
lative or administrative steps. They include:

-- Limits on hospital capital growth.

Incentives for competition, primarily through
HMO development and expansion and consumer
information about physicians' fees.

Expansion of utilization review.
Establishment of a new process to assess and
coordinate federal grant efforts in light of
expanded insurance coverage, including sub-
mission of a five year plan beginning with
the first year of Phase I implementation.
Incentives for redistribution of physicians.

Technology assessment.

Improved delivery of services: primary care in under-
served areas; mental health; prevention.

Government-wide efforts to prevent accidents and
eliminate occupational or environmental causes of disease.

Costs. When fully implemented, NHP will meet a fundamental requirement:
Total health system costs, including dramatically expanded coverage and
effective cost containment, will be less than those of the present health
system with its inadequate coverage and lack of effective cost containment.
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The Fully Implemented Plan Compared to Phase I

A. General Structure

The two basic structures of the fully implemented National Health Plan
(NHP) —- the public plan, HealthCare, and a requirement that employers
purchase qualified insurance for their employees — will be established
in Phase I.

These two entities are the key to a smooth transition from Phase I
to the fully implemented plan. Once they are in place, several fairly
simple expansions will lead to deeper and broader coverage for all.

1. HealthCare. For HealthCare, expansion will take two forms:

o The most significant improvement will provide
fully subsidized coverage for all of the Nation's
poor -- by raising the income standard below which
every person is eligible.

Nearly all aged and disabled will already be enrolled;
their insurance will be improved by providing greater
protection against out-of-pocket expenses.

2. Employer guarantee. Expansion of the employer guarantee will
also be of two types:

o Here the most significant improvement will be in the
nature of insurance. Qualified plans will be required
to incorporate uniform cost sharing provisions with
greater protection against out-of-pocket expenses,
thus providing comprehensive coverage to all working
families.

Employers will assume responsibility for part time
as well as full time employees.

B. Eligibility

When fully implemented, NHP will mandate basic health insurance for all
Americans. Several mechanisms will be used to move the four population
groups -- the low income, the aged and disabled, the employed and others
—-- toward this universal comprehensive coverage.

1. Low Income. There are roughly 37 million persons at or near
the federal poverty level who are not aged or disabled. Of
these, 15.7 million now receive fully subsidized coverage
through Medicaid. In Phase I, HealthCare will establish a
national minimum low income standard at 55 percent of the




federal poverty level, regardless of family composition ——
thus adding 10.5 million persons to those who already have
fully subsidized public coverage. The other 10.8 million
persons in the low income group will be eligible to "spend
down" to the 55 percent standard and obtain subsidized
coverage thereafter. Roughly 4 million are expected

to do so.

The fully implemented plan will raise the low income stan-
dard to full poverty level. Thus all 37 million low income
persons will receive fully subsidized coverage with no
"spend down" required.

Aged and disabled. There are roughly 29 million persons
over 65 or eligible for disability assistance. About 24
million currently receive Medicare benefits; another 4
million are poor and receive fully subsidized coverage
through Medicaid. Phase I will bring another 500,000
aged and disabled who are under the 55 percent of poverty
standard, but not now covered, into HealthCare.

NHP will bring in the other 400,000 aged and disabled previously
excluded from Medicare, thus covering all 29 million.

Employed. Of the 156 million full time employees and their
dependents, 128 million are currently covered by employer
group plans. A total of 56 million are not adequately pro-
tected against major illness —— the 28 million without
employer group coverage and 28 million more whose employer
group coverage is deficient in this respect. Phase I will
require all employers of full time workers to provide Health-
Care or qualified private group plans, with catastrophic
coverage. This will ensure that all 156 million full time
workers and their dependents are covered by employer group
plans and that 56 million within this group receive the
protection against major illness they lacked before.

NHP will require employers to cover part time workers and
their dependents. (A part time worker is defined as one
who works less than 10 weeks, 25 hours a week for the same
employer.) This expansion will mean that employers are
responsible for coverage of an additional 4 million persons.

Others. Dealing with the 9 million persons who are not
categorized as low income, aged, disabled or employed full
time is more complicated. Some persons without salaried
incomes are covered by individual plans, which are usually
very inadequate. Some are not covered at all. Phase I
will allow individuals who desire to do so to purchase
insurance from HealthCare that is similar to the minimum
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employer guarantee plan. In addition, the "spend down"
program described for the low income group will also
be available to the 4 million part time employees who
are not yet covered by the employer guarantee, and to
others, after they use a sufficient amount of income
for medical care.

with the fully implemented NHP, mandatory universal
coverage will be achieved because all persons will
be required to purchase qualified plans from private
insurors or HealthCare (with premiums prorated for
the near poor).

5. Results:

o Every American will be fully covered by HealthCare or
a qualified private plan.

Providers will be put on notice that no person is
a poor risk because of inability to pay.

C. Benefits

The element of a health insurance plan known as "benefits" is really a
combination of two features:

-— Which services are covered by the plan.

~-- What out-of-pocket expenditures by individual patients
for covered services are required. This is known as
patient cost sharing. (It does not include premium pay-
ments, which are discussed in Section D.) Cost sharing
may take the form of deductibles or coinsurance —-- a
consistent percentage of the cost of specified services.
Total out-of-pocket spending by an individual may be limited
to a specific amount.

Covered services. The services covered in Phase I and under

the fully implemented plan will differ only slightly. Phase

I will establish a lean but comprehensive package of required
services for HealthCare and all quallfled private plans. Physi-
cian, diagnostic and hospital services will be covered on an
unlimited basis. Specific home health, skilled nursing facility
and mental health services will also be covered.

Prenatal, delivery and all health care during the first year of
life will be included for pregnant women and children in Health-
Care or covered by the employer quarantee. Because of the impor-
tance of this benefit in preventing disease and improving health
status, it will also be available to any person not otherwise
covered, at a nominal premium. No cost sharing will be imposed
on these maternal and infant care services.
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NHP will build on Phase I by:

o Adding outpatient prescription drug coverage. Unlike
other benefits, this would operate on a $250 deductible
basis for administrative ease and to target coverage on
those who must take medication on a long term basis.

Adding complete child health care up to the age of 6, as
well as preventive services for all persons, consisting
of periodic checkups and counseling according to a life-
time health monitoring program. No cost sharing will be
imposed on these services.

2. Cost sharing. While eligibility is the key variable in moving
to a fully implemented plan for the poor, the transition from
Phase I to NHP turns on cost sharing for most other persons.

o The poor and near poor. Poor persons eligible for
HealthCare will pay no cost sharing in Phase I. Under
NHP, the same full subsidy will be provided, but, as
noted, to a larger number of covered poor. Near poor
persons enrolled in HealthCare will face a 25 percent
coinsurance rate across most covered services, but
these payments will be subsidized for those just over
the poverty line.

The aged and disabled. In Phase I, existing cost sharing
arrangements (Medicare deductibles) will apply, but no
aged or disabled person will pay more than $1250 for
covered services annually. Under NHP, a 25 percent
coinsurance rate across all covered services except
prevention will be used instead of deductibles, and

the limit on out-of-pocket expenditures will be lowered
to $750 per person annually.

Employer guarantee. Persons included in the employer
guarantee in Phase I will be protected against out-of-
pocket expenses for covered services in excess of $2500
annually; the same limit will apply to families or in-
dividuals. Insurors will be able to require any form
of patient cost sharing they wish as long as it does
not exceed the limit. Under NHP the catastrophic limit
will be lowered to $1500 per family and $750 per person.
Deductibles will be eliminated (except for drugs) and
cost sharing in any qualified plan will be limited to

a maximum of a 25 percent coinsurance rate across all
covered services except prevention.
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3. Results:

o Establishment of a precedent-setting prevention
benefit for all persons, including complete health
care for children up to the age of 6, designed to
turn the direction of health care from curing to
caring.

A drug benefit with a moderate deductible which
will free those who must pay for medication on a
long term basis from a major financial burden --
especially important for the aged living on fixed
incomes.

Substantial protection against out-of-pocket expen-
ditures for every American.

Powerful incentives for outpatient care achieved by
eliminating deductibles and establishing a maximum
coinsurance rate across services.

Phased implementation of cost sharing above the
poverty standard to avoid work disincentives.

D. Financing

Financing -— who pays for the insurance policy in the first place ——
affects the affordability and the equity of the plan. Both Phase I
and NHP will retain the two current sources of financing in addition
to some State and local revenues:

-~ General revenues will be used to cover the poor; to
subsidize the aged (in conjunction with current pay-
roll taxes); to subsidize the near poor, and to offset
adverse employment effects of mandated insurance.

Premiums paid by individuals or employers will be the
predominant method of financing insurance.

General revenues. In the transition from Phase I to NHP, general
revenue financing will expand as the number of persons with sub-
sidized coverage increases. The aged will continue to pay 25
percent of the HealthCare premium -- an amount similar to the
Part B Medicare premium -- with any part not covered by the
current payroll tax subsidized by general revenues. Increased
use of payroll taxes to finance improvements for the aged is
undesirable because of inflationary impact and competition

with other Social Security needs.
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2.

3.

Premiums. Under NHP, as in Phase I, employers will pay at
Teast 75 percent of premium costs and employees up to 25
percent. With full implementation, the premium structure
will be altered in several ways. There are many advantages
to retaining premiums —-- among them ease of administration
and minimal disruption of current patterns. However, pre-
miums alone are not designed to vary according to ability
to pay. Thus, as coverage expands and financial burdens
increase it becomes more important to deal with certain
problems:

o Competition will be encouraged because private
insurors will be free to price large group plans
at "experience" rates, reflecting actual costs
of care. The HealthCare premium will be set at
the current areawide rate for small groups and
individuals -- generally higher than private large
group rates.

o Increased premium burdens may exacerbate a tendency
for firms to discriminate against the "primary" wage
earner in a family, who carries insurance for himself
and his dependents. Under NHP, every worker will have
to be individually insured, to prevent employers seeking
out "secondary" wage earners for whom they now pay no
premium. Dependents will be dealt with through a
premium structure that allows their coverage through
either of two wage earners in a family.

o Larger premiums will also pose disproportionate burdens
for small, low wage firms and for near-poor workers.
Gradual implementation of broader benefits (and, conse-
quently, gradual growth of premiums) will give firms time
to adjust and lessen the need for subsidies in the plan's
early years. The subsidies established during Phase I
will be expanded as necessary.

Results:

o Continuation of employer payment of at least 75 per-
cent of the premium.

o Enhanced competition among plans without subjecting
employers or individuals to exorbitant premiums.

o Avoidance of adverse employment effects.
o Provision of needed premium subsidies to the poor,

the near poor, the aged and disabled, and low wage
firms.
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E. Reimbursement

The way in which Phase I and NHP pay providers will be the keystone of
an aggressive effort to contain costs and foster more efficient delivery
of care. This is crucial to resolving the dilemma that stands in the
way of full implementation: Expansion of coverage costs more money

—— yet we need to control disproportionate growth of the health sector
and to limit federal budget increases.

Ideally, NHP reimbursement and cost containment policy will bring
health cost inflation in line with GNP growth and, to the maximum
extent possible, finance new expansion through savings in health care
costs.

The fully implemented NHP will build on three elements in Phase I:

-— Hospitals will be paid according to a single reimburse-
ment policy for public and private insurors that is
expected to evolve from the Administration's current
hospital cost containment proposal.

Physician reimbursement reform will feature a mixture
of mandatory controls for HealthCare and voluntary steps
on the private side.

Competitive incentives to enrollment in Health Maintenance
Organizations (HMOs) and other organized care settings will
be established.

1. Hospital cost containment. Phase I recognizes -- as does current
Administration policy —- that spiralling hospital costs are a
major cause of health care inflation, requiring sustained efforts
at containment. National and State limits on capital growth will
also be established. The Administration's hospital cost contain-
ment proposal is designed as a transitional program, providing
for establishment of a commission to consider future policy.
Under a fully implemented NHP, hospital reimbursement can be
expected to evolve further as a result of the commission's
recommendations.

Physician fees. Phase I will establish areawide physician fee
schedules for HealthCare, based on current Medicare rates but
reducing urban/rural and specialty differentials. Iow Medicaid
fees will be phased up to the average Medicare level; providers
now charging fees over the limit will be held harmless for two
years.

o The fee schedules will be mandatory for HealthCare and
physicians will not be permitted to bill patients for
additional amounts.




o Published fee schedules, together with a list of
physicians who accept them as payment in full, will
serve to advise privately insured patients of reason-
able fee levels and to encourage them to shop for less
expensive care.

To aid in making the transition to the fully implemented NHP,

a commission will be established to consider whether costs for
privately insured physician services are being contained by the
voluntary provisions of Phase I, to whether the absence of man-
datory controls on the private side has adversely affected pro-
vider participation in HealthCare and access to care for public
beneficiaries.

3. Competition. Phase I and NHP will provide incentives for enroll-
ment in HMOs, Independent Practice Associations (IPAs) and other
organized care settings. These incentives recognize that organized
settings internalize cost containment measures and can replace
certain forms of regulation for their enrolled population. They
include:

o Requiring employers to offer coverage by any gquali-
fied HMO in an area.

Requiring that employers make equal contributions to
the health plans they offer their employees.
Employees will thus have an incentive to choose
more cost effective plans.

Requiring that for subsidized beneficiaries, HealthCare
reimburse HMOs and other organized settings at rates
that encourage competition with the fee-for-service
sector.

As we move to a fully implemented NHP, consideration will also be
given to changes in the tax laws to discourage spending for bene-
fits outside the plan and to provide a disincentive to high
provider fees.

Future options. The importance of correcting the underlying
causes of runaway health costs -— an absence of market forces

and the ability of providers to determine the type and quantity
of service purchased —- cannot be over-emphasized. HMOs, which
have reduced total costs dramatically, are a key element in

this strategy. NHP must be structured to pass on these savings
to the consumer, thus encouraging greater and greater competition.
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At the same time, the Administration recognizes the limits on
competitive forces in a system traditionally characterized by
third party payments and cost-plus reimbursement. If the com-
bination of hospital regulation, physician reimbursement reform
and competitive incentives does not substantially lower health
care cost inflation and ensure provider participation in Health-
Care, stronger and more comprehensive measures may be needed.

One method that has been suggested is a national health budget
set by the Congress (or some other, newly created, national
entity) in relation to GNP and allocated to hospital,
physician and other sectors. Rates could be negotiated

by providers, consumers and insurors to meet the sector
allocation.

F. Administration

In accord with the goal of a significant role for private insurors, the
fully implemented NHP will minimize disruption of existing administrative
arrangements. At the same time, it will provide appropriate regulation
of private plans and shift some public functions from States to the
federal level to enhance equity.

Again, the two basic structural elements established during Phase I
will provide the foundation for additional change.

1. HealthCare. HealthCare will be the key to increasing uniformity
of treatment for publi¢ beneficiaries. During Phase I, Medicare
and Medicaid rate setting will be merged and claims processing
will be contracted to private firms on a competitive basis.
Eligibility determination will remain split, with States con-
tinuing to certify current low income recipients whose eligi-
bility is linked to welfare, and the federal Social Security
Administration certifying the aged and disabled, as they do
now. For the newly-entitled poor (55 percent of poverty and
spend-down eligibles) the federal government will be respon-
sible for eligibility and intake, although States can elect to
operate these functions under performance contracts.

When fully implemented, NHP will ensure uniformity of treatment
for all those in need of subsidies through HealthCare. The com—
bination of federal standards and private claims processing will
improve efficiency of operation, prevent waste and fraud, and
mitigate providers' and consumers' problems with the current
Medicaid program.

Employer quarantee. The employer guarantee will move toward
similar uniformity on the private side, but with insurors retaining
the essential functions of marketing and claims processing. During
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Phase I and subsequently, the federal government will be respon-
sible for certifying the benefits, catastrophic coverage and the
consumer protections offered by qualified private plans.

Results:

o The important coordination of public and private
standards to provide nationwide uniformity.

o A major role for private insurors and increased income
from claims processing.

o Steps to increase equity and encourage competition.

G. System Reform Initiatives

Many serious problems in the U.S. health care system will not be relieved
by insurance changes alone. NHP is designed as an umbrella, incorporating
important non-insurance system reform supplements to guarantee access to

care, 1

imit and improve distribution of resources and promote efficiency.

Phase I and a fully implemented NHP will deal with these problems in a
very similar way.

l.

Elements in Phase I legislation. The Phase I legislation itself
will contain:

o A new process for assessing health care needs and
the adequacy of federal grant programs, in con-
junction with insurance, to meet the needs.
Beginning with the first year of Phase I im-
plementation, this process will require the
Secretary to submit a five year plan for each
relevant federal program. It will subsequently
serve as a guide to expansion from pre-Phase I efforts
to initiatives consistent with the complete plan.

o Strengthening the health planning program by imposing
national and State limits on hospital capital spending,
as noted.

0 Measures to increase competition by encouraging
HMO enrollment, as also noted.

o Expansion of utilization review.
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2. Other initiatives. In addition, the following legislative and
administrative initiatives already under way will be part of
the Phase I and NHP system reform effort:

0 Revising federal health manpower policy to discourage
increases in physician supply and to provide incentives
for change in specialty and geographic distribution.

Seed money to expand HMOs and other innovative
settings, helping to ensure consumers a wider choice
among delivery systems.

Improving efficacy and productivity through assessment
of new technology and procedures.

Expanding programs that provide basic primary care
for the neediest of the nation's underserved areas.

Implementing fully the proposed Mental Health Systems
Act now before the Congress.

Continuing to build disease prevention and health pro-
motion through preventive dental services in Title I
schools; anti-smoking, drinking moderation, nutrition
and exercise campaigns; effective screening programs,
and community based health fairs.

Expanding government-wide efforts to eliminate the
causes of disease through prevention of accidents

and through occupational and environmental health

programs.

Coordination among federal grant efforts, while maintaining
Congressional jurisdiction and valuable oversight of indivi-
dual programs.

Important incentives for change not possible with an insurance
initiative alone.

Conclusion

In summary, it is rarely possible to solve every problem in an important
sphere of our national life with a single bill. Proceeding step by step,
we can help millions of people —-- people whose needs must not go unmet
while we wait for the noble dream of comprehensive coverage for all to
be realized.
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Medicaid, Medicare and the proposed Child Health Assurance Program
(CHAP) are incremental in nature. phase I of the National Health
plan will be another, very major step toward equitable, adequate
and cost conscious health protection for all Americans.

At the same time, as we approach our ultimate goal the broader vision
must be clear. The National Health Plan set forth in this paper pro-
vides the context for orderly growth toward the universal comprehensive
coverage this Administration supports.
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SUMMARY FACT SHEET:
PRESIDENT CARTER'S
NATIONAL HEALTH PLAN LEGISLATION

THE BASIC APPROACH

President Carter is committed to a universal, comprehensive National
Health Plan that

@ provides basic health coverage-—-hospitalization, physician services,
lab-tests, X-ray and preventive care--to all Americans;

systematically contains health cost inflation; and

reforms the health system to improve the quality, efficiency and
availability of health care services.

In a time of budgetary restraint and concern about inflation, it is
not possible to enact a full universal, comprehensive plan. Accordingly,
in order to address the most pressing health needs of the nation, the
President has decided to send the Congress an outline of a complete
National Health Plan and propose legislation embodying Phase I of that
Plan. The Phase I legislation will

achieve universality by setting a limit on the out-of-pocket costs
faced by American families as a result of major illness. This
dramatically improves protection for 56 million workers and their
families (who will have a $2500 limit) and 24 million aged and
disabled who do not now have such protection (and who will have a
$1250 per person limit);

achieve universality by providing all pregnant women and children
in the first year of life with critical pre-natal, delivery, and
infant services;

achieve greater equity by extending fully subsidized comprehensive
care to an additional 15.7 million aged and non-aged poor;

hold down costs through physician reimbursement reform and limits
on capital expenditures as a complement to the already pending
hospital cost containment bill; and

reform the health care system by enhancing competition, increasing
access to needed health care services, emphasizing prevention and
improving the management of public health care programs.

In so doing, the Phase I legislation will take a major step toward
a fully developed, universal, comprehensive National Health Plan.




II. THE BASIC PROBLEMS

A National Health Plan--not just a National Health Insurance proposal--
is needed because this nation's Health Care system, despite its many
strengths, also has serious flaws:

® Inadequate Coverage:

18 million Americans have no health insurance
19 million Americans have inadequate health insurance

An additional 46 million have inadequate protection against
the cost of major illness.

Escalating Costs

--  Total health costs in 1979 are 9.1 percent of the GNP ($206
billion)--and will rise steeply to 10.2 percent of the GNP
($368 billion) by 1984 without hospital cost containment.

Federal health costs in 1979 are 12.7 percent of the Federal
budget ($62 billion)--and will rise steeply to 14.5 percent of
the budget ($110 billion) in 1984 without hospital cost containment.

Other System Failures. For example:

There is little competition even though the Administration is
removing barriers to the growth of alternative methods of
health care delivery and reimbursement. There are not yet
enough Health Maintenance Organizations to give many consumers
a real choice, although with 8 million members, HMO's are
emerging as a significant element in health care.

There is an insufficient emphasis on prevention, primary care and
outpatient services. Existing insurance often does not cover
these more effective, less expensive services.

51 million Americans live in medically underserved areas.

III. THE BASIC STRUCTURE

President Carter's National Health Plan legislation proposes two
basic structures that will help meet immediate needs and that can be
expanded to achieve a universal, comprehensive plan (as described in the
outline submitted to the Congress with the proposal).

° Healthcare will be a new umbrella Federal insurance program that
will consolidate Medicare and Medicaid in a single administrative
structure, that will introduce needed ecofiomies and efficiencies
and that will reduce fraud, abuse and waste in public health financing
program.
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It will, to the maximum extent possible, use the private sector--
on a competitive bid basis--to perform critical administrative function:

It will provide comprehensive coverage to the aged, the disabled and
the poor.

It will offer insurance against major medical expenses, on an
optional basis, to other individuals and to small firms unable to
obtain such coverage from private carriers at a reasonable price.

The Employer Guarantee builds on present group coverage and the strengths
of the private insurance system. It is the fundamental mechanism for
ensuring coverage for American workers and their families.

-- Many employers presently offer insurance to employees; the "employer
guarantee' mandates that all employers provide minimum coverage.
In Phase I, employers will be required to provide full-time employees
and their families both a standard package of benefits and protection
against the costs of major illness.

Subsequently, the employer guarantee can be expanded to require
provision of comprehensive health care coverage by reducing the
level of employee cost-sharing.

IV. 1IMPACT OF PHASE I

President Carter's National Health Plan Legislation will significantly
improve health protection for every American: the aged and the disabled, the
poor, the employed and their families, and all others.

A. The Aged and the Disabled

Phase I will improve coverage for all 24 million now receiving Medicare

-— For the first time, the cost-sharing faced by the aged and the
disabled will be limited--to $1250 per person.
(At present the aged and the disabled must pay coinsurance of
20 percent on all Medicare physician services.)

After the first day, the aged and the disabled will be entitled
to an unlimited number of fully subsidized hospital days. (At
present, the number of fully subsidized days is limited.)

The aged and the disabled will not face extra physician bills
beyond those covered by Healthcare because physicians treating
aged and disabled patients will be able to charge no more than
the publicly set fee. (At present, physicians treating Medicare
patients can charge extra, and about half do.)
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Phase I will increase the number of low-income aged and the disabled
receiving fully-subsidized care by 1.2 million, from the 4 million
presently receiving Medicaid to 5.2 million who will be covered
under Healthcare.

