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NATIONAL HEAT.TH INSURANCE PROPOSALS AND THEIR ALTERNATIVES

Introduction

For nearly 30 years, legislation has been introduced into the

United States Congress calling- for the enactment of a national health

insurance program for all Americans. During the Roosevelt Administra-.

tion of the 1930s, there was an unsuccessful attempt to include com-

pulsory health insurance protection as part of the new Social security

Program.

Many bills proposing various forms of national health insurance

have been introduced into Congress since that time. Of these many

proposals, the one that has come the closest to providing for the es-

tablishment of a compulsory health insurance program for all citizens

is! embodied in the Murray-Wagner-Dingell bills, a series of bills

named after their principal sponsors, Senators James E. Murray and

Robert F. Wagner, and Representative John Dingell. This proposal was

first introduced in 1943, and versions of it have been introduced into

each succeeding Congress.

President Harry S. Truman urged the enactment of a national health

insurance program such as the one contained in the Murray-Wagner-