B. Low-Income

Phase I will provide fully subsidized comprehensive coverage to an
additional 14.5 million non-aged low-income persons, as well as
continuing to provide such coverage to the 15.7 million presently
receiving Medicaid.

The legislation will automatically make eligible for compre-
hensive care an additional 10.5 million non-aged poor with
incomes below 55 percent of the poverty standard, who are not
on Medicaid.

In addition, the legislation will propose a ''spend-down'
provision to cover all those poor with incomes above 55 percent
of the poverty standard. If a family of four has income of
$5100 and it expends $1000 or more on medical expenses, it

then "spends-down" to or below the 55 percent of poverty level
($4100 for a family of four) and becomes eligible for a year's
fully-subsidized comprehensive care under Healthcare. An
estimated 4 million will enter Healthcare by this route each
year.

Employed

The mandated employer coverage required by the Phase I legislation
will protect 156 million full-time workers (25 hours per week, 10 weeks)
and their families by limiting out of pocket expenses to $2500 in a
year. It will also provide prenatal, delivery and first year care without
any patient cost-sharing.

L 56 million will receive protection against major illnesses that
they do not have at present. i

These 56 million and tens of millions who already have group coverage
against major illness will receive other improved benefits because
the employer guarantee requires that:

the employer plan offer a full benefit package (hospital,
physician, lab, x-ray, preventive and mental health services)
that would be available after $2500 in out-of-pocket expenses
had been incurred.

the employer plan pay at least 75 percent of the mandated
premium costs; and
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The employer plan continue to provide insurance 90 days after
termination of employment.

The employer plan cover all dependents until age 22 (26 if in
school) and for 90 days subsequent to the death of the worker.

The employer plan cover the mother and infant benefit discussed
above.

All others

For the non-aged/non-disabled, non-poor, and non-employed—-
many of whom often have a difficult time obtaining individual insurance--
Healthcare will

Offer protection against the costs of major illness--by paying a
premium to Healthcare, individuals can obtain a policy that limits
out-of-pocket expenses to $2500.

Offer just prenatal, delivery and first year care without any patient
cost-sharing.

These individuals include the part-time employed, early retirees,
divorcees and partially disabled individuals who do not qualify for
Medicare.

V. OTHER PLAN FEATURES

A. Financing

ks The Aged and the Disabled. The present payroll tax of
1.05 percent on both the employer and the employee will continue to be
paid to the Health Insurance Trust Fund. But there will be no_payroll
tax increases under Phase I. Similarly, the aged and the disabled will
continue to pay a premium for physician services (presently $98), but
the cost of this premium will count towards the $1250 per person out of
pocket limit. In short, other than the premium for physician services,
benefits for this group will be financed out of Trust Fund and general
revenues.

2. The Low-Income. Benefits will be financed out of general
Federal and State revenues. States will continue to contribute in an
amount approximating what they otherwise would have paid under Medicaid,
reduced by fiscal relief.

Z The Employed. Employers will pay at least 75 percent and
employees at most 25 percent of the premium costs of the mandated plan.
The National Health Plan Legislation will also address two special
aspects of the employer mandate.

For the low wage or high risk employer, Phase I will
provide a full subsidy for premium costs that, due to the
mandate, exceed 5 percent of payroll.
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For the low-income worker with a family, Phase I will expand
the Earned Income Tax Credit--beyond the expansion already
proposed in the Administration's welfare reform proposal--
to help defray employee premium costs.

4. All Others. The benefits offered to this group will be
financed out of general revenues and individual premium payments to Health-

care.

B. Administration

The private insurance industry will administer the "employer guarantee"
consistent with National Health Plan standards. It will, of course,
continue its role of underwriting and marketing private coverage to
employed groups and individuals both within the standards and beyond
those minimum requirements.

The Federal government will administer Healthcare but make maximum

use of private industry as carriers and claims handlers on a competitive
bid basis. It will take over from the States the claims processing

and reimbursement function and merge this function for both the low
income and aged and disabled populations in order to reduce error

and waste to the greatest extent possible in Federally-financed
health programs.

The States will continue their traditional functions of certification
and licensure of health facilities and personnel as well as general
regulation of private insurance. They will continue to determine
eligibility for those who qualify for Healthcare through AFDC.*/ The
Federal government will determine eligibility for other low-income
entrants to Healthcare, although States may undertake this function
for the newly eligible if they meet performance standards.

C. Reimbursement

1. Hospitals. The Administration's Hospital Cost Containment
legislation will establish the conditions for reimbursing hospitals and
holding down costs in this most inflationary sector of the health care
industry.

Long-term care is not part of Phase I. The present Medicaid long-
term care program will continue as a separate State-run program

for the categorically eligible with the present Federal-State matching
rates.




2 Physicians

A mandatory fee schedule will be established in order to
protect the aged and the disabled from extra physician
charges and to increase physician participation in the
low-income program. This schedule will be developed, in
the first instance, by setting a standard fee at the
Medicare average in States or Sub-State areas and then
raising substandard Medicaid fees in those areas to that
level over time. Physicians cannot charge--or be reimbursed--
above the fees established in the schedule. A process of
negotiation will be established for subsequent fee schedule
changes.

On the private side, the Healthcare fee schedule will
serve as an advisory schedule for physicians serving
those covered by the "employer guarantee.'" The names of
physicians who are willing to adhere to the schedule will
be published in order to increase consumer choice. A
commission will be established to look at reimbursement
questions and to advise whether more stringent measures
are necessary to hold down health costs and increase
physician participation in the public programs.

System Reforms

1 The Phase I legislation will include the following system
reform elements:

Increased competition through development of HMOs and other alternative
delivery and reimbursement systems, greater employee access to and
incentives to use efficient health plans and greater consumer
information about doctors fees.

Limits on capital expenditures to reduce excess hospital capacity
and to curb proliferation of expensive, unnecessary high technology
equipment.

Strong emphasis on prevention.

Creation of a voluntary Reinsurance Fund that will allow HMOs and
firms to buy protection against the costs (over $25,000) of truly
extraordinary illness, thus providing protection for businesses to
self-insure and have a direct interest in cost containment as well

as giving HMO's umbrella protection in handling high risk populations.
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A five year plan to assess needs and the adequacy of Federal health
programs.

2 Other Administration initiatives will complement the
Phase I bill, including:

® health planning legislation

® health manpower legislation to improve physician distribution, both
in terms of needed specialities and geography

mental health legislation

health promotion and other initiatives to prevent disease, illness
and injury.

E. Fiscal Relief

There should be significant fiscal relief in the program.
Approximately $2 billion dollars in fiscal relief will be distributed
to State, county and local governments in each of the first two years
of the program.

VI. COSTS

There will be no Federal expenditures under the National Health Plan
Legislation until Fiscal 1983.

The costs of the program in the first full year of operation are
as follows (this assumes 1980 population as well as 1980 dollars):
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NET FEDERAL BUDGET AND EMPLOYER COSTS
(in billions: 1980 dollars)

Federal

AGED AND DISABLED $3.9

Improved catastrophic

Improved subsidy for poor and near
poor '

LOW INCOME (NON-AGED)

Full coverage
Spend down protection
EMPLOYED
Employer Guarantee
Low income worker: premium subsidy

Small employer premium subsidy
(for mandated coverage)

ALL OTHERS
Healthcare buy-in

Prevention

ADMINISTRATION $2.1
TAX EFFECTS -$.6

TOTAL $18.2 $6.1

Assuming 1983 dollars and 1983 population, very preliminary estimates
of the Federal cost of Phase I are in the.range of $23-25 billion. 1In the
coming weeks, the Administration will work with CBO and others to refine
these estimates.
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VII. RELATION OF PHASE I TO A FULLY IMPLEMENTED NATIONAL HEALTH PLAN

Phase I is structured so that it can easily be converted into a
universal, comprehensive plan.

For the aged and the disabled, cost-sharing could be reduced further
and a drug benefit added.

For the poor, the low income standard could be raised from 55
percent of the poverty line to the poverty line itself, increasing
the number of low income Americans who receive fully-subsidized
comprehensive coverage.-

For the employed, the employer guarantee could be extended beyond
full-time workers to part-time workers. Cost-sharing could be
reduced and deductibles eliminated, converting catastrophic coverage
to comprehensive coverage.

For the non-aged, non-poor, non-employed, comprehensive coverage
could be required, but there could be subsidized premium costs and
cost-sharing for the near poor.

For all mothers and children, the prenatal, delivery and infant
benefit could be extended through the child's sixth year without
patient cost-sharing.

The fully implemented National Health Plan would also meet a funda-
mental requirement: Total health system costs under the fully implemented
plan, with both dramatically expanded coverage and effective cost con-
tainment, would be less than the present health system with its inadequate
coverage and without effective cost containment.

This will result in the achievement of one of President Carter's
fundamental goals. The costs of vitally needed health care benefits for
those lacking adequate health insurance must, to the greatest extent
possible, be offset by savings from cost containment in the inflationary
health care industry.
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APPENDIX:

COMPARISON OF THE COSTS OF PRESIDENT CARTER'S
NATIONAL HEALTH PLAN LEGISLATION (PHASE I)
WITH
THE HEALTH CARE FOR ALL AMERICANS ACT

The Administration's legislative proposal and the proposal announced
several weeks ago present their costs in two different ways. In order to
understand the differences between the two proposals it is helpful to
compare them both ways. This is done below assuming 1980 dollars and
1980 population counts.

(When the Health Care For All Americans Act was announced it was
costed in 1980 dollars using estimated 1983 population counts. By using
1980 population counts, the estimates below reduce the costs of the
Health Care For All Americans Act slightly.)

® The Administration's approach looks primarily at net Federal budget
and employer costs because taxpayers and employers are the ones being
asked to shoulder the cost of new benefits. The costs to employers
are especially vital in determining the employment and inflation
effects of National Health Plan proposals. When viewed this way,
the net costs of the two proposals are as follows:

Health Care For
Phase I All Americans Act

Federal . +$30.7
Employer i +$33.1
COST +$24.3 billion +$63.8 billion

The approach taken by the advocates of the Health Care For All
Americans Act is to look at these and other costs now borne by
individuals and state and local governments as well in order to
determine the effect of National Health Plan proposals on total
health system costs.

Health Care For
Phase I All Americans Act

Federal +$18.2 +$30.7
Employer +$ 6.1 +533.1
Individuals -$ 4.0 -$25.4
State/Local -$2.0 -$2.7

COST +$18.3 billion +$35.7 billion

* Includes reduced out-of-pocket and premium costs.
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I.

NATIONAL HEALTH PLAN FACT SHEET

THE BASIC APPROACH: A PHASE I BILL THAT LAYS THE FOUNDATION FOR A

UNIVERSAL AND COMPREHENSIVE NATIONAL HEALTH PLAN

President Carter is committed to a National Health Plan
that would:

-- assure all Americans comprehensive coverage including
protection against the costs of major illness;

eliminate those aspects of the current health system
that often cause the poor to receive substandard care;

reduce inflation in the health care industry;
be financed through multiple sources; and

include a significant role for the private insurance
industry

Following the President's instructions, the Department of Health,
Education and Welfare last year developed a plan meeting these
criteria. Leaders of Congress, State and local officials, con-
sumer groups, health care providers, the insurance industry,
employers and other interested parties were then consulted.

Following those discussions, Secretary Califano reported to
the President that there was a general consensus among these
groups that a comprehensive universal health insurance plan
would not be enacted in the 96th Congress. The President
accordingly directed Secretary Califano to design a Phase

I Plan that could lay the foundation for a comprehensive
health plan while immediately addressing the nation's most
pressing health needs.

The President is now submitting to Congress:

0 an outline of the universal, comprehensive national
health plan which should be the goal of a national
health policy; and

o a proposal for the first phase of this plan.
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II. PROBLEMS: THE NEED FOR A NATIONAL HEALTH PLAN

There are three sets of problems facing our health care system
today which can be effectively addressed only through a national
health program.

o Lack of Coverage. Millions of Americans lack coverage
for basic health services and protection against the
rising cost of major illness.

—-— 18 million Americans have no health insurance —
most of these people are poor Oor near—-poor.

-- 19 million Americans have inadequate health
insurance coverage that fails to cover ordinary
hospital and physician services.

-— an additional 46 million Americans have inadequate
insurance against large medical bills. These indi-
viduals and families may have basic coverage but
they are not protected against major medical expenses.

Eligibility policies of public programs -- coupled with

restrictions in private health insurance —-- are largely
reponsible for these gaps in coverage.

—— Medicaid fails to cover millions of poor Americans.
For example, more than 10 million individuals with
incomes below 55% of the official poverty standard
are not covered by Medicaid.

Many employers do not offer insurance to their work-
force. 10.1 million full-time workers have no insur-
ance. Another 18 million are not covered by employer
or union group health plans. Employees who have
coverage find that, during periods of unemployment,
their health insurance lapses but they are ineligible
for public programs.
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—— The average family often finds that common exclusions
and limitations in insurance severely restrict their
protection. Literally millions find their coverage
restricted because they suffer from a pre-existing
medical condition. Thus, people with heart trouble
may find their insurance excludes all treatment of
heart-related problems. Many middle-class families
learn that, when a child becomes 21 years old, he
or she is no longer included in the family's insurance,
although the child is frequently not able to afford
separate coverage.

o Inflation in the Health Sector. The costs of health care are
sharply increasing, adding to inflation and threatening the
stability of governmental budgets. Spending for health care
—-- the nation's third largest industry —-- rose at an average
annual rate of 12.7 percent from 1968 to 1978. Unless
meaningful cost contairment measures can be instituted
through hospital cost contaimment and effective restraints
in a national health plan:

—— National health costs will rise from $206 billion in 1979
to $368 billion in fiscal year 1984 —- up from 9.1% of GNP
to nearly 10.2%.

-- Federal health care expenditures will rise from $62.0
billion in 1979 to nearly $110 billion by FY 1984 --
up from 12.7 cents of every Federal tax dollar to
14.5 cents under current projections for that year
(without hospital cost containment).

-- The cost of individual health care will rise
steeply. The average cost for a family of
four will leap from $2372 in 1979 to $4064
in 1984, and the average cost for an elderly
individual will soar from $2259 to $3868 during
the same period.




Inefficiency of the Health Delivery System. The health
care delivery system is financed in large part through
a system of third=-party (insurance) payments that pay
institutions on the basis of "cost" reimbursement and
pay professional providers their "usual and customary"
fee.

-=- over 90% of hospital bills are paid by third
parties

-— hospitals are reimbursed by an inefficient "cost
plus" system which gives them no incentive to
save on costs because the more they spend the
more they get paid

-- there is no buyer/seller relationship;
physicians make 70% of health care decisions
but have no incentive to hold down costs.

There have been very few market incentives operating

to restrain costs and encourage prudent use of resources.
This system of payments has contributed powerfully to
inflation in the health sector, and has also:

== Inhibited competition among providers.
Consumers frequently have no incentive to
choose the most economical method of care
and little information upon which to base
such a choice.

Encouraged maldistribution of health care
providers. Highly specialized practices

-= almost always in urban areas -— are
rewarded much more generously than primary
care and rural practice, leaving rural areas
and inner-cities underserved.

Discouraged the growth and utilization of pre=—
ventive services. Insurance benefits are heavily
prejudiced in favor of hospital=-based care and
against preventive and primary care. Very few
insurance plans provide coverage for routine
preventive services such as immunizations and
regular check=ups for infants.
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III. MAJOR PROGRAM ELEMENTS

A. An Overview

The President's Phase I NHP is designed to address the most
urgent of these problems and to put into place the institutional
structures necessary to guarantee comprehensive coverage for
every American. It builds on the strengths of our present
system -- for example, employment based coverage of the working
population —— while at the same time providing new structures

to make coverage universally available.

There are two major institutional features of the Phase I
bill:

0 HealthCare will be a new umbrella Federal insurance
program that will consolidate Medicare and Medicaid
in a single administrative structure, that will
introduce needed economies and efficiencies and
that will reduce fraud, abuse and waste in public
health care financing programs.

-- It will, to the maximum extent possible,
use the private sector -- on a competitive
bid basis -- to perform critical administrative
functions.

It will provide comprehensive coverage to
the aged, the disabled and the poor.

It will offer insurance against major medical
expenses, on an optional basis to other
individuals and small firms unable to obtain
such coverage from private carriers at a
reasonable price (a comparable subsidy- will
be provided should these employers prefer to
purchase insurance privately).

Mandated Employer Coverage (The Employer Guarantee)
All employers will be required to provide full-time
employees (25 hours, 10 weeks) with insurance which
meets Federal standards. Premium costs can be shared
with employees, (75%/25%), but employers must pay at
least 75% of the total.




The majority of employers will purchase this coverage from
private insurance firms which sell plans certified to meet
the Federal standards. Employers for whom insurance premiums
would impose significant burdens will have the option of pur-
chasing coverage from HealthCare at subsidized rates, or of
applying to HealthCare for a comparable subsidy which can be
applied to private premiums.

Over time, the terms of the employer guarantee can be modified
to achieve a more comprehensive level of coverage than Phase I
by first reducing the maximum beneficiary cost-sharing permitted
(e.g., it could be reduced to $1500 per family) or subsequently
through expanding the benefit package to broaden coverage

of certain services that have been limited or excluded

from the initial mandate.

These two insurance structures together -- HealthCare and
approved private insurance plans —- together will provide
every American with the opportunity to obtaln insurance
protection in Phase I. Eaually important, it will put into
place 1institutional structures which can be expanded -- in
large or small steps —— to move toward a universal and
comprehensive plan.

The Phase I NHP links together HealthCare and private insurance
plans so that policies of national importance can be made
consistent across the public insurance plan and all private
plans. For example, all private plans will cover, at minimum,
the HealthCare basic benefit package, reimburse all classes

of providers recognized under the HealthCare program (e.g.,
clinics, nurse practitioners, alconol treatment centers),

and include incentives for system reform.

Thus all Americans will understand the basic coverage to

which they are entitled; providers will face more consistent
policies from public and private insurance plans, and both
public and private incentives for cost control and system
efficiency will work in tandem, not in opposition to each

other. An example of consistent cost containment policy

across public and private plans is the hospital cost containment
plan which will limit payments to hospitals by both public

and private insurance programs.

HealthCare

HealthCare will be a new Federal insurance plan which expands
Medicare for the aged and disabled and replaces Medicaid as
an insurance program to pay for acute care services used by
poor families.
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HealthCare is a new insurance structure which can be flexibly
adapted over time to solve a number of special coverage problems
which do not readily lend themselves to solution through the
private sector. HealthCare will:

o Establish uniform and consistent policies governing
eligibility, benefits, cost-sharing, reimbursement
and quality assurance for the beneficiaries of
Federal health insurance: the aged, low-lncome
and disabled. This will improve program performance
for each beneficiary group:

-— the aged and disabled will have an expanded,
integrated benefit package which removes the
current dichotomy between Medicare "Part A"
(hospitalization) and "Part B" benefits (physician
services) and does away with limits on hospital
coverage.

aged and disabled beneficiaries currently enrolled
in both Medicare and Medicaid (4 million individuals)
will deal with a single program -- HealthCare.
This will simplify enrollment and program contacts
for the beneficiaries and will enable the

program to handle their claims more efficiently
and expeditiously. At present, claims for

these beneficiaries are paid by both State
Medicaid programs and Medicare. Co-ordination

of claims payment between the State and Federal
programs often results in long payment delays

for physicians and other providers.

the low-income will benefit from national mini-
mum eligibility standards for acute care services.
At present, there are 53 separate Medicaid
programs, each with differing standards governing
eligibility and benefits.

the low-income as well as the aged and disabled
will benefit from the new provider payment
policy. The low-income will have greater access
to mainstream medicine because HealthCare will
pay physicians a higher fee than most Medicaid
programs. The aged will be protected against
excess physician fees that are higher than the
HealthCare approved rate.

Increase administrative efficiency and improve quality
assurance activities by establishing single claims pro-
cessing agents in wide geographic areas. At present,
multiple private insurance firms may handle Medicare




claims processing in a single area. The State or a
private contractor handles Medicaid claims. HealthCare
will select one private contractor -- for example, an
insurance company or data processing firm -- to handle
all claims in a State or multi-State area. This will:

-- reduce contracting costs by the award of con-
tracts on the basis of competitive bids. At
present, Medicare must honor the claims agent
designated by providers. However, experiments
in several areas show that contracts awarded
on the basis of competitive bids are signifi-
cantly less costly.

enable economies of scale in bill processing.

One contractor in a geographic area will be able

to utilize efficiently advanced claims processing
technologies such as on-line computer terminals for
billing in every hospital. Hospitals, physicians,
and other providers will also realize efficiencies
in billing. Use of one agent and a single claims
form will permit bulk billing and faster cash flows
to physicians.

enhance program ability to identify fraud and abuse
problems by establishing a single identifying number
for all participating providers. Computer profiles
maintained by the claims processing agent should permit
ready identification of those providers whose billing
patterns indicate an abnormal volume of claims or other
questionable practices.

These management improvements are not feasible under current law
because Medicare requires DHEW to employ the fiscal agent designated
by providers in the area and because there cannot be administrative
integration of Medicare with the 53 separate Medicaid programs.

The State-by-State variations in benefits, provider participation
policy, reimbursement policy and other administrative features
makes integration of the two programs almost impossible even if

the hurdle of Federal/State management control could be surmounted.

o Establish a new national insurance structure which can
provide assistance to those individuals and employment
groups whose special problems make it difficult for them
to be adequately served by the private insurance market.

—— Non-employed, non-aged or non-low-income
individuals whose health is poor or who have a
history of serious medical problems in the
past (a "pre-existing" medical condition).




These individuals cannot generally obtain
insurance in the private market or, if it
is available, must pay exorbitantly high
premiums or accept a policy which excludes
the pre-existing condition.

Non-aged spouses of workers who have reached
age 65. Once the worker enters HealthCare,

or today, Medicare, spouses often have great
difficulty in obtaining private insurance.

This problem is most troublesome for women in
their late 50s or early 60s who are not employed
outside the home. They will be able to buy
HealthCare.

Individuals who work intermittantly and in
hazardous occupations. Private insurance
plans are customarily reluctant to insure
these individuals. They will be able to
buy HealthCare.

Employment groups which have a concentration
of high-risk individuals or those in which
the nature of work is so hazardous that
private plans are not available or available
only at an exorbitant premium. They will

be able to buy HealthCare.

For these kinds of individuals and groups, HealthCare will
be available to make adequate coverage available at a reasonable
premium.

Specific features of the HealthCare plan are summarized
below:

1. Eligibility

o Aged and disabled. Medicare eligibility standards
would continue under HealthCare for all persons over
age 65 ard those persons under age 65 who meet the
Social Security test of total and permanent disability,
or who suffer chronic renal failure. The 500,000
aged persons who do not have sufficient quarters of
coverage to gain entitlement but whose incomes are
less than 55% of poverty will also be enrolled in
HealthCare.
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o The Iow-Income. There are three eligibility gates into HealthCare
for the low-income:

-- Through cash assistance eligibility. All persons
who qualify for cash assistance under the program
for Aid to Families with Dependent Children (AFDC)
or Supplementary Security Income (SSI) will be
automatically enrolled in HealthCare at the time
they qualify for cash assistance payments. Eligibility
will extend to all cash assistance recipients including
those who do not currently qualify for Medicaid because
of optional State restrictions and those who would
not automatically qualify for Medicaid under the
Administration's Welfare Reform proposal (newly
mandated AFDC-U families). Eligibility levels for
AFDC and SSI families will vary by State, mirroring
the cash assistance standard in that State.

Through the national low income standard. Other
individuals or families whose incomes are less than
the HealthCare low income standard -- equivalent

to 55% of povertyin Phase I —— will also be eligible
for HealthCare. This is an important extension of
entitlement to 10.5 million non-aged low-income perons
not now on Medicaid.

Through the spend-down standard. Any individual

or family whose health expenses exceed the difference
between their income (minus a 20% of earnings work
expense deduction) and the 55% of poverty can apply
to HealthCare for complete coverage of all further
expenses for a year. This is an important extension
of spend-down protection, now provided by only 30
States, but available nationally under HealthCare.
Thus, for example, a family of four with earnings

of $7000 per year could apply for HealthCare coverage
through the "spend-down" if their medical, if
applicable, expenses (plus certain allowances for
child care) exceed $1400 (55% of poverty equals $4200
— $7000 - $1400 = $4200).

This will provide critical assistance to 4 million
additional people. In States where spend-down standards
for Medicaid exceed the HealthCare standard, HealthCare
will maintain the higher standard for single parent
families with children and aged, blind or disabled
individuals.
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o Others. All other persons can buy into HealthCare by paying
the premium for individuals and small groups. The benefits pur-
chased under this buy-in are the same as those provided to other
HealthCare beneficiares, subject to a $2500 deductible on all
services.

Enployment Groups. Although employers will generally fulfill
their obligations under the employer guarantee by purchasing
private insurance, HealthCare will serve as a back-up insurance
plan for those who find private coverage difficult to obtain

or unreasonably expensive. Any employer can buy into HealthCare
for the mandated coverage (HealthCare benefit package but with
a $2500 deductible on all services except prenatal, delivery
and infant care.)

2. Benefits

The HealthCare benefit package includes a comprehensive
range of acute care services, and complete preventive as well
as acute care benefits for pregnant women and infants.

The benefits are similar to those provided under Medicare,
with some improvements. HealthCare benefits are more generous
than Medicaid benefits in about half the States, but more
restrictive than in certain high-benefit States. The most
significant exclusions from current Medicaid benefits are
drugs, dental care, eyeglasses and hearing aids, and long
term care. Drugs, dental care, eyeglasses and hearing aids
will continue to be provided in a residual Medicaid program,
with administration handled by HealthCare or by State govern-
ments, at the State's option. Specific benefits included in
HealthCare are:

o Inpatient hospital services (unlimited)

o Physician and other ambulatory services (including
laboratory and excluding dental and psychiatric
care) (unlimited)

Skilled nursing service (100 days per year).
These skilled nursing home benefit days are
intended to permit patients who still require
the support services of an institution —- but
no longer the range and intensity of services
provided by a hospital -- to be released from
the hospital to a less costly level of care.
The skilled nursing benefit will reduce the
length of hospital stays for many admissions.




Home health visits (100 visits per year)

Mental health (20 days of inpatient
hospital care; $1000 in ambulatory services)

Preventive Care. HealthCare covers two
important preventive care packages

-- complete prenatal, delivery, and
total infant care (preventive and
acute services) for all mothers
and children

-- a schedule of preventive services
for all children up to age 18

Except as noted above, long term care services will be continued

as a separate program under State Administration, financed
under the current Title XIX program grant system.

3. Cost-Sharing

Different cost-sharing requirements apply to persons who

enter HealthCare through the various eligibility standards.

o Aged/Disabled. At present, the aged and
disabied pay a single day hospital deductible
of $160 (July 1, 1979) for each admission
per "spell-of-illness" plus a $60 deductible
and 20% co-insurance on non-hospital services.
There is no limit on coinsurance payments.

In addition the aged pay fees charged by
physicians which exceed the Medicare maximum
payment rate. In combination, these requirements
leave the aged exposed to high and unpredictable
out-of-pocket costs. That will change under
HealthCare.

Medicare cost-sharing requirements are extended
to HealthCare with the following important
modifications:

-- there will be an annual hospital deduc-
tible rather than a new hospital deduc-
tible applicable to each spell-of-illness.
The annual deductible will be the same.




no cost-sharing will be required after
an individual has paid $1250 in out-of-
pocket costs

aged persons whose income is below 55% of
poverty standard have no cost-sharing.
Neither do those who spend down the 55%
standard.

All physicians bills will be assigned —--
that is, physicians will be required to
bill HealthCare, not the beneficiary, and
to accept HealthCare's payment rate as
full compensation for the service.

No extra billing will be permitted.

The Low-Income. Persons eligible because they are
entitled to cash assistance or because their income
is less than the low-income standard do not face
any cost sharing. Individuals who enter HealthCare
through the "spend-down" do not face cost-sharing
after they spend-down below low-income standard.
Only expenses related to services covered under

the HealthCare mandate will be counted toward the
spend-down.

Others

-- Individuals or employer groups who buy
into HealthCare by paying a premium,
face a deductible of $2500 on all services.
However, because of the importance of good
pre-natal care and comprehensive health care
services for all infants, a special maternity
and infant benefit is provided under the
HealthCare buy-in. All pre-natal care services,

the costs of delivery, and total preventive

and treatment costs for an infant in the first
year of life will be covered under the buy-in
without cost-sharing. This will remove all
financial barriers to seeking care for pregnant
women and infants.




4. Financir_’g

o0 Aged and disabled. The current Medicare payroll
tax (1.05% on employer and employee, applied to a
$22,900 earnings base) will be continued. In
addition, all aged and disabled persons with incomes
above the 55% of poverty standard will be required to
pay a premium equivalent to the Medicare Part B premium,
which is now $98. Additional subsidies will be provided
through Federal general revenues to pay the cost of
protecting the aged against catastrophic expenses.

The Low-Income

State and local governments will continue to
share with the Federal government in the costs
of financing HealthCare covered services for
the low-income population in a manner that will
retain State incentives to restrain health cost
inflation. State fiscal liabilities under
HealthCare will approximate those which would
have occurred under Medicaid reduced by fiscal
relief

Others

Individuals who buy into HealthCare will pay a national
community rated premium which is based on the average
per capita costs for all individuals and groups of less
than 50. It will cover about 75% of their actual costs.
The remaining costs will be provided through a Federal
general revenues subsidy.

5. Administration

HealthCare will be a new national insurance program with
uniform standards governing benefits, eligibility, provider
reimbursement, quality assurance, and other aspects of

law and regulation which determine the adequacy, equity,
and performance of the program. As such, it will be quite
similar in concept to Medicare.




Under Medicare, the same eligibility standards apply to aged
and disabled persons throughout the country. All Medicare
enrollees have the same benefits, cost-sharing obliga-
tions, and rights under the program, no matter where they
live. Although Medicare is governed by national law and
policy, it is in large measure, administered locally --

all claims processing is contracted out by HEW to "fiscal
intermediaries" and "carriers", most often the local Blue
Cross and Blue Shield plans.

Medicaid, by contrast, is not a national program. Eligi-
bility standards, benefits, provider participation policy,
and reimbursement rates differ among the States. Thus,
equally poor individuals may be entitled to benefits if
they live in one State but not entitled in another. Pro-
viders are also treated unevenly. Some States so drastically
limit payments that only 25% of physicians accept Medicaid
patients, while other States pay adequately. Payment error
rates are high and payments are generally slow. For these
and similar reasons, the program is widely criticized

by beneficiaries who use it, praviders who are paid by

it and the taxpayers who finance it.

One of the most important objectives of the Phase I NHP

is to create the framework for a national health insur-
ance plan which is viewed as a valued part of our social
insurance system. It should be equally available to all
Americans —— no matter where they live. It should be
viewed as treating both beneficiaries and providers fairly,
equitably, adequately, and efficiently. It should be seen
by the public as operating efficiently, and with accounta-
bility —- minimizing problems of fraud and abuse by
providers or beneficiaries.

These are ambitious goals, and cannot be accomplished
within the framework of multiple Federal and State in-
surance programs in which accountability is diffuse and
standards variable.

Instead, HealthCare creates a new administrative structure
which permits the implementation of national standards.
governing benefits, provider participation, reimburse-
ment policy, quality assurance and fraud control. It
will closely resemble Medicare in the sense that claims
administration will continue to be handled under con-
tract with private fiscal agents. However, because of




the multiple gates into HealthCare -- through Social
Security, through cash assistance, or through the spend-
down -- there will be several different agencies deter-
mining eligibility, not a single agency (as the Social
Security Administration now determines eligibility for
Medicare.) Regardless of how they enroll initially,
however, all beneficiaries will enter the same program.
Providers can be assured consistent treatment and fair
reimbursement on behalf of all HealthCare patients.

Specific functions will be handled as follows:

o All claims processing will be handled by
private fiscal agents (insurance companies,
data processing firms or others) covering a
specified geographic area. Today, there are
multiple claims agents in an area -- the
Medicare intermediary and carrier and the
Medicaid claims processing agent (either a
State or its designee). HealthCare will
shift all responsibility for management of
claims processing to the Federal level. This
will permit merger of this function for all
aged and low-income beneficiaries, and should
reduce error and waste to the greatest extent
possible in Federally-financed health programs.
Contracts will be awarded on the basis of competitive
bids. This will reduce administrative costs, and
improve speed of payment to providers. Use of
a single fiscal agent will enhance our ability
to detect problems of fraud and program abuse.

Eligibility determination will be handled by
the Federal government for aged and disabled
persons. States will handle eligibility
determination for categorically eligible
families (AFDC). The Federal goverrment will
determine eligibility for other low-income
entrants to HealthCare, although States may
undertake this function for the newly eligible
if they meet performance standards.

6. Reimbursement

o Hospital. Payment for hospital services under
the Phase I NHP will be governed in both Health-
Care and private plans by the Administration's
hospital cost containment program.




o Physicians and other providers of ambulatory care
services. Physiclans and others who provide ambula-
tory (non-institutional) services to HealthCare
patients will be paid on the basis of a fee schedule.
The fee schedule for physicians will be based on
average Medicare physician payment levels. Medicaid
fees will be brought up to the Medicare level
in the three years prior to implementation of the
schedule. After the first year implementation
of the fee schedule, subsequent alterations in
the schedule will be developed through a process
of negotiation between HealthCare and physician
.representatives.

All physicians who accept HealthCare patients

will be required to take assignment of claims —-
that 1s, to accept the HealthCare fee as payment
in full for the service rendered. This is one

of the most important new protections extended

to the aged and disabled and will save them approximately
$1 billion in charges now billed by physicians.
This will protect all HealthCare beneficiaries from
being billed for excess physician fees. Private
plans will be encouraged use the HealthCare fee
schedule as a guide in determining their rates

of payment.

7. System Reform

Many serious problems in the U.S. health care system
will not relieved by insurance changes alone. NHP is
designed as an umbrella, incorporating important non-
insurance system reform supplements to guarantee access
to care, redirect and improve distribution of resources
and promote efficiency and competition.

o A new process for assessing health needs and
determining the adequacy of federal programs.
This program will require a five-year plan for
each relevant federal program.

Strengthening the health planning by imposing
national and State limits on hospital capital
spending, as noted.
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0 Measures to increase competition by encouraging HMO
enrollment, as also noted.

o Expanding utilization review

In addition, the following legislative and administrative initiatives
already under way will be part of the NHP system reform effort:

o Revising federal health manpower policy to prevent a
potentially costly physician surplus and to provide
incentives for change in specialty and geographic
distribution.

Seed money to expand HMOs and other innovative settings,
helping to ensure consumers a wider choice among delivery
systems.

Improving efficacy and productivity through assessment of
new technology and procedures.

Expanding programs that provide basic primary care for the
neediest of the nation's underserved areas.

Implementing fully the proposed Mental Health Systems Act
now before the Congress.

Continuing to build disease prevention and health promotion
through preventive dental services in Title I schools; anti-
smoking, drinking moderation, nutrition and exercise cam-
paigns, effective screening programs, community based

health fairs and envirommental improvements, WIC, occupational
health and safety and other relevant programs throughout

the government.

C. The Employer Guarantee

All employers will be required to provide full time workers
(persons who have worked at least 25 hours per week for 10
consecutive weeks) and their families with a health insurance
plan which meets Federal standards. For the 100 million workers
and their families who now have coverage the effect of the
guarantee generally will be to enrich their benefit package

by adding important new protections such as mental health coverage
and skilled nursing care. But for the 56 million workers and
their families who do not now have insurance providing comprehensive
protection against catastrophic costs, the guarantee will provide
important new financial security against bankruptcy.
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Insurance companies marketing plans to meet Federal standards
and clearly designate those policies which meet Federal
requirements.

The requirements of the mandate encompass benefits, cost-

sharing liability, extensions of coverage after termination

of employment, to spouses and dependents in the event of

death of the wage earner or divorce; plus other consumer protection
standards. All employers must offer their employees a choice
between an insurance plan meeting Federal standards and

enrollment in any Federally qualified HMO (or Independent

Practice Association —— IPA) in the area.

1. Eligibility. All full-time employees, their spouses
and dependents. Dependents include children through
their 22nd birthday or through age 26 if enrolled
in school on a full-time basis or otherwise a dependent
of their parent. Children disabled before their 22nd
birthday are continued as dependents as long as they
live with their parents. Any employer who fails
to meet his obligations under the mandate will be
subject to a fine. The self-employed will be treated
like any other employer.

2. Benefits and Cost-Sharing: The benefit package in the
employer plans must include the same services as those
insured under HealthCare. The employer may agree to
provide broader benefits, but cannot provide a smaller
package. For most employed persons and their families,
cost-sharing under the plan will be relatively limited
because employers will continue and improve coverage
now in force. However, no individual or family will
face cost-sharing in excess of $2500 per year for
services covered under the mandate. Within this constraint,
employers (and unions) may arrange any combination
of cost-sharing ranging from complete coverage without
cost-sharing to a $2500 deductible on all services.

One exception will be applied: there can be no cost-sharing
on pre-natal and delivery services for a pregnant

woman or for all acute care provided to an infant

in the first year of life. These speclal preventive
services are recognized to have extremely high pay-off

in terms of improved delivery outcome, lowered infant

and maternal mortality, and long term child health.
Therefore, all financial barriers to seeking these
services will be eliminated.




Financing and Special Subsidies. Employers will be
required to pay at least 75% of the premium cost for
a plan meeting the Federal mandate standards. Higher
employer premium shares can, of course, be agreed to
in collective bargaining. Today more than 85% of
workers with employer-financed insurance are covered
in plans where the employer pays at least 75%

of the premium. Any collective bargaining agreements
in force that call for higher employer shares

when Phase I NHP is implemented will be protected

for the life of the contract.

Because premiums are assessed by private insurance
companies on the basis of the health risk presented
by an employment group and the composition of that
work force —- e.g. the number of workers with
families —- a traditional premium will create
problems for marginal firms andlow-wage workers,
particularly workers with families. In order to
protect employers and low-wage workers from undue
hardship resulting from premium payments, several
special subsidies are included:

o0 Employers will not be required to spend
more than 5% of payroll on a mandated plan.
(On average, employers who now provide no
coverage will be able to buy the mandated
package from insurance firms for 2.5% of
payroll.) Subsidies for costs in excess
of 5% will be available by buying coverage
from HealthCare at a premium rate equal
to 5% of payroll or by applying for an
equivalent subsidy to purchase coverage from
private insurance firms. Data limitations
prevent a precise estimate of the number
of firms that would be likely to take advantage
of this subsidy provision. However we are
able to estimate that firms employing
approximately 7 million workers (out of
a work-force of 73 million full-time workers)
might take advantage of one of the two subsidy
options.

The Earned Income Tax credit which assists
low-income working families will be expanded

to provide a maximum benefit of an additional
$150 to largely offset the cost of the employee
premium share for such families.




5. Administration. Phase I NHP establishes national
minimum standards for all health insurance plans
provided to meet the employer mandate. To assure
uniform application of these standards, the certi-
fication process will be Federally administered.

The Federal government will also offer a reinsurance
program to health maintenance organizations, employers
and small insurance companies.

o Standards for employer plans: All employers will
be expected to provide coverage conforming to
Federal standards, whether they obtain this
coverage through private insurance companies,
HealthCare, provide it by self=-insuring or
through multi-employer trusts. The purpose of
the standards is to assure consumers adequate
protection and information about their insurance
coverage, and to link private coverage standards
with HealthCare to achieve a national guarantee
of basic protection. To meet the conditions of
the employer mandate a plan must:

-- provide, at a minimum, the HealthCare
benefit package with a maximum out=of=-
pocket liability of $2500 policy. Plans
may include any cost=sharing configuration
desired, so long as the out=of=pocket
limit is retained. However, there will
be no cost=sharing for pre-natal and
delivery services for pregnant women
or preventive and acute care services
provided to an infant in the first year
of life.

provide the same benefits to all persons.
There will be no waiting period for coverage
after the 10th week of employment, and
coverage must continue at least 90 days
after termination of employment, or after
the death of a worker or divorce of a

worker and spouse.

not limit or exclude coverage due to
pre-existing conditions; provide care
for newborns and have no restrictions
on coverage or benefits for those in
poor health.




-- cover spouses, dependents, including children
(and adopted children) up to age 22,
(or age 26 if a full-time student or other-
wise a dependent of the wage-earner)
and children disabled prior to age 22,
if living with their parents. Employees
and/or their dependents must be given the
right to continue to buy comparable individual
plan from the insurance company after termination
of employment, regardless of their health risk.

provide adequate, clear information regarding
policy provisions, benefits, costs and conform
to any further public disclosure requirements or
standards for policies.

publish a reasonable relationship of premiums
charged for qualified plans to benefits
paid to policyholders.

Enforcement of Standards. DHEW will review and certify
all private plans. Similar standards and certification
processes will be apolied to insurance companies seeking
to market to employer groups and to self-insured plans
of a single employer or a multi-employer employer trust.
States will continue most of their insurance regulatory
activities (e.g., review of premiums and plans for
financial solvency). While traditional State roles

in insurance regulation will be largely preserved,

the Federal government has a responsibility to assure
that plans purchased under the mandate are uniform and
meet minimum standards. In the event of a conflict
between the Federal mandate and State requirements,

the Federal standards will be primary.

An insurance company which alters a previously
qualified health insurance plan -- or otherwise
misrepresents a plan as conforming to Federal
standards when it does not -- will be liable for
several penalities:




—- The company will not be allowed to
market any health insurance under
the Federal program for a specified
period.

—- The company will be assessed a financial
penalty.

-- The company will be liable for civil
suit and subject to criminal penalties.

Reinsurance Program. Creation of a voluntary
Reinsurance Fund that will allow HMOs and firms to
buy protection against the costs (over $25,000)

of truly extraordinary illness, thus providing
protection for businesses to self-insure and

have a direct interest in cost containment as
well as giving HMOs umbrella protection in
handling high risk populations.

6. Reimbursement

o Hospitals. Payment for hospital services in approved
private plans, as in HealthCare, will be based on
implementation of the Administration's hospital cost
containment program.

Physicians and other ambulatory care services.

The issue of what —— if any —- restraints should

be placed on payment to physicians under partici-

pating private insurance plans was one of the most
difficult questions to resolve in designing Phase I

of NHP. Clearly, fee schedules and mandatory assign-
ment are essential components of HealthCare plan; needed
to control costs, protect beneficiaries, and institute
more equitable reimbursement rates for primary care
physicians than exist in Medicare and Medicaid today.

Extension of the same fee schedule to private plans
and requirement of mandatory assignment plans were
considered, but rejected, for Phase I NHP. Instead,
the Phase I, NHP will attempt to stimulate competition
among providers and assist beneficiaries in knowing
which physicians accept insurance payments as full
compensation for a service.




-- The HealthCare fee schedule will be furnished
on an advisory basis to all insurance plans
marketing coverage to meet the employer man-
date. Plans may use -- or not use -- the
schedule in guiding the rates they will pay
for a given service.

Insurance plans will furnish enrollees with
lists of physicians in the State who agree
to accept the insurance plan's reimbursement
as full compensation for their services.
This will enable consumers to make a better-
informed choice of physicians.

The various incentives to establish or expand
pre-paid practice systems (HMOs, IPAs) may
serve to restrain fee increases by physicians,
who must compete with the pre-paid plans for
patients.

The success of these incentives to restrain physician fees
through competition and consumer information will be studied
for three years by a Presidential Commission. Following that
study, the Commission will make recommendations.

7. System Reform: Competition

A number of incentives to increase competition among
providers have been included in the private mandate
provisions. The most important of these include:

o The requirement that employers make equal
dollar premium contributions to (all plans
offered by the employer (e.g., an insurance
plan or plans and HMOs or IPAs). This will
encourage employees to seek out lower-cost
plans because the employer's relative
contribution would be greater. It will
encourage employers to help establish HMOs
in order to hold down their premium
liabilities.
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IV'

A.

l.

In the event the employer's contribution

would exceed 100% of the premium cost for

a low-cost plan, alternative fringe benefits or
other compensation to the employee would

be required.

o Improved consumer information will be
available including:

-- the list of participating physicians
furnished by private insurance plans

-- information regarding area HMOs or IPAs
(available from HealthCare Office.)

CONSEQUENCES

pPhase I of the National Health Plan will be universal, reaching
every American. For the most vulnerable in our society -- the
aged, the poor, the disabled, mothers and infants -- it will
provide comprehensive care, that is a full range of benefits
subject to either limited or no cost-sharing. For all others,

it will at minimum provide protection against the cost of major
illness, while establishing a framework upon which comprehensive
protection can be built through voluntary improvements and through
statutory enlargement of the employer guarantee. The consequences
of NHP Phase I for beneficiaries, employers, State and local govern-
ments, the private insurance industry and employers is described
in the following sections.

Beneficiaries

Aged and Disabled: HealthCare will continue and expand the coverage

now avallable under Medicare.

o For the first time, 24 million aged and disabled
Americans will have a limit on their out-of-pocket
medical expenses. No enrollee will pay more than
$1,250 for covered medical services. The poor aged
and disabled will pay nothing.

o Current Medicare benefits will be improved through
providing unlimited days of hospital care and expanded
benefits for mental health and alcoholism services

o One-half million of our poorest elderly citizens, who
do not now have sufficient Social Security coverage
to be eligible for Medicare, will receive insurance
for the first time under HealthCare.
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o0 About 20,000 disabled individuals, who now lose Medi-
care benefits when they return to work, will retain
their health insurance coverage for three additional
years.

In total, the elderly will save almost $1 billion in
out-of-pocket payments for physician services, because
physicians will not be allowed to bill at more than the
approved rate.

2. The Iow-Income: Medicaid coverage will be significantly altered and
expanded.

o 15.7 million non-aged poor now on Medicaid will be
automatically converted to full subsidy coverage under
HealthCare. This includes SSI recipients who live
in the 15 States that do not provide Medicaid to all
these individuals.

Current Medicaid recipients will receive a similar package
of acute care services through HealthCare. They will con-
tinue to receive long term care services through State-
run programs.

An additional 10.5 million persons with family incomes
under 55 percent of poverty will, for the first time,
be brought into a health care financing program. These
people will receive fully-subsidized coverage through
HealthCare.

An estimated four million additional individuals

will obtain HealthCare coverage because their medical
expenses are so high as to reduce their effective family
income to 55% of the official poverty level.

Another 7 million people who are within $3000 of the 55%
of poverty level are thus insured by the spend-down

even if their expenses in a given year are not sufficiently
high to qualify them for HealthCare coverage.

3. The Employed: Under Phase I NHP all full-time employees and
their families will be guaranteed a minimum level of health
insurance coverage.

o0 156 million workers and their families will finally be
protected against the devasting costs of catastrophic
illness. None will have to pay more than $2500 per family
on out-of pocket expenses.




Every worker will have coverage for prenatal, delivery and
infant care with no cost-sharing requirements.

No worker will have to pay more than 25% of the premium for
mandated coverage.

All workers will be assured extension of health benefits
during short periods of unemployment, and their families
will be similarly protected if the wage-earner dies or if
the family is separated. Workers and their families will
have an opportunity to convert their health insurance to

an individual policy if they desire after leaving employment.

For many workers and their families, the scope of benefits
will be improved through coverage of physician services and
home health visits.

Low-income workers and their families will receive subsidies
for their share of the premium through an expanded Earned
Income Tax Credit.

Employees will be able to join any qualified Health Main-
tenance Organization or Independent Practice Association
in their area, if they desire.

All Others: About 9 million Americans will not automatically be
insured under HealthCare or through mandated employer coverage.
These people are unemployed or work part-time, but are not over
age 65 nor poor enough to be entitled to fully-subsidized care.
HealthCare offers a basis of catastrophic protection for this
group in two ways:

o Any non-employed person can purchase HealthCare coverage
at a national community-rated premium. (Federal subsidies
will hold the premium rate to no more than the average per
capita health expenditure for all individuals and persons
in small groups in the country. Because the nine million
individuals in this group have much higher than average
health costs —- approaching $3000 each —- a subsidy is
required to make coverage affordable.) About 1 million
are likely to buy a plan including the complete HealthCare
benefit package, with a deductible of $2500.
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B. Employers: Under Phase I NHP employers will be required to provide
coverage meeting Federal standards to all full-time employees
and their dependents.

o)

o

Most firms in well-insured industries (manufacturing,
transportation) will have to make only small changes

in their current plans - e.g., adding physician office
visits or the mental health benefit. In poorly-insured
industries, such as agriculture and retail trade, many
will for the first time provide at least catastrophic
protection for their employees. Various measures have
been included in the Phase I NHP to assure that meeting
the terms of the guarantee will not cause undue hardship
to employers and will not result in substantial job loss.

-- the guarantee requires only that the employer purchase
insurance covering costs in excess of $2500. This
holds the average premium rate for the mandated plan
to $450 per worker. -

For those employers whose work force includes a large
proportion of workers with higher than average health
costs (older workers, a high proportion of women in
their childbearing years, or those with large families)
subsidies have been included as part of the Phase I
package.

Any employer will be able to buy the mandated insurance

from HealthCare by paying a premium equal to 5% of payroll.
Or, if the employer prefers to purchase coverage privately,
a similar subsidy will be provided to pay private premiums.

Within the framework of Federal requirements for certified

plans, employers will continue to negotiate coverage with insurance
companies as they do today. Large firms, (with over 50 employees)
will be able to purchase experience-rated contracts whereby
premiums are set according to individual utilization experience.
Firms of 10-50 workers will pay a community-rated premium for

firms of that size. This will protect a small firm (10-50 workers)
with exceptionally high-risk employees from paying a premium which
is substantially higher than that paid by other firms of

a comparable size.

The availability of the voluntary Federal Reinsurance Fund

will enable many medium-size firms to self-insure. Because

the Reinsurance Fund will insurance exceptionally large claims
(over $25,000) many employers may find it cheaper to self-insure
for claims under that amount.
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C. State and local governments

Because the Phase I NHP is putting into place a national health
program the current responsibilities of State and local govern-
ments will be altered in several respects.

1. As Employers

State and local governments in their capacity as employers will
be required to provide insurance coverage to their workers which
meets the standards of the mandate.

2. Administration

States will conduct eligibility determinations for those families
who enter the program because of eligibility for cash assistance.
They also will have the option, subject to meeting appropriate
performance standards, of contracting with the HealthCare program
to conduct eligibility determinations for all persons entering
through the national low-income standard or through the spend-
down provisions. States will retain administrative responsibility
for financing services not covered by HealthCare (primarily long
term care), although provision would be made at State option for
administration through HealthCare of the non-covered acute services
that some States now provide through HealthCare at State option.

3. Other Continued Functions

States will continue their traditional functions in certification
and licensure of facilities and personnel and the regulation of
private health insurance. However, to the extent that federal
regulations governing the employer mandate plans conflict with
State regulations, the federal regulations will be primary.

4. Fiscal Responsibility/Fiscal Relief

State and local financial responsibilities for public health care
programs will be affected in two major ways by this proposal:
(see following table)

o The NHP Phase I will provide $2 billion in fiscal
relief for State and local governments (see tables
at end of fact sheet for the geographic distribution
of this fiscal relief). This fiscal relief will
result from:




o

-— A $0.5 billion decrease in the State share
for current Medicaid services

-- The fact that HealthCare provides low-income
individuals and families with additional
insurance coverage which will help pay
bills to State and local hospitals or
replace payments made by other State and
local programs - $1.5 billion.

States will continue to share with the Federal government
in the costs of financing HealthCare covered services

for low-income population in a manner that will retain
State incentives to restrain inflation in health care
costs. State liabilities will approximate those they
would face under Medicaid, (less the fiscal relief,
indicated above). To insure no State faces a greater
liability there will be a five year hold-harmless provision
for any increased health care costs (relative to Medicaid)
resulting from expansion of coverage, improved benefits
or upgrading of physician fees.

Federal and State Financial Responsibilities During the Transition

Per iod

Currently the States share in Medicaid costs according to a
formula that yields a range from a low of 22% to a high of
50%, depending on State per capita income. At present the
States have a great deal of flexibility to influence total
Medicaid costs in the State by modifying plan provisions
such as benefits covered (except for those required in the
core benefit package necessary to meet the conditions of the
Federal grant-in-aid program), reimbursement levels, and
other provisions including income eligibility levels for
entering the program.

During the first two years subsequent to the implementation
of HealthCare, the Medicaid matching formula would continue
to determine the States share for financing those services
not covered by HealthCare. However, in order to hold States
harmless for the anticipated increased costs for expansions
in full subsidy and spend-down coverage, improved benefits
and fee upgrading for HealthCare covered services, and to
provide some fiscal relief, the State share in HealthCare
costs will be calculated as follows:




the Medicaid expenditures that each State would
have incurred during these two years for HealthCare
covered services will be projected by indexing
actual Medicaid costs in the prior year to the
average growth rate of State Medicaid expenditures
during the prior three years. (Maintenance-of-
effort of the current State Medicaid plan would

be required from the time of enactment of NHP
Phase I until implementation of HealthCare.)

States will be required to pay 90% of these
estimated expenditures which, in the aggregate,
are expected to be about $5.5 billion.

This procedure will guarantee States fiscal relief
during the first two years of the program and
produce a predictable HealthCare expense for them.
It also will maintain their incentives to hold
down inflation in medical care costs after the
enactment of NHP Phase I.

o Federal and State Financial Responsibilities After the Transition
Per 10d

In the third and subsequent years after implementation of the
program, States will share in the actual costs -- excluding

that portion attributable to the eligibility expansion, benefit
improvement and fee upgrading -- of providing HealthCare covered
services to the low income population on the basis of the Medicaid
matching formula.* However, this formula will be adjusted to
provide a 5% reduction in all States' matching rate as it applies
not only to their new HealthCare cost-sharing, but also their
continued Medicaid service expenditures for non-HealthCare covered
services. This will provide additional continuing fiscal relief

* Estimated Medicaid expenditures will be subtracted from total HealthCare
costs for the low-income population in year two. The remainder will
reflect those costs attributable to the eligibility expansion, benefit
improvement and fee upgrade which are being borne 100% by the Federal
government. This figure, indexed by the rate of growth of the nominal
GNP, will be subtracted from the subsequent years' costs of HealthCare
for the low-income population in order to arrive at that portion in
which the States would share.




for the States which is estimated to be about $.5 billion
in the third year. Furthermore, a general hold-harmless
will remain in effect through the fifth year of HealthCare
based upon projections of what the States otherwise would
have paid under Medicaid for HealthCare covered services
(calculated in the same manner as described above for the
transition period).

These cost-sharing arrangements will insure that States,
as well as the Federal government, are sensitive to the
need to restrain health care cost increases. States will
continue to enjoy substantial fiscal relief beyond the
third year as long as the rate of growth of HealthCare
program costs increases for the low-income population
does not substantially exceed that of the GNP.

States also will be protected from the costs of any
future eligibility and benefit expansions in the program
in subsequent phases.

Savings in State and Local Public Facilities and Grant Programs

There will be additional immediate fiscal relief for State
and local governments in the amount of $1.5 billion.

This fiscal relief results from the extensions of insurance
protection in HealthCare (the new coverage for 10.5 million
low-income persons and 4 million through spend-down) and
through the employer guarantee. These insurance plans —-
HealthCare and private plans -- will reimburse municipal,
county and State hospitals for services that must now be
financed through tax revenues. Insurance payments will
also replace payments to providers made by State and local
grant programs such as those for crippled children.
Approximately half of the $1.5 billion in fiscal relief
will flow to State governments. The table which follows
details fiscal relief by State.
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The Insurance Industry

The decision to provide insurance coverage for the working population
primarily through private insurance companies will create an initial
increase in insurance premiums paid by employers and employees of
$8.5 billion. These are not voluntary premium payments, they are

made by employers and employees as a result of Federal law.

A government requirement that all working people

purchase protection against major medical expenses imposes a corollary
obligation on the Federal government to assure the value and availability
of protection offered to meet the guarantee. For this reason, new Federal
regulations will be established to qualify insurance plans which are

sold to meet the conditions of the guarantee. These regulations will
supercede any similar regulations imposed by States. States will,
however, continue to regulate private health insurance for solvency

and other aspects of insurance sales which are now regulated by

State law.

Providers

The combination of HealthCare and extended private insurance as a
result of the employer gquarantee will effect major health care
provider groups in the following ways:

o Hospital revenues will be contained through the
provisions of the Administration's hospital cost
containment plan. However, as a result of extending
coverage to persons now either uninsured or inadequately
insured, revenues to hospitals and skilled nursing
facilities will increase by $5.5 billion.

o Physicians and other providers of ambulatory care
services will continue to operate their practices
just as they do under current law and programs.
Nothing in the NHP Phase I will alter the professional
relationship between physician and patient. Nothing
in the NHP Phase I will restrict the right of
individual patients to choose their own physician.

The most significant change from current law for physicians is the
requirement that any physician treating HealthCare beneficiaries
agree to submit their bill to the HealthCare program rather than
billing the patient directly, and to accept the HealthCare payment
as full compensation for the service -- not to bill the patient for
any additional amount. As a result of the extension of coverage to
those not previously insured for physician services and because of
the upgrading of Medicaid fees, total payments to physicians and
other providers of ambulatory care services will increase by $10.3
billion under NHP Phase I.
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V‘

Cost of the Phase I NHP and Economic Impact

Expansion of coverage and benefits under the Phase I plan will

not begin until FY 1983. This provides time for administrative
planning; gives initial cost controls and system reform incentives
an opportunity to slow increases in health care costs prior to

the expansion of coverage, and gives employers an opportunity to
plan for proposed standards on health insurance coverage for
employees.

The actual first year cost of the program will depend, in part,
upon the restraint in health care costs brought about by other
Administration initiatives prior to 1983 such as:

0 hospital cost containment

0 strengthening of health planning and utilization
review under the Professional Standards Review
Organizations (PSROs)

0 emphasis upon technology assessment

0 expansion of health maintenance organizations

The uncertainty as to the magnitude of savings brought about by

these types of system reforms and cost costraints makes any projection
of first year costs more problematic the further out in time the
estimates are presented. To reduce this uncertainty, all cost
figures are for FY 1980, assuming that the Phase I plan were

in effect in that year. 1In addition, estimating change in Federal
expenditures and total health system costs due to Phase I is a

complex technical task. We will work with CBO over the next few
months to further refine these estimates.

A. Total Health Spending

As shown below, the Phase I plan will increase total health
spending for the covered benefit package (hospitalization,
physician services, lab and X-ray, and prenatal, delivery, and
infant care) by $17.8 billion (in 1980 dollars and population)
or 0.7% of GNP.
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EXPENDITURES FOR COVERED SERVICES, CURRENT LAW AND UNDER NHP-PHASE I
(Fy 1980: AMOUNTS IN BILLIONS)

CURRENT NHP
LAW PHASE I CHANGE
TOTAL SYSTEM SPENDING* $148.0 $166.3 $18.3
45.0 63.2 +18.2
FEDERAL
42.6 48.7 + 6.1
EMPLOYER
52.0 48.0 - 4.0
INDIVIDUAL
8.4 6.4 - 2.0
STATE

*For NHP covered services

The net impact on total health spending during the 1980s, however,
will depend upon total system savings from hospital cost containment,
reimbursement reforms for physicians and other health care providers,
and other health system reform measures included in the Phase I plan
or other Administration initiatives. Reductions from cost controls
and system reform incentives are estimated to more than offset the
expanded utilization and expenditures generated by the Phase I plan
after the third year of operation. Even with the expansion to the
fully implemented universal, comprehensive plan, total health spending
1s expected to be lower than it would be under the current system.

B. Federal Budget

The net effect on the federal budget of the Phase I plan will be
$18.2 billion (FY 1980 dollars and population). Federal tax revenues
are used to:




Improve major medical protection for the
aged and disabled

Subsidize coverage for the poor and
near-poor

Provide financial protection for selected
low-wage and/or high-risk workers and
unemployed persons; and

Guarantee access to adequate prenatal,

delivery, and infant care to non-employed
families

1. Aged and Disabled -- $3.9 billion

Coverage for the aged and disabled is improved in two major respects:

o0 A ceiling on cost sharing of $1250 per person
is imposed, and the limits on covered hospital
days are removed -- Net cost $1.8 billion

All aged below 55% of poverty are fully
subsidized, and spend-down protection is
provided for all aged with incomes above
this level -- Net cost $2.1 billion

2. Low-Income (Non-Aged) -- $10.7 billion

All cash assistance recipients and person below 55% of poverty
receive fully subsidized care. Others above this income may
"spend-down" and receive coverage. Major costs for this group
are allocated as follows:

o Improved coverage for current cash assistance
recipients (primarily an upgrade in physician
fees under the Medicaid program) — $1.4 billion

Expansion of coverage to all below 55% of poverty
—— $5.5 billion

Spend-down coverage -- $3.8 billion
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3. Employed -- $1.6 billion

Federal revenues are used to subsidize care for selected low
wage and/or high risk workers:

o An Earned Income Tax Credit provides relief
from additional mandated premiums for low
wage workers —— Net cost $0.9 billion

Any firms may purchase HealthCare at a
subsidized premium if their costs for the
mandated benefit would otherwise exceed

5% of payroll (a comparable subsidy will
on the experience of individuals and firms
be provided if they buy private). Federal
general revenues are used to subsidize the
difference between premium payments and
benefit payments —— Net Cost $0.7 billion

4. Others — $0.5 billion

-- Financial protection and access to prenatal, delivery,
and infant care services are guaranteed for the non—employed

through the purchase of HealthCare coverage:

o Such individuals may purchase a $2500 deductible
plan covering hospitalization, physician services,
lab, X-ray -- by paying a premium set at the
average community rate equivalent to the average
cost for individuals and firms with fewer than
50 employees. Federal general revenues are used
to subsidize the difference between premium payments
and benefit payments (premiums cover 75% of benefit
costs) — Net Cost $0.3 billion.

Non-employed families may also enroll once a
year for comprehensive prenatal, delivery, and
infant care up to age 1 by paying a premium set
at one-fourth the cost of this coverage for
employed families. Federal general revenues
are used to subsidize the difference between
premium payments and benefit payments -— Net
Cost $0.2 billion.
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5. Administrative Expenses —— $2.1 billion

The additional federal administrative costs are $2.1 billion. The
greatest proportion of this increased cost is for intake and
eligibility determination of the approximately 15.7 million newly
covered persons (1.2 million aged, 10.5 million fully subsidized
low-income non-aged, and 4 million spend-down into fully subsidized
coverage).

6. Tax Effects — $ -0.6 billion

The Phase I will also affect the federal budget indirectly through
its impact on federal tax receipts. There are three important
effects:

0 Out-of-pocket payments will be reduced, and
itemized deductions under the personal income
tax will be lowered. This will increase federal
tax payments, and reduce the net deficit to be
financed. Net Cost -- $ -0.5 billion.

The personal income tax provisions for health
insurance premiums and medical expenses will

be changed. A deduction will be provided only
to the extent that premium and medical expenses
exceed 10 percent of adjusted gross income
(rather than 3 percent as in current law).

This will increase federal tax payments, and
reduce the net deficit to be financed.

Net Cost == $ =1.3 billion.

Employers will be required to spend $6.1 billion

more under the employer guarantee plan than

they would under current law. To the extent

that employers substitute these premium payments

for wage payments, taxable income of employees

will be reduced (or, in practice, increased less

than they otherwise would have increased). This

will reduce federal tax payments, and increase

the net deficit to be financed. Net Cost -- $1.2 billion.
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C. Other Financial Flows

Some provisions of the Phase I plan will increase both federal
receipts and expenditures, with no net effect on the deficit.
These include:

o A voluntary reinsurance plan will be provided
to any insurance company, health maintenance
organization or other organized delivery
setting, or employer choosing to self-insure
employees. This reinsurance plan will be
self-financing through the assessment of
premiums sufficient to cover expenses.

It is estimated that premium payments of
$0.3 billion will be made to the plan.

Individuals and employers may purchase

HealthCare coverage by paying a premium

set at the community-rated premium for

individuals and firms with fewer than 50
employees. Premium payments which will

go to cover benefit payments will be $0.9 billion.

In total, these provisions will increase both federal outlays

and federal receipts by $1.2 billion, with no net effect on the
federal budget deficit.

D. Impact on Employers and the Economy

The Phase I plan takes care to minimize the impact on employers

to avoid any serious economic effects on employment or inflation.
The net increase in employer premiums, over and above current
health insurance premium payments is expected to be $6.1 billion
(in 1980 dollars). If the plan were implemented immediately

upon enactment, it might be expected to cause a one-time increase
in the CPI of 0.2 percentage points (assuming all new employer
costs were reflected in higher prices) and result in the loss of
about 50,000 jobs. However, no changes in employment-based insurance
are proposed until FY 1983. This should provide time for employers
to make adjustment in their wage and fringe benefit packages to
accommodate the standards set by the plan and, as a result, cause
only inconsequential employment and inflation effects.
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Also, in order to ameliorate any adverse impact on selected firms,
subsidies are provided to small firms and to firms with unusually
high premiums as a percent of payroll (either because workers

have low wages or are high risks). Any firm with premiums exceeding
5 percent of payroll will be eligible for a subsidy to purchase
HealthCare coverage or comparable coverage from a private insurance
firm.

RELATION OF PHASE I TO A FULLY IMPLEMENTED NATIONAL HEALTH PLAN

Phase I is structured so that it can easily be converted into a
universal, comprehensive plan.

o For the aged and the disabled, cost-sharing could
be reduced further and a drug benefit added.

For the poor, the low income standard could be
raised from 55 percent of the poverty line to the
poverty line itself, increasing the number of low
income Americans who receive fully-subsidized
comprehensive coverage.

For the employed, the employer guarantee could be
extended beyond full-time workers to part-time workers.
Cost=sharing could be reduced and deductibles
eliminated, converting catastrophic coverage to
comprehensive coverage.

For the non-aged, non-poor, non-employed, comprehensive
coverage could be required, but there could be
subsidized premium costs and cost-sharing for the

near poor.

For all mothers and children, the prenatal, delivery
and infant benefit could be extended through the
child's sixth year without patient-cost sharing.

The fully implemented National Health Plan would also meet a
fundamental requirement: Total health system costs under the
fully implemented plan, with both dramatically expanded coverage
and effective cost containment, would be less than the present
health system with its inadequate coverage and without effective
cost containment.

This will result in the achievement of one of President Carter's
fundamental goals. The costs of vitally needed health care
benefits for those lacking adequate health insurance must, to
the greatest extent possible, be offset by savings from cost
containment in the inflationary health care industry.
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NATIONAL HEALTH PLAN:
THE BASIC APPROACH

Describes Ultimate Goal: Universal and
Comprehensive Plan that —

® Provides Basic Health Care to All Americans

® Systematically Contains Health Cost Inflation

Proposes Phase | Legislation that:

® Lays Foundation for Long-Term Plan

® Improves Coverage for Those Most in Need: Poor, Aged
and Disabled

® Provides All Americans with Protection against Cost of
Major lliness

® Initiates Key Cost Containment and Other Health System
Reforms




NATIONAL HEALTH PLAN:
PROBLEMS WITH THE CURRENT SYSTEM

Inadequate Coverage
® 18 Million Americans with No Health Insurance

® 19 Million Americans with Inadequate Basic Health Insurance
(Hospital, Physician and Diagnostic Services)

® An Additonal 46 Million Americans with Inadequate Catastrophic Health
Insurance

Escalating Costs

® Health Costs Are 9.1 Percent of GNP ($206 Billion), Federal Health Costs
12.7 Percent of the Federal Budget ($62 Billion) — and Rising Steeply

® Total Health Costs Will Jump to $368 Billion in 1984 without Hospital
Cost Containment

Other Health System Failures
® Lack of Competition: Only 4 Percent of Population in HMOs
® Insufficient Emphasis on Prevention: Often Not Covered by Insurance

® 51 Million Live in Underserved Areas




PHASE I: GOALS

Expand Coverage to Achieve —
Universality In:

® CATASTROPHIC PROTECTION: $2500 Limit on Out-of-Pocket Expenses for Major
lliness Available to All Americans

® PREVENTION SERVICES: Prenatal, Delivery and 1st Year Services Available for
All Mothers and Children without Cost Sharing

Equity:
Expanded Comprehensive Coverage for Aged, Disabled, Poor and Near Poor

Hold Down Costs

® Hospital Cost Containment
® Physician Reimbursement Reforms
® Limits on Capital Expenditures

Reform the Health Care System
® Enhance Competition among Insurers, Physicians, Suppliers
® Provide Care in Underserved Areas
® Improve Management of Public Programs

Major Step Toward Universal,
Comprehensive National Health Plan




PHASE I: STRUCTURE

HealthCare

— The Umbrella Federal Insurance Program for Aged,
Disabled, Poor, Near Poor, Small and High Risk Businesses
and Others Not Served by Private Insurance

Employer Guarantee

— All Employers Must Provide Insurance against Major
Medical Expenses for Full-Time Workers (25 Hours Per
Week, 10 Weeks) and Their Families

System Reforms

— Capital Controls, HMOs, Competition, Reimbursement
Reform, Voluntary Reinsurance Fund




PHASE I:
BENEFITS FOR THE AGED AND DISABLED

Improve Coverage for All 24 Million Non-Poor Aged and
Disabled

® Limit Cost-Sharing to $1250 Per Person ($2500 Per Couple)

® Physicians Can only Charge Publicly Set Fee — Aged and
Disabled Won’t Face Extra Bills

® Remove Limit on Fully Subsidized Hospital Days
® Ambulatory Mental Health Coverage Increased from $500
to $1000 Annually

Provide Fully Subsidized Care for an Additional 1.2 Million
Poor Aged and Disabled

® A Total of 5.2 Million Poor Aged and Disabled Will Be
Covered under HealthCare




PHASE I:
BENEFITS FOR THE POOR AND THE NEAR POOR

Provide Fully Subsidized Coverage for an Additional 14.5
Million Poor

® Those under 55 Percent of Poverty Standard not Covered
by Medicaid Now: 10.5 Million

® Those Who “Spend-Down’’ to 55 Percent of Poverty: 4 Million

Improve Care for 30.2 Million Covered Poor — Including
15.7 Million Currently on Medicaid

® Unlimited Hospital and Physician Services

® Complete Coverage for Prenatal, Delivery and 1st Year
of Care

® Physician Participation Increased




PHASE I:
BENEFITS FOR THE FULL-TIME EMPLOYED

Mandate Coverage of 156 Million Full-Time Employees and
Families under Private Group Plans

Essential Improvements for Workers and Their Families
® Limits Out-of-Pocket Expenses to $2500
® Mandates Prenatal, Delivery, and 1st Year Care with No Patient Cost-Sharing

® Mandates Other Important Standards: e.g.,

— Basic Benefit Package (Hospital, Physician, Lab and X-Ray, Preventive and Mental
Health Services) and Full Coverage After $2500

— 90-Day Insurance after Termination of Employment
— No Exclusion of Pre-Existing Conditions

Requires Employer to Pay at Least 75 Percent of Premium
Provides Subsidies for Low-Income Workers and Small Employers

Resuit

Catastrophic Coverage for 56 Million with Inadequate Protection

Better Basic Coverage for These and Tens of Millions More




PHASE I:
BENEFITS FOR OTHERS

Makes HealthCare Available for Those Non-Aged,
Non-Poor, Non-Employed Who Often Cannot Obtain
Individual Insurance

® Can Buy HealthCare Catastrophic Plan:
$2500 Deductible

® Prenatal, Delivery, and Infant Care with
No Patient Cost Sharing

® Can Spend-Down into Comprehensive
Full Subsidy Plan




PHASE I
BENEFITS SUMMARIZED

Phase | Coverage Improvement Over Present

Aged/

Disabled 24 Million Non-Poor Get Limit on — New Catastrophic Protection for
Cost Sharing 24 Million Non-Poor

5 Million Poor Aged Receive Full — Additional 1.2 Million Poor Aged
Subsidy Coverage Get Full Subsidy Coverage

Low-income 37 Million Receive Full Subsidy — 14.5 Million Additional Poor Get Full
Coverage or Eligible for Spend-Down Subsidy Protection

Employed 156 Million Covered through Employer — 56 Million Get New, Adequate Catas-
Mandate trophic Protection

— 10s of Millions Get Improved Basic
Coverage

9 Million (7.5 Million Already Self Insure) — 1.5 Million Hard to Insure Have Major
— 1.5 Million Can Buy HealthCare Medical Protection Available
Catastrophic

U.S.

Population -
(1980) 231 Million Total Reaches All Americans




PHASE I:
HEALTHCARE

Establishes a New Consolidated Federal Insurance Program

® Continues and Improves Coverage for the Aged and Disabled
® Expanded Coverage for the Poor/Near Poor

® Makes Insurance Available to Other Individuals and Small Firms on an
Optional Basis

® Consolidates Administration of Medicare/Medicaid with Major Expansion
of Private Sector Role —Especially in Billing and Collection

Impact

® Makes Protection against Cost of Major lliness Universal

® Uniformity in Eligibility, Benefits, and Reimbursement for Poor

® Increased Program Accountability

® Efficiency and Economy of Operation: Reduction of Fraud, Abuse and Error




PHASE I:
THE ROLE FOR PRIVATE INSURANCE

® Continue Underwriting and Marketing Private
Coverage to Employed Groups and Individuals

® Expand Private Group Coverage of 56 Million
Employees and Their Families

® Compete for Claims Processing under HealthCare




PHASE I:
STATE ROLE AND FISCAL RELIEF

Under Phase | State Governments Will:

® Share with the Federal Government the Cost of Providing
HealthCare Coverage for Low Income Eligibles

® Determine HealthCare Low Income Eligibility for
— AFDC Recipients (Mandatory)

— Newly-Eligible Poor (Optional under Performance Contracts)

® Continue Traditional State Activities in Certification and
Licensure of Health Personnel and Facilities, and in
Regulation of Private Health Insurance

Phase | Will Provide: About $2 Billion in Fiscal Relief
to States and Localities in Initial Years




PHASE I:
PAYMENT TO PROVIDERS

HealthCare

® Hospitals Will Be Reimbursed under the Administration’s Hospital
Cost Containment Program

® Physicians Will Be Paid According to a Schedule Based on Average
Medicare Fees in Area; Physicians Cannot Charge Extra

Employer Mandate Plans

® Hospitals Will Be Reimbursed under the Administration’s Hospital
Cost Containment Program

® The Names of Physicians Who Agree to HealthCare Fee Schedule
Will Be Published for Consumer Use




PHASE I:
SYSTEM REFORM

Elements in the Plan

® Preventive Services for Pregnant Women and Young Children
— Shift Emphasis from Curing to Caring

® Enhance Competition
— Incentives for HMO Enroliment
— Greater Consumer Choice

® Capital Expenditure Limits
— Reduce Excess Hospital Capacity and Curb Proliferation of Equipment

® Voluntary Reinsurance Fund

Elements in Other Administration Initiatives

® Increase Technology Assessment and PSRO Review
— Ensure Effectiveness and Productivity

® Redirect Manpower Incentives
— Improve Geographical and Specialty Distribution

® Provide Access to Care in Underserved Areas

® Mental Health and Health Education Programs
— Avoid lliness: Promote Appropriate Use of Care




PHASE I:
NET NEW COSTS (1980 Population and Dollars)

Federal Employer

Aged and Disabled $3.9 Billion

® Improved Catastrophic (1.8)
® Improved Subsidy for Poor and Near Poor (2.1)

Low Income (Non-Aged)
® Full Coverage (6.9)
® Spend Down Protection (3.8)

Employed
® Employer Guarantee $6.1 Billion
® Low Income Worker Premium Subsidy

® Employer Premium Subsidy
(For Mandated Coverage)

All Others

® HealthCare Buy-In
® Prevention

Administration 2.1
Tax Effects —0.6

Total $18.2 Billion $6.1 Billion




THE NATIONAL HEALTH PLAN:
STEPS BEYOND PHASE |

Aged/Disabled

® Reduce Cost-Sharing from $2500 to $1500 for Non-Poor Family ($750 Per Person)
® Add Drug Benefit

Poor

® Raise Low-Income Standard from 55% to 100% of Poverty Line
® Increase Poor Receiving Full-Subsidy Coverage from 30 Million to 37 Million

Employed

® Include Part-Time Employed, Increasing Workers and Their Family Members
Covered by Employer Guarantee from 156 Million to 160 Million

® Provide Comprehensive Coverage with 25% Coinsurance and Maximum
Cost Sharing of $1500 Per Family

All Others

® Require All to Purchase Comprehensive Coverage
® Subsidized Premiums and Cost-Sharing for Near Poor

Results: — Universal, Comprehensive Plan

— Total Costs Less Than Growth of Present System
Due to Cost Containment




Legislators and Staff Concerned about Welfare Reform

Dlans Scully _IO|0MA.

Yet Another Resurrection of "Reform"

June 28, 1978

No sooner do I get out a memo telling you that
welfare reform is off the agenda for the 95th
Congress, when a new proposal appears before that
august body.

Enclosed for your information, review and comment,
is a description of the "State and Local Welfare
Reform and Fiscal. Relief Act of 1978", which has
been introduced by Senators Moynihan, Cranston.
and Long.

What do you think????

Happy 4th of July.
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'STATEMENT BY SEN#TOR DANIEL PATRICK MOYNIHAN (D., N.Y.)
STATE AND LOCAL WELFAPE REFORM

AND FISCAL RELIEF ACT OF 1978

‘An opportunity is at hand for the 95th-Cpn§ress to take a
‘long step toward the constructive revision of the American welf~ye

system. The bill that Senators Cranston, Long and I are introducing
is based on three simple concepts:

. —— Welfare is a national responsibility, and the national
government should bear the primary burden of paying for it. The
states should have the ability to design and administer appropriate
programs and should retain a limited financial involverent. But
as promised in the 1976 plei.form of the Democratic Party —— "local
governments should no longer be required to bear the burden of
welfare costs."” It is inappropriate to devote local t&: revenues,
particularly those derived from property taxes, to such national -

_social purposes as public assistance. : ' v

—— Inasmuch as having a job is far preferable, from practically
every standpoint, to being on welfare, strong incentives should ;
be provided to employers to hire persons who are =-—. Or would otherwise
be -- on welfare. Such incentives to private employers add to the
various public service jobs programs already in place. :

—-— People who are willing and able to work, but who have very
low earnings, should receive supplements through the federal income
tax system. 5 : :

' Qur proposal embodies these ideas. in a measure that we expect
the Senate to be able to consider and adopt this year. It is
uncomplicated and it is direct. It draws heavily on important
principles found in the major welfare reform bills previously intro-
duced in the 95th Congress, notapbly including the Baker-Bellmon-
Ribicoff-Danforth proposal.’ Our bill is similar to theirs in its
gmphasis on incentives for private employers of welfare recipients,
its exjpanded Earned Income Tax Credit, and its setting 65 percent
of the national poverty line as an appropriate target for welfare
benefit levels in states presently below that line. Our proposal
also owes much to the impetus given welfare reform by President

Carter's earlier cbmprehensive proposal, by Chairman Al Ullman s
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proposal, and by the fine work of Congressman James C. Corman and
his special welfare reform subcommittece. Although it appears
impossible to reach agreement this year on such sweeping changes

in the present welfare system, we are assured by the Senate Majority
Leader that there is time on the Senate calendar to allow full
consideration of a measure of the magnitude we propose.

This is a fiscally responsible bill. Its total cost -— less -
than $5 billion per annum when fully implemented —- is below that
originally estimated by the President for the Administration's
bill, and just one-fifth of the cost of the measure reported by
the House special subcommittee.

-

Yet the ' fiscal relief it would bring to state and local govern-
ments across the nation is very substantial. 1In New York, for
example, all the counties (and New York City) would be entirely
relieved of their share of A.F.D.C. payments. If the local govern-
ment chose to6 pass this relief through to taxpayers, it could do
so in the form of reduced property taxes. In fact, most county
property taxes could be cut by 10 tu 20 percent. Alternatively,
the county might choose to accelerate its debt sexvice payments, to
maintain and improve its physical plant and infrastructure, or to
provide other needed services to its citizens. '

This bill is in the liberal tradition. It would allow significant
improvement in welfare benefits in states where they are presently
low. 1In every state, it would allow benefit levels to keep pace
with the rising cost of living. This is particularly important in f
New York City where the benefits “freeze" occasioned by the city's 1
severe fiscal problems has resulteu in a 28 percent decline in the
purchasing power of an A.F.D.C. recipient's grant during the past four |
years. g . . ’ g . e
T would ask persons concerned, as I have been, with the welfare
of welfare recipients to consider that in New York State these
past four years, for the first time in our history, our provision
for the poor has been cut. Inflation has cut payments —- py one
quarter -- just as surely as the most punitive administrative or
legislative measures might have done. Stalemate on welfare reform

has punished the poor. L

The employment provisions are also higl:ly significant. ‘The
tax credit for employers of welfare recipients (and disabled S5.5.X.
*recipients) provides a powerful incentive for the creation of jobs -
that will ena.le hundreds of thousands of persons to be employed and
earn their own livings. There are protections built into the law
to ensure that these are additional jobs and do not displace otherx
workers. ) T - ; : : :

For low-income wage earners, the expanded Earned Income Tax
Credit will provide an income su, plement of up to $600 per family.
This form of assistance is refundable, which means it is available
even to those with limited tax liability, and it would be reflected

{more)r
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Moreover, it would provide at

in each week's or month's paycheck.
least some help to families with incomes up to $12,000.

Welfare reform is not dead in the 95th Congress. It is alive
and well in the United States Senate. We expect this bill to
provide the necessary catalyst to action. We are ready to move.

-30-




STATE AND LOCAL WELFARE REFORM AND FISCAL RELIEF ACT OF 1978

Fact Sheet

The proposal has three major elements:
1. Fiscal relief for States and localities with:

incentives for improvement in the administration
of welfare programs

incentives for States to place employable welfare
recipients in jobs

replacement of local funds for welfare payments by
Federal funds, in those States where there is a local
share

additional funding if low-benefit States raise
payment levels : .

additional funding to assist States in raising
payment levels as the cost of living rises

additional funding when unemployment in a State
rises -to unusually high levels

2. Incentives for employers to hire welfare recipients:

-- a tax credit for an emplo'er for each welfare
rec1p1ent hired, with a maximum credit of $3,000
in the first year, $2,000 in the second yea>, and
$1,500 in the third year

the credit would be available to all employers,
including nonproflt organizations and individuals
not engaged in a trade or business

3. Additional funds for low-income workers with families
via increases .in the earned income tax credit

A more detailed description'is provided below.

1. Fiscal Relief

Under present law, States are entitled to Federal
matching of from 50 percent to 83 percent for Aid to Families
with Dependent Children (AFDC), depending on State per capita
income. Generally, 50 percent Federal funds are avallable for
admlnlstratlve costs.




Under the proposal, the prescnt matching provisions would
be replaced by a block grant approach, effective October 1,
1979. The block grant for the first fiscal year (i.e. fisca}
year 1980) would egual the Federal share of welfare payments
plus administrative costs under present law for the 12-month
base period July, 1977 through June, 1978 plus one-half of the
matchable State and local share for this same period. (Thus
for a State now receiving 50 percent Federal matching, the
block grant would be 75 percent of total costs during the
base period.)

In States where localities p:.y part of ‘AFDC costs, the
savings would have to be passed through to them (but would
not exceed 100 percent of their base period shar).

After fiscal year 1980, the block grant amount would
be adjusted at the beginning of each fiscal year by i.=2
increase or decrease in the population of the State.

In addition, a State's block grant amount would be
adjusted by the increase in the consumer price index over the
preceding year to enable the State to maintain the purchasing
power of welfare benefits for recipients. 4

For most States, when insured unemployment in a State
rises above 6 percent, the block grant would be increased.

If the average rate of insured unemployment during the base
period in a State is higher than 6 percent, the increases

in the block grant would be related to the increase in insured
unemployment above the rate in the base period. (Insured
unemployment, which measures the number of persons receiving
unemployment benefits as a percentage of all insured workers,
is generally about 2 percentage points below total estimated
unemployment.) .

In some States, the AFDC payment to a family with no other
income when combined with the value of food stamps adds up to
less than 65 percent of the 1977 national poverty level (in
round numbers, 65 percent of the poverty level for a family
of four was about $4,000 in 1977). In those States, the
block grant would be increased if payment levels are increased.

Any savings achieved by the State by placing welfare recipients
in jobs or by reducing the number of ineligible recipients and overpayments
would be retained 100 percent by the State since the block grant
would not be reduced. :

(It is assumed that the Congress will enact $400 million
in interim fiscal relief in fiscal year 1979 along the lines
of the Finance Committee provisions included in H.R. 7200.)




Welfare Recipient Employment Tax Credit

present law, an employer engaged in a trade or
business is eligible for a tax credit if he hires a person,
wito has been receiving ATNC at least 90 days.to work on 2
substantially full-time basiz. Present law requires that the
AFDC recipient not have displaced any other individual from
employment. The credit is egual to 20 percent of the wages
during the first 12 months of employment, with a maximum
credit of $1,000.

Under the proposal, the credit would be:

-- 50 percent for the first 12 months of employment
(with a maximum credit of $3,000)

- 33 1/3 percent for the second 12 months (maximum
credit, $2,000)

-= 25 percent for the third 12 months of employment
(maximum credit, $1,500)

The maximum credit would be increased as follows (approximately
as the Federal minimum wage rises):

First 12 mos. Second 12 mos. Third 12 mos.

1979 $3,000 $2,000 $1,500

1980 3,300 2,200 1,650

1981 and after 3,600 2,400 1,800

The credit would be available to employers hiring AFDC recipi-
ents as well as disabled recipients of Supplemental Security
Income (SSI). :

The credit would be available to all employers, not only
those engaged in a trade or business. Appropriations would
be authorized for payments in lieu of the credit to nonprofit
organizations that hire welfare recipients.

Increase in the Earned Income Tax Credit

Under present law, low-income workers with families are
eligible to receive an earned income tax credit. The credit
is equal to 10 percent of their earnings up to $4,000; the
$400 maximum credit is reduced 10 cents for every dollar by
which family income exceeds $4,000. The credit is refundable,
that is, it is paid to persons who pay no taxes or whose tax
liability is less than the amount of the credit. ]




Under the proposal, the credit would equal 10 percent
of earnings up to $6,000 irn 1979 (maximum credit $600),
$6,500 in 1980 ($650 maximum), and $7,000 in 1981 ($700
maximum). The maximum credit would be reduced 10 cents for
every dollar by which family income exceeds $6,000 in 1979,
$6,500 in 1980, and $7,000 in 1981. In effect the increases
in the maximum credit represent an adjustment of the existing
credit to changes in the Federal minimum wage.

Under present practice, an employee does not receive
the credit in his paycheck because the value of the credit is
not reflected in the withholding tables his employer uses.
Under the proposal, the employee would receive the wvalue
of the credit as part of his regqular paycheck.

ADDITIONAL INFORMATION

1. Cost of Aid to Families with Dependent Children

(in billions of dollars)

FY 1977 FY 1978(est) PY 1979(est)

Welfare payments:
Federal share $5.6 $5.8 $6.1

State and local g 5.1
share

——

Total 11.2

Administrative and other
costs:

Federal share

Stateland local
share

Total
Source: 1979 President's Budget, p. 448
2. Federal block grant total under bill in FY 1980: about

$8.4 billion (a probable net increase of about $2.2 billion
above present law)




States in which local jurisdictions pay wocre than 5 percent
of the cost of Aid to Families with Dependent Children:

California Moutana North Dakota
Colorado Neyw Jersey Wyoming
Indiana New York

Minnesota North Carolina

States whose AFDC payment to a family of 4 with no other
income in July, 1977 plus the value of food stamps was less
than $4,000:

Alabama Mississippi Texas
Georgia . South Carolina
Louisiana Tennecsee

If in the fifth year of the program the employer tax credit
reached a level of $1.5 billion, it would relate to an '
average of more than 600,000 jobs.

In 1978, an estimated 4.9 million families are eligible for
earned income tax credits totalling $0.9 billion. The pro-
posed increase in the credit would make an estimated 7.5
million families eligible in 1979 at a total program cost
of $2.0 billion (an increase-of $1.1 billion over 1978).
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Annual Meeting Activities
June 23, 1978

In my memo of June 10, I told you that I would get back to you
with room numbers for various sessions relating to aging issues
and business. The NCSL office in Denver has informed me that
we will all have to wait to find out room numbers at the Regis-—
tration Desk at the Annual Meeting or from the agendas that
will be handed out at the Annual Meeting. Most meetings will
be held in the Denver Hilton Hotel. The Registration Desk will
be located there.

The following is a reminder about the meetings which should be
of particular interest to the members of the Subcommittee on
Aging:

1. Meeting of the Human Resources Committee of the State/Federal
Assembly. (See enclosed agenda.) Please note that proposed
policy resolutionsfer-1978=79 will be considered by the full
Committee from 11:00-12:30 PM ont Wednesday, July 5. As I
stated previously;—it is important for at least some members
of the Subcommittee on Aging to be present to advocate for
those resolutions relating to aging.

Meeting of the NCSL State-Federal Assembly. The Assembly
will be held from 3:30 until late afternoon on Wednesday,
July 5. Policy resolutions adopted by the Committees, will
be voted on by the entire State-Federal Assembly.

Meeting of the NCSL Subcommittee on Aging. The Subcommittee
on Aging will meet from 2:30-5:00 PM on -Thursday, July 6.
The purpose of this business meeting will be to discuss
future activities of the Subcommittee.

Concurrent Session on Alternatives to Nursing Home Care.
The Concurrent Session on State-initiated alternatives to
nursing home care will be held from 1:45-3:30 PM on Friday,
July 7. Participating in the Session as faculty will be
Senator Jim Caldwell (Ark.), Senator Tarky Lombardi (N.Y.),

Delegate Mary Marshall (Va.), and Representative Gregory
Cusack (Iowa).




Annual Business Meeting. It is my understanding that any
policy resolution that has not been reviewed and voted on
by the State-Federal Assembly, must be submitted 48 hours
prior to the Annual Business Meeting, and may be offered
from the floor of this meeting. The Annual Business
Meeting will be held from 9:30-11:30 AM on Saturday, July 8.

If you have any questions about anything at all, please don't
hesitate to call me at 202/624-5410.




Office of 444

- : President
Natlonal State North Capitol Fred E. Anderson

Federal Street, N.W. President of the Se
Conferenee Relations 2Znd Floor C ‘ulﬁmti::n i

Of State ;;:;;niﬂi:llm. Dk Executive Director
Leg islatures 202/624-5400

Earl S. Mackey

Members of the NCSL Subcommittee on Aging
Diana Scully, Policy Analyst
Sessions during the Annual Meeting; submittal of policy resolutions

June 10, 1978

Meeting of The next meeting of the NCSL Subcommittee on Aging will

Subcommittee: be held- 0n1Thu:§§ay, July 6 in Denver, Colorado from
2:30-5:00 P.M. during the Annual Meeting (July 5-8).
The purpose of this business meeting will be to discuss
future activities of the Subcommittee. The session
will be held in the Hilton Hotel (room to be specified
at a later date).

Concurrent The concurrent session on state-initiated alternatives

Session: to nursing home care will be from 1:30-3:30 P.M. on
Friday, July 7. The place will be specified at a later
date. Participating in the session as faculty will be
Senator Jim Caldwell (Arkansas), Senator Tarky Lombardi
(New York), Delegate Mary Marshall (Virginia), and
Representative Gregory Cusack (Iowa).

Policy Members of the Subcommittee who wish to present policy

Resolutions: resolutions for consideration during the Annual Meeting,
should submit their ideas to me by no later than Friday,
June 23, so that I can draft them up in time for the
meeting. Feel free to submit your resolutions in writing
or via telephone. My number is (202) 624-5410.

All resolutions must be voted on during the Human
Resources Committee meeting to be held on Wednesday
afternoon, July 5, in the Denver Hilton. It is
important that at least some of the Subcommittee
members participate in this meeting, so that the
aging resolutions get a full hearing before the
full committee. I will inform you of the exact
time and place of this meeting in my next notice.

It is my understanding that any proposed resolution
that has not been reviewed and voted on by a State-
Federal Assembly Committee, must be submitted 48
hours prior to the Annual Business Meeting. This
will be held from 9:30 to 11:30 A.M. on Saturday,
July 8.




As you think about policy resolutions, please bear in
mind that the Subcommittee's activities for the coming
year will be defined in large part by these resolutions.
I have enclosed for your review the existing resolutions
related to aging.







HEALTH BULLETIN SUMMARY OF NURSING HOME WITHOUT WALLS LAW

(CHAPTER 895, NEW YORK STATE LAWS OF 1977)

Senator Tarky Lombardi, Jr., Chairman
New York State Senate Health Committee

Room 6812, Legislative Office Building
Albany, New York 12224

Chapter 895 of the Laws of 1977, "The Nursing Home Without Walls" Law, which became
effective April 1, 1978, authorizes the establishment of long term home health care
programs as an alternative to institutional care. This Law, which was three years in
development, was conceived as a means of providing long term care tailored to meet the
needs of the patient rather than the usual method of the patient meeting the requirements
of a program.

In addition, the occupancy rate in New York's nursing homes exceeds 96%, and in some
areas there are no nursing home beds for patients who could be discharged from much more
costly acute care beds.

In 1976 long term care in New York State took one-third of the Medicaid budget while
in 1967 the same care consumed 12% of the Medicaid budget. As a result of the increasing
elderly population it is expected that the portion of the health care dollar devoted to
long term care will continue to rise.

Rather than meet the increasing demand for long term care through construction of
more nursing homes, thus paying for bricks and mortar, available funds should be more
appropriately used to provide patient care. Social as well as fiscal reasons dictate
that we develop alternative, non-institutional methods of providing long term care.
Although a nursing home is now authorized to care for a certain number of patients
within a facility, there is no reason that same nursing home could not also provide the
same level of care to people in their own homes. The nursing home would manage the
patient's case but the patient would not physically reside in the facility.

The "Nursing Home Without Walls'" program has three key elements: 1) the selection
of the provider; 2) the financing mechanism; and 3) the selection and management of
the patient.

SELECTION OF PROVIDERS

Long term home health care may be provided by certified home health agencies and
by public or voluntary non-profit residential health care facilities and hospitals which
have received the authorization of the State Health Commissioner. The Commissioner's
determination is made on applications submitted by potential providers after considering
the recommendations of the appropriate Health Systems Agency and the State Hospital
Review and Planning Council. In approving an application, the number of patients for
which a program may provide care must be specified.

A detailed application is first submitted to the Commissioner, who forwards it to
the appropriate HSA and the State Council. The application must include a description
of the need for the proposed program, the geographical area to be covered, the estimated
number of patients, and projected common diagnoses of the caseload. Policies for
admission and discharge of patients from the program must also be described. Additional
information required includes the relationship of the proposed program to the organiza-
tional structure of the parent facility; arrangements for coordination of services with
other providers; arrangements to ensure the availability of 24-hour-per-day, 7-days-per-
week professional assistance; provision of emergency care; availability of additional
community support; anticipated staffing requirements; mechanisms to assure the provision
of quality care; long range operational plans; available financial resources and the
general financial stability of the applicant; and the adequacy of procedures for patient
identification and entry into the program.

A provider of '"nursing home without walls" care must make available, either directly
or through contract arrangements, the following services: Nursing; home health aides;
physical, occupational, respiratory, and speech therapy; audiology; medical social work;
nutritional services; personal care, homemaker and housekeeper services; and medical
supplies, equipment and appliances. Nursing, home health aide, personal care, and home-
maker services must be available 24 hours per day, 7 days per week.

(over)




The "nursing home without walls" program is to be a distinct part of an agency or
facility with a full time director. Each provider must have a physician advisory
committee with the responsibility of developing and approving standard medical regimens
and policies. A professional advisory committee, comprised of the agency administrator,
a practicing physician, a representative of the community, a consumer representative,
and a representative of the nursing and other professional staffs, is to be responsible
for reviewing policies on the delivery of care; developing agreements with other facilities
in the area for the acceptance of patients referred for long term home health care; review-
ing the quality of services; and advising the program on any needed or unneeded services.

FINANCING MECHANISM

Payment for '"nursing home without walls" care will be made under the Medicaid program.
A county social services department will develop an individualized monthly budget to pay
for the services deemed necessary for each patient. The monthly budget is limited to 75%
of the average monthly SNF or HRF rate, as appropriate for the level of care required by
the patient, in the county in which he resides. If the patient does not use the total
amount available to him, the balance accrues to him as a '"paper credit' and can be used
at a later date to provide additional care if required.

For example, if the average skilled nursing facility rate in a county is $1200
per month, up to $900 per month is available for a "nursing home without walls' patient.
If the patient requires health services costing $600, the $300 balance accrues to his
account, and can be used at a later date if the patient's needs become more costly.

The State Department of Social Services, in an administrative letter to the counties,
has indicated flexibility so that if a patient's costs exceed his allocation for a
temporary period, the patient may remain in the program. The county department of social
services will review the budget monthly.

Currently, Medicaid reimbursement for home health care is available only for nursing
and home health aide services, occupational, speech and physical therapy, and medical
supplies and equipment. The "nursing home without walls'" program will include reimburse-
ment for a wider range of services needed to keep patients at home, including respiratory
therapy; psychological counseling; nutrition services; structural improvements; respite
care; and home maintenance services. Often the availability of these additional services
is key in preventing premature institutionalization of the elderly.

SELECTION AND MANAGEMENT OF PATIENTS

Medicaid eligible persons who have been assessed as needing care normally provided
in either a skilled nursing facility or a health related facility are eligible to receive
"nursing home without walls" care. This care may be provided in the person's own home
or in the home of a responsible relative or other responsible adult.

To be accepted into the "nursing home without walls'" program the following steps
will be taken:

(1) The client, or someone on his behalf, indicates that he believes SNF or HRF
care is needed.

(2) A medical assessment in either the person's home or in a facility in which the
person is a patient must be completed.

(3) If the client is assessed as needing either skilled nursing or health related
care, and a long term home health care program exists in the county in which he resides,
the local social services department must inform him of its availability.

(4) The patient, or his representative, must indicate whether he is interested in
receiving care at home.

(5) If the patient desires '"nursing home without walls'" care, and if his physician
has indicated that home care can appropriately meet his needs, a comprehensive home
assessment will be performed. The appropriateness of the home environment in relation
to care the patient requires would be determined as well as the feasibility of delivering
that care at home. This assessment forms the basis for a plan of care tailor-made to the
individual patient's needs. The assessment team includes the patient's physician, the
provider of "nursing home without walls" care, and the county social services department.
If the patient is referred from a hospital or nursing home, the facility's discharge planner
also participates. If the physician determines that the patient's health and safety needs
cannot be met at home, the patient would be deemed inappropriate for "nursing home without
walls'" care.




(6) A coordinated plan of care is developed through the cooperation of the
assessment team.

(7) The physician must give final approval to the plan of care, specifying kinds
and amount of services required. The plan is then submitted to the county social
services department for a budget review to determine whether the total cost of the
program is less than 75% of the monthly average SNF or HRF rate, as appropriate.

(8) The provision of care begins.

Both the long term home health care provider and the local department of social
services will play important roles in managing each case. The local social services
department will provide case management services, including Medicaid eligibility
determinations; participating in the comprehensive assessment; preparing the monthly
budget, including maintenance of the '"paper credit'; arranging for the delivery of
supportiva services required in the plan of care; and arranging for the continuation
of services, provision of additional services, or provision of alternative services if
necessary.

The long term home health care provider will have responsibility for cooperating
with the assessment, particularly from a medical, nursing and rehabilitative focus;
development of the plan of care; implementation and evaluation of the plan of health
care; assuring that medical orders are followed; and supervision of health services.

The comprehensive assessment will be repeated at 4-month intervals, or more often
if the patient's needs require. The reassessment is to include a total reevaluation
of the current medical, social, environmental and rehabilitative needs of the patient.

The same Law also establishes a State Council on Home Care Services to advise the
Governor and the Commissioners of those departments involved with the welfare of the
elderly as well as the social and physical needs of our citizens. This Council, which
will meet at least quarterly, will concern itself with the review and coordination of
efforts regarding the development of home care services and is to make appropriate
recommendations to the Governor and the Legislature. The Governor may also prescribe
other functions for the 25-member Council which serves on a voluntary basis. Members
shall include Commissioners of relevant state departments, the Chairman of the State
Hospital Review and Planning Council, plus 17 members who are deliverers of home care
service and representatives of the public, to be appointed by the Governor with the
consent of the Senate. Each Health Systems Agency is to be represented. Appointments
to the Council are now being made and it is expected that during the summer of 1978 the
Council will be in full operation.

The Commissioner of Health is authorized to inspect certified home health agencies
and providers of long term home health care programs with respect to equipment, personnel,
standards of service and care, accounts and financial resources. In addition, any organi-
zation which provides or makes available home care services must annually submit a descrip-
tion of its operation to the Commissioner. This will be public information so that all
citizens may be aware of available services.

Prior to April 1, 1978, the effective date of this Law, the New York State Depart-
ment of Health had received over 120 letters from agencies and facilities interested in
becoming '"'nursing home without walls" providers. By early June, 14 formal applications
were received, and on June 15, 1978 the first application was acted upon favorably by
the State Hospital Review and Planning Council.

The Department of Social Services has applied to the U. S. Department of Health,
Education and Welfare for waivers necessary to fully implement this program. The
Department of Social Services has estimated that in its first year of operation, the
"nursing home without walls" program would result in savings of $11.8M over what would
have to be spent to care for the same patients in residential health care facilities.

These estimates are based on a projection of 2,000 "nursing home without walls' patients
by March 31, 1979.

The Departments of Health and Social Services, as well as the appropriate legislative
committees will carefully monitor the implementation of this law to assure that appropriate
quality care is delivered through this new program which is the first of its kind in the
nation.

6/19/78




I-EALTH BULLETIN CATASTROPHIC HEALTH CARE

EXPENSE PROGRAM - S.9428 and S.10288

Senator Tarky Lombardi, Jr., Chairman
New York State Senate Health Committee

Room 612, Legislative Office Building
Albany, New York 12224

The New York State Senate has recently passed my major legislation designed
to aid State residents burdened by catastrophic health care expenses. I fully
expect the State Assembly to act favorably on these bills when it reconvenes later
this summer. Since the Governor has given his full support to this legislation, I
feel confident he will sign it into law. Under this proposal a family would not
have to impoverish itself in order to obtain assistance in meeting medical expenses
beyond the family's ability to pay.

Currently those families above the poverty level are generally not eligible for
assistance in meeting the costs of needed health care services, regardless of the
severity of their medical needs. In order to become eligible for financial assistance
families are forced to meet rigid income and resource requirements which often alter
family life to such an extent that the wage earner leaves employment in order to re-
ceive a public assistance grant and medical assistance. Under our new program, family
members could receive assistance and continue as productive working members of society.

This program would be limited to selected social services districts to assure its
effectiveness before going state-wide.

This legislation would not replace Medicaid but would provide coverage to eligible
citizens after available insurance benefits were exhausted. Eligible health care
services would be the same as those currently covered under Medicaid, with the exception
of care in residential health care facilities, which would continue to be covered under
the existing program.

All families that incure costs for medical services in excess of an amount that
a family could reasonably be expected to pay would be included. There would be no
limitation on age, income, or assets. Assistance would be available to anyone having
catastrophic health care expenses. In order that a family is not required to use
all its available assets prior to becoming eligible for assistance, the program
contains no asset limitations so that savings would not have to be depleted, life insurance
policies could remain in effect, and property would not have to be sold in order to
be eligible for assistance. Because of the requirement for patient participation, the
family is encouraged to be a "prudent buyer" of services.

Eligibility for assistance in meeting the costs of medical care would be related
solely to family income and health care expenses. A family would be determined to
have incurred catastrophic health care expenses when, in a calendar year, these
expenses exceeded 50 percent of the difference between the available family income
during that year and the basic public assistance grant. At this point, "cost sharing"
would begin and the family would be eligible for full or partial reimbursement on
health care expenses it incurs after reaching that threshold. Eligible families
would be able to apply to local social services districts for interim authorization
to be hilled for services provided at the rate established for Medicaid services.

As medical expenses increase, a family will be unable to share in the costs of
its needed medical services. Therefore, a family would be eligible for full medical
benefits when its health care expenditures during a calendar year exceed 75 percent
of the difference between available family income and the basic public assistance
grant level. When health care expenditures have reached this level, the family
would receive authorization for full medical benefits for the balance of the calendar
year, without cost sharing, on a vendor payment basis.
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To insure the prudent use of limited medical and fiscal resources, family

fiscal participation in health care costs is important.

Under "cost sharing"

health care expenses would be shared between the family and the program on a percentage

basis, as determined by the Commissioner of Health.

When receiving full medical

benefits, any payments made on a vendor payment basis during the balance of the
calendar year would reduce the amount of reimbursement the family would receive

under cost sharing.

Reimbursement to a family would be made on a retrospective basis, after the

health care expenses have been incurred and paid by the family.

Applications for

reimbursement would be made between January 1 and June 30 of the year following

the year in which the catastrophic health care expenses were incurred.

be made directly to the family.

Payment would

This program recognizes that some provision must be made for those who, because
of other obligations, are unable to pay in the first instance the costs of medical

services received.
be made to a provider of service, is included.

A "hardship" ppovision, under which direct vendor payments can

This provision does not alter eligi-

bility requirements, but only permits the portion the family would receive under

cost sharing to be paid directly to the vendor

of services.

Since health insurance premiums, whether paid by or on behalf of the family,
would be considered a health care expense in determining whether the family has
incurred catastrophic health care expenses, families would be encouraged to purchase

and maintain health insurance policies.

The following are approximate examples of

how the program could work for two

families of four, one with a total annual income of $20,000; the other with a total

annual income of $6,500:

Total family income
Less Court ordered payments
Balance

Less imputed Federal income tax

on $15,000.

Available balance

P A grant level

Available income in excess of
grant level

$20,000.
5,000.
$15,000.

1,385.
$13,615,
5,000.

$ 8,615.

To be eligible for cost sharing, this family must first meet a deductible of

$4,307.50 ($8,615 x 50%).

basis of health care expenditures that exceed $4,307.50,

The family may be reimbursed under cost sharing on the

To be eligible for full

medical benefits, health care expenditures must exceed $6,469. ($8,615 x 75%).

Total family income

Less imputed Federal income tax

Balance

P A grant level

Available income in excess of
grant level

6,500.

0.
6,500.
5,000.

$ 1,500.

To be eligible for cost sharing, this family must first meet a deductible of

$§750. ($1,500 x 50%).
of health care expenditures that exceed $750.

The family may be reimbursed under cost sharing on the basis

To be eligible for full medical benefits,

health care expenditures must exceed $1,125. ($1,500 x 75%).
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The Department of Social Services has estimated the cost of the program as follows:

After full programmatic development, the fiscal implications of enactment of the
proposed legislation, on an annual basis, for those classifications of persons eligible
under current Federal Medicaid law, are estimated to be:

Million §$
Gross Federal State Local
Expenditures Share Share Share
Annual Basis +574.0 +537.0 +$18.5 +518.5

This estimate is exclusive of the potential increase in cost which would occur
in the event that some persons reduced or eliminated their existing health insurance
coverage as a result of enactment of the proposed legislation.

That Department also stated should a national catastrophic illness program be
enacted or demonstration grant authority be obtained to receive Federal financial
participation, this "enabling legislation'" would permit New York State to more rapidly
implement such program. Consequently, the fiscal estimate provided above assumes
waivers of Federal resources and retrospectivity tests.

My proposal, which would require 50% participation by the Federal government before
it would become effective, could become the foundation for such a national health program.
I have met with HEW officials who have expressed serious interest in the program and
expect to continue these meetings.

Recent published reports have indicated that high level Federal officials, including
the Chairman of the President's Council of Economic Advisers, the Secretary of the
Treasury and the Director of the Office of Management and Budget, are seeking to dis-
suade the President from proposing a comprehensive national health insurance program on
the grounds that it would be inflationary and fail to reach desired goals. Instead,
these top advisers are arguing for a national health program that for the time being
would include coverage only for catastrophic illness and injury and extended protection
for the poor. The New York State program is totally in line with this thinking.

6/30/78
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NCSL POLICY RESOLUTIONS ON OLDER AMERICANS

THE HumaN RESOURCES COWII'I'I'%E TAKES THE FOLLOWING POSITIONS ON ISSUES OF
CONCERN TO OLDER PERSONS, |HESE POSITIONS ARE BASED ON THE DELIBERATIONS
AND RECOMMENDATIONS OF THE SUBCOMMITTEE ON AGING, WHICH HAS BEEN CREATED
PURSUANT TO AN EARLIER RESOLUTION ADOPTED BY THE NCSL.

1, ReAauTHORIZATION OF THE OLDER AMERICANS ACT
By PAsSING THE OLDER AMERICANS ACT IN 1965, THE FEDERAL GOVERNMENT SET

FORTH OBJECTIVES FOR ASSISTING OLDER PERSONS AND ESTABLISHED THE ADMINISTRA-
TION ON AGING AS THE FOCAL POINT FOR ITS EFFORTS TO MEET THE OBJECTIVES.

THREE GRANT PROGRAMS WERE CREATED: THE TITLE IIl PROGRAM OF GRANTS TO STATES
FOR COMMUNITY SOCIAL SERVICE PROJECTS, THE [ITLE [V PROGRAM FOR RESEARCH AND
DEMONSTRATION PROJECTS, AND THE [ITLE V PROGRAM FOR TRAINING IN THE FIELD OF
AGING.

SINCE ITS INCEPTION, THE OLDER AMERICANS ACT HAS BEEN AMENDED SEVERAL TIMES.

THE MORE IMPORTANT AMENDMENTS HAVE STRENGTHENED THE IITLE Il COMMUNITY SERVICES

PORGRAM; PROVIDED FOR MORE EFFECTIVE, COMPREHENSIVE AND COORDINATED SOCIAL

SERVICE SYSTEMS AT THE LOCAL LEVEL; AUTHORIZED GRANTS FOR MULTI-PURPOSE SENIOR

" CENTERS AND THE COMMUNITY EMPLOYMENT PROGRAM; ENACTED A NATIONAL NUTRITION

ESOGRNW; AND AUTHORIZED THE FOSTER GRANDPARENT AND RETIRED SENIOR VOLUNTEER
OGRAMS ,

IN 1966 THE TOTAL APPROPRIATION UNDER THE OLDER ﬁMERICANi AcT was $/.5 MmILLION,

THE APPROPRIATION FOR THE PRESENT FISCAL YEAR I$ AROUND 500 MILLION., PRESIDENT
CARTER HAS REQUESTED A "HOLD THE  LINE Bupcer” ForR OLDER AMERICANS AcT PROGRAMS
FOR FISCAL YEAR 1979, '

THE OLDER AMERICANS ACT MUST BE REAUTHORIZED BY CONGRESS BY SEPTEMBER 30, 1978,
THE HumaN RESOURCES COMMITTEE BELIEVES THAT THE PROGRAM AND SERVICES UNDER THE
%’.‘T VE S@IFI LY IMPROVED THE HEALTH AND WELL-BEING OF MANY OLDER_PERSONS,

HE KERS EMPLOYMENT RAM PROVIDES PART-TIME JOBS FOR SOME 4/,
PERSONS, AN ESTIMATED 11 MILLION SERVICES ARE PROVIDED ANNUALLY THROUGH THE
COMMUNITY SERVICES PROGRAM,

BECAUSE OF THE REAL GAINS MADE TO ASSIST O}SEER PERSONS WHICH HAVE RESULTED FROM
THE PROGRAMS AND SERVICES UNDER THE ULDER RICANS ACT, THE HuMAN RESOURCES
ITTEE RECOMMENDS THAT THE ACT SHOULD BE REAUTHORIZED AND FUNDED FOR AT LEAST
YEARS.,




HOWEVER, THE COMMITTEE BELIEVES THAT THE COORDINATION OF PROGRAMS AND SERVICES
FOR THE ELDERLY CAN BE IMPROVED AND THAT STATE AND LOCAL PRIORITY-SETTING

AND DECISION-MAKING CAN BE STRENGTHENED. ACCORDINGLY, THE HuMAN RESOURCES
COMMITTEE RECOMMENDS THAT THE CONGRESS SHOULD INCLUDE IN THE REAUTHORIZING
LEGISLATION FOR THE OLDER AMERICANS AcT PROVISIONS WHICH:

= GIVE STATES THE AUTHORITY AND FUNDING REQUIRED TO EFFECTIVELY IMPLEMENT
THE PROGRAMS AND SERVICES UNDER THE ACT:

~ REQUIRE THE COORDINATION OF THE MULTIPLICITY OF FEDERAL PROGRAMS AND
SERVICES AUTHORIZED BY BOTH THE ACT AND OTHER FEDERAL LAWS:

~ ENCOURAGE AND SUPPORT STATES’ EFFORTS TO PROVIDE INNOVATIVE SERVICES TO
THE ELDERLY;

= ENABLE STATES TO BE RESPONSIVE TO THE NEEDS OF THE ELDERLY PERSONS WITHIN
THEIR JURISDICTIONS, BY PROVIDING FOR INCREASED DECISION-MAKING AND PRIORITY-
SETTING AT THE STATE AND LOCAL LEVELS; AND

= ENSURE THAT THERE IS JOINT PLANNING AT THE FEDERAL, STATE AND LOCAL LEVELS
IN ORDER TO MORE EFFICIENTLY USE THE RESOURCES AVAILABLE FOR OLDER PERSONS
AT EACH OF THESE LEVELS.

IN ADDITION TO THE PRECEDING RECOMR“ENDATIONS ABOUT COORDINAT&QIN AND STATE AND
LOCAL PRIORITY-SETTING, THE HuMAN RESOURCES COMMITTEE URGES CONGRESS TO INCLUDE

'!'ACH_S!_ FOLLOWING PROVISIONS IN THE LEGISLATION REAUTHORIZING THE OLDER AMERICANS

- FunDING FOR THE RETIRED SENIOR VOLUNTEER ProgRaM (RSVP) SHOULD BE CONTINUED
AT AT LEAST ITS CURRENT LEVEL,

~ THERE SHOULD BE A CONTINUING FOCUS ON THE PROBLEMS OF COORDINATION AND
DUPLICATION OF TRANSPORTATION SERVICES,

- A GREATLY INCREASED CONCENTRATION ON DEVELOPING QUALITY ALTERNATIVES TO
NURSING HOME CARE SHOULD BE INCLUDED IN THE AcT.

- STATE AND AREA AGENCIES ON AGING SHOULD BE REQUIRED TO ACT AS ADVOCATES ON
BEHALF OF H[i: OLDER RESIDENTS OF THEIR CO‘*[ELNITIES. IN ADDITION, THE INTENT
oF H.R. 5 A BIhIETTO ESTABLISH A LonNG-TERM CARE Apvocacy RAM SHOULD
BE INCLUDED IN THE ACT.

-~ STATES SHOULD BE GIVEN_A GREATER ROLE IN DECIDING WHO WILL BE THE NATIONAL
CONTRACTORS UNDER THE TITLE IX OLDER A‘*‘IERIC,?NS EMPLOYMENT PROGRAM, [HE
Elc__IrGIB:LITY REQUIREMENTS THAT ARE %s(ED FOR TITLE XX oF THE SocIAL SECURITY

SHOULD ALSO BE USED FOR |ITLE IX,

- THE U.S. DEPARTMENT OF Housing AD URRAN DEVELOPMENT AND THE U.S, DEPARTMENT
OF HEALTH, EDUCATION AND WELFARE SHOULD BE MANDATED TO COORDINATE CONGREGATE
HOUSING PROGRAMS WITH SOCIAL SERVICES,

= TI-E EXISTING 1-YEAR PLANNING CYCLE SHOULD BE DISCONTINUED AND REPLACED WITH
A O-YEAR PLANNING CYCLE.

- THE PRESENT ARRAY OF DIFFERENT FLNDINBZRATIOS UNDER THE ACT SHOULD BE REPLACED
WITH A UNIFORM RATIO OF FEDERAL/10% STATE FUNDING FOR ALL PROGRAMS,




~ STATES SHOULD HAVE INCREASED FLEXIBILITY AND AUTHORITY TO DIRECT THE FLOW

OF FUNDS UNDER THE ACT. [HIS SI—IOUL?O?E ACCOMPLISHED BY ALLOWING EACH STATE
OF 1Uk OF THE TOTAL AMOUNT OF FEDERAL DOLLARS

TO HAVE DISCRETION OVER THE USE
ALLOTED TO IT UNDER THE ACT.

2. NeGATIVE EFFECTS OF INCREASED SOCIAL SECURITY PAYMENTS

MANY LOWER INCOME, OLDER PERSONS RECEIVE INCREASES IN THEIR SocIAL SECURITY
PAYMENTS, ONLY TO FIND THAT THEY ARE NO LONGER ELIGIBLE FOR MEDICAID BENEFITS.
IN MANY INSTANCES, THE VALUE OF THE LOST MEDICAID ELIGIBILITY IS FAR GREATER
THAN THE INCREASE IN THE SOCIAL SECURITY PAYMENT. OFTEN THE LOSS OF MEDICAID
ELIBIBILITY RESULTS IN A FINANCIAL HARDSHIP FOR THESE PERSONS, BECAUSE THEY
BECOME ILL AND BECAUSE THE COST OF HEALTH CARE IS SO HIGH,

HE HuMAN RESOURCES COMMITTEE RECOGNIZES THIS PROBLEM, AND RECOMMENDS THAT THE

RESS AND THE APPROPRIATE FEDERAL AGENCIES SHOULD WORK TOWARD A SOLUTION OF
IT. [HE COMMITTEE BELIEVES THAT A REASONABLE APPROACH TO THE PROBLEM WOULD
BE FOR THE CONGRESS TO ENACT LEGISLATION WHICH WOULD PREVENT NEW OR INCREASED
BENEFITS OF ANY TYPE RECEIVED BY AN INDIVIDUAL FROM RESULTING IN A NET LOSS
OF BENEFITS FOR THAT INDIVIDUAL.
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BILL AND BACKGROUND

LEGISLATIVE STATUS AND
OUTLCOK

NCSL POSITION

ABORTION

The issue of federal funding for abortions has
been debated as part of the FY 79 Labor-HEW
Appropriations bill. The llouse position has
been that federal money for abortions should be
permitted only in instances where the mother's
life is endangered. The Senate's position,
however, has been to extend federal funds for
abortions deemed "medically necessary'" and in
cases of rape, incest or which endanger the
mother's life

AGING

H.R.. 12255
S. 2850
Both bills reauthorize the funding and pro-
visions of the Older Americans Act. The
following is a summary of key provisions of the
two bills:

Consolidation. Both bills consolidate the ad-
ministration of Title III (state and community
programs on aging), Title V (multipurpose senior
citizens centers) and Title VII (nutrition pro-
grams) into a new Title III.

Authorizations. H.R. 12255 provides for separate
authorizations under the new Title III for social
services, senior centers, nutrition services,
legal services and ombudsman services. S. 2850
maintains separate authorization for the
nutrition programs, and requires that 50% of all
other funds under Title IIT be used for "access"
services (transportation, outreach, and informa-
tion and referral), in-home services, and legal
services.

Funding ratio. NCSL supports a uniform ratio of
90% federal/10% state funding for all services
provided under the Act. The House bill includes
a step toward the NCSL position.

House action taken on HEW-Labor
Appropriations bill.

Senate Appropriations Labor-HEW
subcommittee is currently marking
up its version of the FY 79
appropriations bill.

Legislation to reauthorize the Older
Americans Act has been ordered re-
ported by both the llouse Education
and Labor Committee and by the Senate
Human Resources Committee. 'The
llouse passed H.R. 12255 on May 15th.
No significant amendments were
adopted. The Senate will soon take
action on S. 2850. A conference
conmittee will have to meet to work
out the differences between the two
bills.

It provides that

No position

Funding for the Retired Senior
Volunteer Program (RSVP) should
be continued at least at its
current level.

There should be a continuing
focus on the problems of
coordination and duplication
of transportation services.

A greatly increased concentra-
tion on developing quality
alternatives to nursing home
care should be included in
the act.

State and area agencies on
aging should be required to
Act as Advocates on behal f
of the older residents of

their communities. In addition
the intent of H.R. 11411, a
bill to establish a Long Term
Care Advocacy Program should
be included in the Act.
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BILL AND BACKGROUND

LEGISLATIVE STATUS AND
OUTLOOK

NCSL POSITION

funding for senior centers (Title V) will change
from a 75%/25% ratio to a 90%/10% ratio. The
Senate Committee accepted an amendment proposed
by Senator Jacob Javits (R-NY) to maintain the
match for all service programs at the 90%/10%
ratio for FY 1979 and to change the match to
85%/15% for FY 1980. Without this amendment

the match under S. 2850 would have been 75%/25%.
Advocacy. NCSL supports the concept that the
Administration on Aging should have an advocacy
function. Both the Senate and the House bills
include provisions for the AOA to carry out

this function.

AOA Commissioner. Under the House bill, the
Commissioner on Aging would be directly responsid
ble to the Secretary of Health, Education and
Welfare. Presently, the Conmissioner reports

to an Assistant Secretary. The Senate bill
includes no change with respect to the role

of the Commissioner on Aging.

FCOA. H.R. 12255 strengthens the role of the
Federal Council on Aging. S. 2850 originally
called for the elimination of the FCOA. The
Senate Committee altered this provision, such
that the FCOA is now required to conduct speci-
fic studies related to the operation of the

AOA network, including ananalysis of the need
for a separate program of legal services.
Planning Cycle. NCSL supports a 3-year plan-
ning cycle under the Act. The House bill
provides that both state plans and area agency
plans should cover a 3-year period. The Senate
bill includes a 2-year cycle.

Long Term Care. Both the House and Senate bills
establish a program of community-based assess-
ment of long-term care needs. Both bills also
require each state to establish an ombudsman
program for residents in long-term care facil-
ities. However, the Senate bill does not desig-

nate any funds for the ombudsman program. NCSL

supports both the ombudsman program and the
assessment of long-term care needs.

States should be given a
greater role in deciding

who will be the national
contractors under the Title
IX Older Americans Employment
Program. The eligibility
requirements that are used
for Title XX of the Social
Security Act should also be
used for Title IX.

The U.S. Department of Housing
and Urban Development and the
U.S. Department of Health,
Education and Welfare should
be mandated to coordinate
congregate housing programs
with social services.

The existing 1l-year planning
cycle should be discontinued
and replaced with a 3-year
planning cycle.

The present array of different
funding ratios under the Act
should be replaced with a
uniform ratio of 90% federal
/10% state funds for all
programs.

The states should have increasel
flexibility and authority to
direct the flow of funds under
the Act.




BILL AND BACKGROUND

- LEGISLATIVE STATUS AND
OUTLOOK

NCSL POSITION

Home Delivered Meals. H.R. ‘12255 includes .
separate funding for home-delivered meals. An
amendment to add separate funding to S. 2850,
proposed by Senator Edward Kennedy (D-Mass); was
rejected by the Senate Committee by a vote of
10 to 5.
Title X. NCSL believes that states should be
given a greater role in deciding who will be the
national contractors under the Title IX Older
Americans Employment Program. NCSL also be-
lieves that the eligibility requirements used
for Title XX under the Social Security Act (up
125% of the poverty level) should also be used
for Title IX. The House bill expands the
eligibility criteria to 125% of the poverty
level. The Senate bill increases the coordina-
tion between the states and the national con-
tractors and requires the Secretary of Labor to
review comments by the states before approving
the plans of the national contractors.
Action. The House bill reauthorizes the ACTION
programs (RSVP, Foster Grandparents, and
Retired Senior Companion Program) for only one
more year. Because ACTION programs do not fall
within the jurisdiction of the Senate Committee
S. 2850 does not include any reference to these
programs.
Age Discrimination. One of the more significant

Teatures of the House bill was added by Congress:

man Mario Biaggi (D-NY). His amendment gives

people the right to sue federally funded pro-

grams for age discrimination. The Senate bill
contains no similar provision.
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BILlL. AND BACKGROUND

LEGISLATIVE STATUS AND
OUTLOOK

NCSL POSITION

(HILD HEALTH CARE

HR 6706. S. 1392 (Child Assessment Act of 1977)

Would require States to provide Medicaid
coverage for all children under 6 years old whose
families meet the state's income test for AFDC
but who are uneligible for Medicaid due to
categorical restrictions.

Would raise the federal matching rate on the
average to 75 percent of cover assessments and
all ambulatory treatment provided to assessed
children.

Children assessed under the program would con-
tinue to be eligible for medical care for six
months after eligibility for medical assistance
would otherwise end.

Performance criteria would be established to
provide a standard against which a State's
achievements could be measured. States )
demonstrating excellent performance could have
their administrative match increased to 75%;
states falling below the performance standards
could face a reduction in their administrative
match.

S. 1071 (The Comprehensive Maternal and Child
Health Protection Act)

All pregnant women and children from birth to
age six initially would be eligible; by 1983
children up to age 14 would be eligible.

Covered services include all health care ser-
vices related to the diagnosis and treatment
of any disease, injury or disability as well as

any other services necessary for adequate
protection, maintenance or restoration of

Hearings were held before the House
Commerce Subcommittee on Health.
Mark-up sessions were begun but not
completed before the same sub-
committee

Pending before Senate Finance
Committee

Pending before the Senate Human Re- -

sources Committee

No position specifically
on this bill. However, NCSL
has endorsed coverage of

i comprehensive health benefits,

particularly preventive
services, for children as a
chief priority in phasing
in benefits under a national
health insurance program.

Chet s o

o s A i L B A e bl e b

T N L K M I PO, T

o) 0 e B 0

b A AT,

TR ) 3 s et o A
PTG A R A B S R o 2




BILL AND BACKGROUND LEGISLATIVE STATUS AND NCSL POSITION
OUTLOOK

mental and physical health. -

Eligible providers would be paid on a prospective
capitation basis.

Would authorize a tax credit for individuals

based on their catastrophic medical expenses.

COMPREHENSIVE EMPLOYMENT hND TRAINING
AMENDMENTS OF 1978

HR 12452, S. 2570 House Committee on Education and NCSL supports reauthorizatior
Labor reported bill in early May. of CETA with expanded state
Would Timit participant eligibility to Floor vote is expected at any time. legislative role.

persons who are economically disadvantaged :
and either unemployed or underemployed. Senate Committee on Human Resources

reported bill in mid-May. No floor
Would create specific programs for training action has been scheduled, but
of displaced homemakers under Title III. anticipated in July.

Would set a 78-week maximum limit in three
years for Title II public service jobs, and
a 2% year maximum limit in five years for a
combination of training and jobs.

Would create a $400 million private sector
trianing initiative program in new Title VII.

Would no longer permit substitution in PSE
jobs, limited wage supplementation, and
contains stiffer anti-abuse language.

Requires local prime sponsors to submit
copies of comprehensive employment and
training plans to state legislature for
review.




BILL AND BACKGROUND : LEGISLATIVE STATUS AND NCSL POSITION
OUTLOOK

CLINCIAL LABORATORIES

H.R. 10901

Would set national standards for laboratories and| Passed the Senate. Currently under- [No position
authorize penalties for kickbacks and fraudulent | going mark-up before the llouse Com-
billing. merce Health Subcommittee. Hearings
concluded before Ways and Means
Committee.

DISPLACED HOMEMAKERS

H.R. 10270, S. 418

Would provide for at least 50 multipurpose ser-. |Hearings were held before the Senate |NCSL supports the legislation.
vice centers for displaced homemakers on a Subcommittee on Employment, Poverty
90-10 matching basis. Services to be offered and Migratory Labor and before the
include: job counseling, training, placement llouse LEducation and Labor Subcommitteg
and assistance with health care, legal and on Employment Opportunities. No

financial problems. action is planned as displaced home-
makers is expected to be included in
CETA reauthorization

HEALTH PLANNING

[.R. 11488

The SHCC "establishes' the state health plan Bill has been reported out of full The Governor should approve
following which the Governor has 60 days to Commerce Committee and is awaiting or disapprove the state health
disapprove the plan. If it is not disapproved, | floor action. plan. Appropriate legislative
it goes into effect. Governor must make public | gomm}ttees should hﬁ ah]g to
the basis for the disapproval and specify the "review and comment' on the
needed changes. plan.

The Governor may select the Chaimman of the ' The Governor, with {he advice
SHCC from among the members of the SHCC. and consent of the State
Senate, should appoint the
The bill calls for "an appropriate number'" of Chairman of the SICC.

public elected officials on HSA governing
boards.




BILL AND BACKGROUND

LEGISLATIVE STATUS AND
OUTLOOK

NCSL POSITION

Acquisition of expensive equipment by physicians
would be covered only when the state agency
determines that the equipment was obtained to
circumvent the planning process.

An [IM) need not obtain a CON if it can demon-
strate its enrolled menbership is large enough tq
deserve its own hospital. The IIM), however,

must make an effort to share or contract with

an existing facility before the exemption is
triggered.

In order to prevent state legislatures f[rom
overturning CON decisions, the bill would requir
each CON issued to be '"based solely on the recorj
established in administrative and judicial
proceedings.'" Failure to do so would place the
state CON program out of compliance and in
jeopardy of losing federal funds. (Similar
provision in Senate bill)

Would permit all States -- not just the six in
present law -- to receive grants to perform
rate review and regulation.

Provides for a voluntary grant program to
encourage. State decertification activities.
State planning agencies would be eligible for
grants to assist them in identifying excess
hospital beds and in establishing programs to
reduce the number of unnecessary hospital beds.

S. 2410
The SHCC, with the concurrence of the Governor,

would develop the state health plan. Grants
cannot be made to the SIIPDA until the state

health plan is in efflect.

Bill has been reported out of full

[luman Resources Committee and is
awaiting floor action.

Legislation should provide that
one-third of the menbers of ISA
governing bodies be public
elected officials and that
public officials should be
exempt from the requirement
that they be categorized as
consumers or providers.

Objects to provisions which
would pre-empt State decisions
to cover HMDs under CON.

Believes that federal financial
assistance should be made
available to any State wishing
to experiment with hospital
rate review or rate setting.




BILL AND BACKGROUND LEGISLATIVE STATUS AND NCSL POSITION
OUTT.00K

Requires coverage of diagnostic and therapeutic
equipment that exceeds $150,000 regardless of
setting.

Would permit states to cover HMO start-ups and
construction of IIMO outaptient facilities
under CON only if they cover other types of
ambulatory care services.

HOME HEALTH CAR:
I.R. 453

Would eliminate present restriction under Referred jointly to Ways and Means No position,
Medicare for coverage up to 100 home health and Interstate and Foreign Commerce
visits a year, leaving no limit on the number Committees.

of covered visits.

Would mandate coverage of home health services
under Medicaid.

Would authorize as a Medicaid benefit payment
of rent for an elderly or handicapped person
when such payment is necessary to avoid insti-
tutional care of the individual.

S. 2009

Would eliminate most restrictions under Medicard | Referred to Finance Committee No position.
for qualifying for home health benefits.




BILL AND BACKGROUND

LEGISLATIVE STATUS AND
OUTLOOK

NCSL POSITION

HOSPITAL COST CONTAINMENT:

IH.R. 6575 (Commerce Committec Version)

Would permit a two year voluntary hospital cost
containment program during which time the rate
of increase in inpatient hospital costs must be
reduced by 2 percent for each of the two years.
The success or failure of the voluntary effort
will be judged on a state-by-state rather

than a national basis. Would exempt most hos-
pital workers' wages from revenue controls wider
the voluntary program, leaving only capital
spending and supply costs subject to the volun-
tary controls. For states wherein the voluntary
approach was unsuccessful, a mandatory, transi-
tional hospital cost containment program would
operate. Under the mandatory program, rate of
increase in each hospital's inpatient revenues
(from charges or costs) would be limited to a
fixed percentage increase over revenues allowed
in the previous accounting year. The basic
limit on increases in revenues would reflect
general price trends in the economy and would
be equal to 11/2 times the percentage increase
in the GNP deflator.

The basic limit would be adjusted to take into
account major changes in a hospital's patient
load. Special provisions for increases in
revenue would exist for hospitals in rapid
growth areas. Exceptions to the limit would
be provided in certain cases, e.g., where a
hospital had undertaken major changes in facul-
ties or services approved by the State health
planning agency.

A 15 member Hospital Costs Commission would be
created to make recommendations on the establish:
ment of a new system for hospital reimbursement
and on the develorment of ain economic index

of hospital costs to be used in place of the
revenue cap.

Presently undergoing markup beflore the
Inter::tate and Foreign Conmerce
Conmittee

NCSL supports a federal
initiative of interim re-
straints on increases in
hospitals' revenues,
applicable to each State
until the State enacts

and implements an effect-
ive hospital cost contain-
ment program.

State programs should
implement minimum federal
guidelines, but states
should enjoy considerable
flexibility in the method
ology for constraining
costs.

NCSL believes that the fed-
eral government should
provide financial assis-
tance for start-up costs
for State hospital cost
containment programs.




BILL AND BACKGROUND ' LEGISLATIVE STATUS AND NCSL POSITTON
: OUTLOOK

Would impose a $3 billion national limit on new
capital expenditures. States that are operating
effecitve cost containment programs would be
exempt from the federal financial assistance
which would be available to encourage other
states to develop cost contaimment systems,

S. 1391 Bill was reported out of Human
Resources Committee

Limits on hospital inpatient revenues would
begin January 1, 1979. A1l non-federal acute
care hospitals would be subject to the cap,
except those with fewer than 2,000 admissions.

Requires HEW to develop an index that more
accurately reflects hospital costs to be used
to calculate allowable revenue increases.

The revenue increase formula is to be
adjusted by a volume load formula.

State programs would be exempt from the
federal controls if (1) the state is already
operating rate review conmission covering
all payors and can control revenue increased
to 110 percent of the federal cap; (2) the
state has a rate review commission which coverp
90 percent of all hospitals, applies the cap
to all revenues and controls revenue increases
within 110 percent of the federal limit; or
(3) the state qualifies for a demonstration
experiment under Section 222 of the Social
Security Act.

Would place an immediate moratorium on all
capital expenditures in excess of $150,000.
The moratorium is lifted once a state's
certificate-of-need program is approved.

Then a $2.5 billion ceiling on new capital
expenditures would go into effect nationally.

Provides for an exemption of wages of non-
supervising personnel from the calculations
of the revenue cap except in those states
operating rate review commissions.




BILL AND BACKGROUND

LEGISLATIVE STATUS AND
OUTLOOK

NCSL POSITION

HR 6575 (Ways and Means Health Subcommittee
version)

Would permit a two year voluntary cost
containment program to reduce the rate of
increase in total hospital revenues by two
percent each year.

If the volumtary program fails to achieve the
targeted objectives, a mandatory program
would be triggered. The mandatory program
would impose a limit on the percentage
increase that is allowed for each hospital's
in-patient revenues, and the calculation
would be on a per admission basis. The
percentage limit would be equal to 1) times
the GNP deflator.

Adjustments would be made for changes in a
hospital's patient load only if admissions
increased by more than 2 percent or decreased
by more than 6 percent.

Hospitals would have the option to pass
through wage increases for non-supervisory
workers and energy payments.

States with effective cost containment
programs would be exempt from the federal
program. Also, federal assistance (80-20
match) would be available to cover develop-
mental and administrative costs in states
that create hospital cost containment
programs.

Bill was reported out of Ways and
Means Health Subcommittee by a vote
qf 7 to 6.

Full Ways and Means Committee action
is deferred until the Commerce
Committee acts.




IEGTSLATIVI STATUS AND
OUT'LOOK

TCST, TOSTION

H.R. 3, S. 143 (Anti-Fraud and Abuse Amendments)

Strengthens fraud and abuse provisions such as
requiring disclosure of ownership information
and upgrading penalties for fraudulent act-
ivities to a felony.

Provides funds to States to establish medicaid
fraud units

Defines relationship of state government to
PSROs. Specifically, would require PSROs to con
sult with the state during preparation of re-
view plan and would provide federal matching for
state monitoring of PSRO review. If state
monitoring demonstrates poor PSRO performance
resulting in detrimental impact on state
Medicaid expenditures or quality of care,

States can seek the temporary suspension of
PSRO ‘binding authority pending an evaluation

by the secretary.

[I.R. 1701 (Medical Assistance Accountability
Act)

Would create a position of Special Auditor
General for Medicaid fraud and abuse to direct
or conduct inspections and audits of state

Medicaid prograns.

Would require states to operate a system of
prevention and detection of Medicaid fraud and
abuse, with 90% federal matching fcr such a
program

Enacted into law Oct 25, 1977.
PI, 95-142

Referred to Interstate and Foreign

Commerce Committee

NCSL supports most of the
legislation, especially the
provision defining the rela-
tionship between the State
and the PSROs.

NCSL also supports amending
the law to permit states to
exclude Medicaid providers
with consistent patterns of
program abuse from participa-
ting in the program.

NCSL supports the legislation.
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S. 1470, H.R. 7079 (Medicare and Medicaid Ad-
ministrative and Reimbursement Reform Act)

Would establish specific performance criteria
with respect to state administration of Medi-
caid. States which exceed the standards would
receive a higher administrative match. State
that are deficient would rcceive technical assis
tance, but may face eventual reductions in ad-
ministrative match if deficiencies go un-
corrected.

Would establish a new method of reimbursement of
routine operating costs for hospitals under
Medicare and Medicaid. The new mechanism

would provide for incentive reimbursement --
rewarding hospitals whose comparable routine

operating costs are less than the average
and penalizing those hospitals with above
average costs.

Mark-up began in June before full

Senate Finance Committee

NCSL has testified twice on
this legislation.

NCSL supports:

-- reasonable performance
criteria for state Medicaid
administration

-- Additional federal support
for the development of Medicaid
Management Information systems.
-- States that have a success-
fully demonstrated hospital
reimbursement program should be
allowed to continue their
system in place of the incen-
tive system proposed in the
bill.

-- Federal assistance to
states to encourage the
development of alternative
hospital reimbursement pro-
grams .

--  (Greater State flexibility
in developing methods for
reimbursing institutional
providers.




BI1.1. AND BACKGROUND LEGISLATIVE STATUS AND NCSL POSITION
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MEDI CARE
S. 2144

Would extend coverage for outpatient prescription| Referred to Senate Human Resources NCSL believes that the health
drugs for the 24 million elderly in the country | Comnittee care of the elderly should
not just those eligible for Medicare and be the primary responsibility
Social Security. : of the federal government.

NATTONAL HEALTH INSURANCE

(See attached supplement comparing major The President is expected to announce |[NCSL believes that a NII plan
NIII proposals) NI "principles' in July and deliver |should contain the following
a proposal to Congress before the elements:

end of the second session.
-- Comprehensive coverage
phasing in benefits with an
initial emphasis on preventive
and child health services.

ments should be directly
involved in the admin-
istration and regulatlon
of the plan in accordance
with minimum federal
‘guldelines.

- State and local govern~i
ments with federal assis-
tance should experiment !
with different compre-
hensive health care systemp
before implementation of
NHI program.

- States should have the
primary authority for

cost control.

- State and local govern—l
I
i
I
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PREVENTIVE HEALTH

S 1191 (National Preventive Medicine Health
Maintenance and Health Promotion Act)

Would create a National Bureau of Human
Development charged with conducting and
supporting basic and applied research and
training relating to health maintenance
and the prevention and cure of disease.

Would create a Bureau of Health Education

to identify priorities among preventive
health programs of the Public Health Service.

RECOMBINANT DNA

HR 11192

Would provide federal regulation of DNA
research including industrial research.
Would essentially preempt state and Tocal
governments from adopting regulatory
requirements more stringent than the
federal standards.

S 1217

Would provide interim regulation of DNA
activities and establish a Commission for the
Study of Research and Technology Involving
Genetic Manipulation.

Provides no preemption of state and local
governments.

Reported out of House Interstate

and Foreign Commerce Committee

No position on bill. However,
NCSL in its position on a
National Health Policy declared
that a national health policy
is the only effective mechanisnj
which can adequately grapple
with the difficult public
policy issues being forced on
society by the proliferation
of expensive, sophisticated,
yet frequently cost-ineffectivg
technologies. It is needed to
reflect a consensus on the
kind of future health care
system we desire and on the
means by which we should
allocate limited health
resources.

NCSL supports the need for
federal regulation of DNA
research but strongly opposes
language designed to preempt
the states from enacting
stronger requirements than
those imposed at the federal
Tevel.
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LEGISLATIVE STATUS AND
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NCSL POSITION

RURAL HEALTH

Mandates coverage of rural health clinic
services for "categorically needy"under
Medicaid in those states which permit primary
health care services to be furnished by a
nurse practitioner or physician assistant.
Coverage for the medically needy remains
optional.

SOCIAL SERVICES

HR 10833

Would raise the funding ceiling for Title XX
social services programs from the current
level of $2.5 billion a year to $2.9 billion
in FY 79, $3.15 billion in FY 80 and $3.45
billion in FY 81.

Would permit states to adopt a comprehensive -
services plan for a two year period, rather
than one year.

Would require state officials to consult with

local officials in the development of the
state's comprehensive social services plan.

VOCATIONAL REHABILITATION

HR 12467

Would extend the program for five years,
making basic program an entitlement, and
provide adjustments in authorizations
reflecting increases in the CPI.

Enacted into law December 13, 1977
(P.L. 95-210)

Reported out of House Ways and Means
Subcommittee on Public Assistance

as HR 12973. Reported out of full
House Ways and Means Committee.
Floor action under suspension of
rules expected in July.

Will be offered as an amendment to

HR 7200 (Public Assistance Amendments
in the Senate.

Passed the House - 5/16/78

Senate action is expected the week
of July 10,

NCSL supports increasing the
funding ceiling and retaining
state flexibility in

determining their own social

services needs and priorities|.
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BILI. AND BACKGROUND

LEGISLATIVE STATUS AND
OUTLOOK

NCSL POSITION

VOCATIONAL REHABILITATION (continued)

Would establish comprehensive rehabilitation
services and independent living programs for
the handicapped, to be administered through
state Voc Rehab agencies.

Would reaffirm congressional intent that any
organizational scheme relative to the basic
state program must conform to the intent

and purposes of the Act, i.e., the Commissione
of the Rehabilitation Services Administration
should not approve any plan which does not
provide for a single, identifiable, adminis-
trative unit for rehabilitation.

Would mandate the Commissioner to withhold
federal funds if state plan is out of
compliance, regardless of the filing of an
appeal, and would give the Commissioner
authority to disburse funds withheld from the
state to any public or nonprofit private
organization within the state.

Would transfer all authority for approving
states' rehabilitation services plans (and
determining their non-compliance) from the
Secretary of HEW to the Commissioner of RSA.
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WELFARE REFORM

H.R. 9030 (S.2084), H.R. 10950, H.R. 10711, S
S, 2777

Four major welfare reform bills are pending in
Congress:

-- President Carter's original proposal
HR 9030, S. 2084 ‘

The Corman Subcommittee bill, HR 10950,
which is the administration proposal as amended
by the special llouse Ways and Means subcommittee
chaired by James C. Corman, D-Calif.

The Ullman bill (HR 10711) sponsored

by Al Ullman, D-Ore, chairman of the Ways and
Means Committee.

--  The Baker-Bellmon bill, S. 2777, whose
principal sponsors are Sens. Howard Baker, Jr.,
R-Tenn., Senate minority leader; [enry Bellmon,
R-Okla; Abraham Ribicoff, D-Conn, and John C.
Danforth, R-Mo.

All 4 proposals: _
Extend cash assistance coverage to two
parent families.

[Cstablish a national minimum benefit
Move in the direction of greater
uniformity of rules and eligibility standards
Simplify administration

Provide public service jobs for poor

families

--  Expand the earned income tax credit
Recognize the "'importance of cashing
out food stamps for at least some recipients 'as
a step toward a consolidated cash system."

The major issues involved include the following:

Programs. The Carter and Corman bills would
Conbine existing Aid to Families with Dependent
Children (AFDC), Supplemental Security Income

From mid-May thru most of June, the
New Coalition -- a group of state
and local officials that represents
NCSL, The National Governor's Assoc-
iation, the National Association of
Counties, the U.S. Conference of
Mayors and the National League of
Cities -- worked c¢losely with key
Congressional and Administration of-
ficials to fashion a compromise re-
form bill. As the result of the
New Coalition's efforts, basic com-
ponents of a reform bill were agreed
upon during a June 7 meeting of key
federal officials. These components

included the following:

the cost should be between $9-
$11 billion.

there should be around $2 billion
in fiscal relief for welfare costs
for states and localities.

there should be a national
minimum benefit of $4200 for a family
of 4.

650,000 - 700,000 public service
employment slots should be provided

However, on June 20, House Speaker
Thomas P. O'Neill told the House
whips that because Senate leaders
had decided that the Senate could
not act this year, there was no
point in bringing a compromise
before a reluctant House. Everyone
assumed that welfare reform is dead
for this Session of Congress.

NCSL supports comprehensive
welfare reform. HR 10950 most
closely embodies NCSL policy
positions.
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EGISLATIVE STATUS AND
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(SSI), food stamp and general assistance programs
into one single cash payment. Ullman and Baker
Bellmon would retain the existing separate
programs.

Coverage. Carter and Corman would extend wel-
fare benefits to all needy persons, including
single individuals and childless couples.
Baker-Bellmon and Ullman would retain the pro-
hibition against AFDC payments to single indivi-
duals and childless couples. All four bills makg
mandatory AFDC benefits to families with un-
employed fathers but Ullman limits the aid to
17 weeks in a year.

Benefits. All four proposals would establish
national minimum benefits, with the Carter, Cor-
man, and Ullman proposals all setting a minimum
through a combination of cash ($2,550) and food
stamps ($1650). Baker-Bellmon would allow
states to continue to set benefit levels, but
establishes targets at the following levels:

55 percent of the poverty level in fiscal 1981,
60 percent in 1982 and 65 percent in 1985.

In 1978, 55 percent of the poverty level

%$6200 for a non-farm family of four) was about
$3,400.

Tax Incentives. All four bills would expand the
earned income tax credit, a tax break designed
to increase the financial incentive for heads
of low-income households to work. All four
would prohibit tax credits on income earned
from public jobs.

Job Credits, Vouchers. The Baker-Bellmon bill
also contains two financial incentives for em-
ployers who hire welfare recipients and unem-
ployed poor persons not on welfare. A job
voucher program would allow employers to re-
ceive a subsidy of $1 an hour per employee

for ayear. Or, employers could receive tax

credits of $1 an hour for one year for each
eligible employee they hired.

On June 28, Senators Moynihan, Cran-
ston and Long introduced the State
and Local Welfare Reform and Fiscal
Relief Act of 1978. This §5 billion
proposal provides around $3 billion
in fiscal relief to states and
localities, incentives for employers
to hire welfare recipients, and
additional funds for low-income
workers with families via increases
in the earned income tax credit.




B11.I, AND BACKGROUND

LEGISLATIVi: STATUS AND
OUTLOOK

The Ullman plan contains an-expansion of the
employer tax credit approved in the 1977 stimulus
tax bill toprovide an additional 10 percent
credit to employers who hire WIN (Work Incentive
Program) participants,

Public Service Jabs. All four biils would es-

tablish public service jobs for low-income persorns.

Carter would establish the most -- 1.4 million,
including 300,000 part-time jobs, in a new
section under the Comprehensive Employment and
Training Act (CETA), with workers to be paid
at the minimum wage. Corman has the same
number of jobs but would require workers: to be
paid prevailing wages. Carter and Corman would
both abolish the WIN program. Ullman would
establish 500,000 public service jobs under

the WIN program, at minimum wages. Baker-
Bellmon would establish 375,000 public service
jobs under CETA, at average CETA wages (about
$7800 a year, adjusted for regional and area
differences) Baker-Bellmon and Ullman would
give states control of the WIN program.

Work Requirements. All four measures include
work requirements for able-bodied welfare recip-
ients, with some exceptions, most notably mothers
with young children.

Fiscal Relief to States. Under existing law,
the ftederal government pays 100 percent of the
cost of food stamps and SSI. The federal share
of AFDC ranges from 50 to 78 percent. Carter
and Corman would establish a 90 percent federal
contribution for single cash payments. Baker
Bellmon and Ullman would retain a 100 percent
federal payment for food stamps and SSI. Ullman
sets the state share of AFDC at 85 percent of
the 1977 cost of benefits; the federal govern-
ment would then pay 100 percent of all benefit
costs beyond the fixed state share. Baker-
Bellmon would increase the AFDC match to the 80-
90 percent range by fiscal 1982. The following
estimates have been made for actual dollar amounts
of fiscal aid to states under each of the plans;
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“Carter, $3.4 billion, Corman, $2.Z billion,
Ullman, $1.2 billion; Baker-Bellmon, $3 billion.

Costs. All four measures would increase the
amount of money the federal government spends
on welfare. As of late April 1978, administratig
officials said the Carter bill would cost an
additional $8.77 billion in 1982. The Congres-
sional Budget Office (CBO) placed the price

tag at $17.36 billion. The Corman bill would
cost about $20.22 billion more than existing
programs, according to the CBO. Baker-Bellmon
according to preliminary (BO estimates, would
cost about $9.33 billion more. Ullman's staff
has estimated the added cost of his proposal at
between $4.75 billion and $9 billion.
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PRINCIPLES AND RECOMMENDATIONS ON A NATIONAL
HEALTH CARE POLICY -

_ The Human Resources Committee of the
National Conference of State Legislatures

June 26, 1978




PREAMBLE

Serious deficiencies and inequities exist within the U.S.
health care system. The overall health status of Americans compares
rather poorly with many other industrialized nations. Adequate health
services are not always available or appropriately utilized. Financial
barriers still prevent many from obtaining needed medical services.
Six percent of our Nation's population are totally without any form
of health care protection, while another twenty-five percent are con-.
sidered to have inadequate or only marginal protectionm.

Today's medical care system focuses predominately on illness and
technological remedies to the exclusion of maintaiqing and promoting
good health. Health services tend to be shaped as fuch by the growth
of technology as by patients' needs.

The distribution of physicians, both geographically and by specialty,
remains grossly umeven. Substantial evidence points to considerable
excess hospital use and capacity, representing an unnecessary and fre-
quently wasteful diversion of limited national resources from other
pressing health and human service needs.

Annual increase in health care costs consistently outpace the
consumer price index. Total health expenditures are rapidly approaching
ten percent of our Nation's Gross National Product.

Such wnsettling facts lead to one basic conclusion: a thorough
reassessment of past public policies with respect to health care is
badly needed. A national health care policy is required in order to
modify the many perverse incentives that presently exist within the
health care system while protecting the public commitment to the attain-
ment of positive health goals.

The need for a national health care policy grows out of the recogni-
tion that a goal of "highest quality care for everyone at any price' is
unrealistic given limited national resources. Deliberate choices among
alternative uses of health resources camnot be avoided. A coherent
national health policy can most effectively help to shape and guide those
choices consistent with overall goals.

A national health insurance system is an essential, but secondary
component of a national health policy. NHI can help resolve certain
inadequacies in terms of improving access and equity; yet, a mechanism for
financing health care camnot, b’y itself, encourage the reforms in the

organization and delivery of health services that are needed. - Only a

national health policy can hope to develop the correct strategy for
ensuring the effective governance and operation of the health system.
The overriding goal .of a national health policy ought to be the dis-
covery of the appronriate mix of strategies that can effectively balance
and accommodate three fundamental interests: patient need, physician
discretion and clinical judgment, and the public purse.




A national health policy is predicated on the proposition that
traditional medicine has reached a pinnacle in terms of its ability
to enhance overall health status. Hence, the policy must aim at
leveling out those resources directed toward expanding the availa-
bility of sophisticated, yet costly medical technologies and practices
and focusing our attention more on those biological, environmental,
and behavioral facters which demonstrate a marked effect on health.




NATIONAL HEALTH POLICY GOALS

1. Should Assure that Adecuate Hsalth Care is Accessible to all Individuals.

DISCUSSION

Barriers to umiversal access to adequate health care include:
financing inequities, inadequate health care planning and uneven
distribution of health manpower and resources.

While private health insurance and public programs such as Medicare
and Medicaid provide some protection against the burden of medical bills
to a large segment of the population, there are.still significant gaps
-in coverage.

The Department of HEW estimates that perhaps as many as 30 million
people under 65 have neither private nor public coverage of any kind.

Most basic insurance policies exclude preventive care services and
ambulatory care; and many policies still exclude pre-existing conditions
and congenital defects.

Comprehensive health planning has yet to bring about the necessary
changes in the development and allocation of the nation's health re-
sources. Experts suggest, for example, that between 70,000 to 80,000
excess acute care hospital beds may exist nationwide.

Clearly, health manpower policy has not resolved the geographical

and specialty maldistribution problem of physicians. Physicians re-

main overly concentrated in the metropolitan areas. In 1973, the ratio

of active, non-federal physicians engaged in patient care to the pop-

ulation in the most populous metropolitan counties was 6 times the

ratio in the least populous rural counties. In the same year, there

were 2.2 internists per 10,000 persons within SMSA's but only 0.6 per

10,000 outside SMSA's. Moreover, the decline of the general practitioner
- relative to the specialist has markedly affected the health care system.

2. Should Ensure that no one Suffers Financial Ruin from Catastrophic
I11ness

DISCUSSION

Major medical insurance is designed to protect families against very
large medical bills; however, at present only about 60 percent of the
population have major medical coverage. Moreover, many of those that
do have major medical policies face limits on the amount of coverage,
as well as substantial co-insurance provisions, so that in cases of pro-
longed illness or when .~  intensive care is required, they may be
confronted with a crushing financial burden.

About one half of all private policies limit total benefits payable
in a lifetime to $10,000 or less, and almost two thirds of current
policies limit hospitalization to 60 days or less.




Should Promote a Reduction in the Rate of Increase of Health Care

During the fiscal year ending June 30, 1977, the U.S. spent
$167 billion for health care -- 12 percent more than what it spent
the previous year. Per capita health care expenditures reached
$737.00, up 13 percent from the previous year.

In 1950, health care outlays were only 4.5 percent of
GNP; by 1972 the percentage increased to 7.2 percent; and in 1977,
it reached 8.7 percent. Assuming no change in the delivery of
financing of the health care system, total health expenditures will
reach 9.1 percent of GNP in 1980, with total expenditures approximating
$230 billion.

Historically, the medical care price increases have exceeded the
increases in the total consumer price index. Between 1950 and 1976,
medical care prices increased 3.4 times while the CPI increased 2.4 times.

During 1976, charges for semi-private hospital rooms were the most
rapidly growing prices in the medical care sector, increasing 13 percent
over the previous year. The cost of an average hospital stay increased
from $311 in 1965 to $1,017 in 1975.

4. Should Encourage Desirable Changes in the Organization and Delivery
of Health Care Services and Promote More Individual Responsibility for
Health.

DISCUSSION:

Hospital expenditures account for just over 40 percent of all
national health dollars, while nearly 60 percent of public program
expenditures are devoted to hospital care. Every year institutional
services, i.e., those provided by hospitals and nursing homes, claim
an increasing share of the health care dollar.

The traditional use of the hospital as the locus for a high percentage
of acute illness has been a major contributor to health care cost escala-
tions. Such escalations are as much a function of the absence of more
appropriate and less costly alternatives to institutional care as other
contributing factors, such as, wage increase, technological advances and
overall economic inflation. Inappropriate utilization of costly hospital
services is further influenced by the general practice of health insurers
to provide higher benefits for hospital care than for home health care
or ambulatory services. Ninety one percent of the U.S. population have
some form of third party coverage for hospital care.

Moreover, it is a widely held assumption that if the health care
delivery system is improved the overall health care delivery system is
improved the overall health of those its serves will be enhanced. However,
over the past decade improvements in the delivery of medical care have -
demonstrated very little impact on health status even though expenditures
on health care today are four and a half times as much as that spent in
1960. The greatest potential for improving the health of the American
people may lie in investments outside the traditional medical care system,
for example, in creating incentives for individuals to improve their own
lifestyles and for promoting collective decisions to reduce environmental




In Additionl_ﬁational Health Policy Should be Consistent with
Following Objectives:

A. Promote maximumm increase in health status given limited resources;
Promote an acceptable quality of services;
Assure continuing competency of health care professionals;

Promote the availability of cost effective services on an
equitable basis;

Promote administrative and organizational efficiency;

Assist consumers in using health care services appropriately;

Encourage innovation and flexibility;

Redirect the health care system away from its current acute
care orientation;

Encourage a coordinated and continuous system of delivery;
Promote improved geographical distribution of services;

Encourage more rational distribution of personnel according to
specialty and geography;

Stimulate and reinforce cost containment activities;

Be responsive to local needs and conditions




BASIC PRINCIPLES AND RECOMMENDATIONS

I. Cost Containment

A strong cost containment program is an essential precursor to
a national health insurance system. A comprehensive cost control
strategy must be implemented immediately in order to prevent further
inflationary problems resulting from new financing and increased
demands on the delivery svstem.

A cost containment strategy should include, but not be limited
to, the rollowlng elements:

1. Hospital cost containment through prospective reimbursement
or incentive reimbursement reforms. The federal program should be
waived in any state that has a hospital cost containment system which
meets minimum ifederal Tequirements. rederal iunding snould be available
to encourage states to develop alternative hospital cost containment
programs.

2. Federal incentive payments to states to contain costs generated
by underutilization or inappropriate utilization of existing resources,
e.g., appropriateness review, decertification of facilities and services,
hospital mergers and closures.

3. Establishment of a nationwide, regional, and/or state limitation
on capital expenditures.

4. Promotion of more economically rational health plans with built-in
incentives for cost effectiveness, e.g., health maintenance organizations,
individual practice associations, health care alliances, and prepaid
group practices.

II. Population Eligibility

Enrollment in the national health insurance program should be universal
and mandatory.

III. Benefit Structure

A national health insurance program should provide coverage for
a broad, comprehensive package of services.

Preventive health services of known medical value and demonstrated
to be cost effective should also be covered.

Coverage should be equitable and uniform for the entire population.

The benefit package should encourage the utilization of lower-
cost, quality controlled substitutes and services which maintain
health.

Assuming that the benefit structure will be introduced on an
incremental basis, priority should be given to the following
benefits:

-- Protection to assure that no one's standard of living is
seriously impaired because of the consumption of medically
necessary, covered services.




-- Preventive health services, including diagnostic,
screening, immmization and health maintenance.

Limitations on coverage of long-term care services would be
appropriate. Long term care services which are strictly social
services in nature should not be covered under the benefit
structure.

IV. Finance

. Financing the public cost of delivering health care services under
NHI should be shared by the Federal government and States, with the States
being responsible for a substantial share of any increased costs which
result from factors under state control.

. All costs resulting from factors beyond the control of States should
be 100 percent federally financed.

. States should initially maintain current effort in financing
health services with subsequent equalization of burdens among States
based upon an appropriate formula.

. . State contributions must be predictable -- State contributions
rmust be adjusted downward if a state encounters an uncontrollable re-
duction in state revenues.

. Annual ceilings on costs should be set nationally and apolied
State by State, allowing for differential needs in different States.

. Federal financial participation with the States should be
prospective.

V. Administration

. Administrative authority under the national health insurance
program should be shared by Federal, State and local govermments. The
various administrative tasks of each level of government must be clearly
specified in the legislation.

. The Federal govermment should establish uniform national standards
where uniformity is required to assure equity or to achieve other objectives
and should set minimum standards in all other instances. Federal authority
should include monitoring powers and the authority to provide positive
and negative incentives:

-- To the extent practical, the Federal standards should be
specified in terms of performance objectives.

In case of continuing umsatisfactory performance by a
tate, the Federal government should have the authority

to assume the administrative functions for which the State

was found deficient.

. States should be allowed to use insurance carriers as profit or,
non-profit tiscal intermediaries.




VI. Reimbursement

Any NHI program should incorporate mechanisms to allow States
and local governments to develop innovative reimbursement programs within
federally established performance standards.

There should be Federal incentives for the establishment or
maintenance of rate-setting programs which meet Federal performance
standards.

. Reimbursement policies should encourage the development of
needad primary care services and the reduction of excess acute and insti-
tutional care ca pacity. Incentives for the closing of excess hospital
capacity and ceilings on capital expenditures should be included.

VII. Cost Sharing

If cost sharing (i.e., co-payments and deductibles) is mandated in
order to either help control utilizatlon of services or finance the program,
the mandate should be consistent with the following conditions:

. Cost sharing should not apply to low-income families and individuals.

. Cost sharing should be used only when the consumer has a major
part in making the decisions about utilization.

. Preventive services which are known to be effective should not
be subject to cost sharing.

VIII. Planning

. The focal point for health planning and regulation should be at
the state level.

. The Federal government should, with the input of state and local
governments, establish broad national planning goals and nrovide financial
and technical assistance to the states and localities toward meeting
those goals.

. Greater participation among state and local public elected officials
in the health planning process is necessary to ensure accountability of
decision-making.

IX. Manpower

Reimbursement mechanisms must be modified to encourage a more balanced
geographic and specialty distribution of physicians and health professionals.

. Special attention must be given to the adverse impact an excess
supply of physicians may have on utilization and costs.

. Greater flexibility in the utilization of allied health professionals
should be encouraged.




X. Other Principles

. The national health insurance program should encourage individuals
to take responsibility for maintaining their own healta and for controlling
cost. Smecific measures should include providing incentives for appropriate
use of health services by consumers and support of research to develop
rore effective tools for health education.

. A concern for commmity-wide public health programs must not be
overshadowed by th° neea for a nationwide program for medical care financing.
Feceral, statie and local governments must continue to ennance their
comm tment to public health efforts. The benefits that accrue from pre-
ventive programs, such as immunization or restoration of environmental
quality, will zar exceed those benefits in improved health which reasonably
can be expected from the medical care system.

. As a prelude to the enactment and implementation of a national
health insurance plan, the proper role of the federal government ought
to be one of immediate encouragement of state governments to make
adequate health care coverage more widely available, and at the same
time experiment with alternative approaches to such policy areas as__

financing, levels of coverage, administration, cost containment,
Cost ahar110 ahd TeImbUTSement. UVer Time and arter Systematic e"QIaatlon,

the federal government could narrow the range of acceptable approaches
“and variations to those that nave~ proven most horhaole and cost efficient !
wieil leLEHented by‘states. R SR s i i
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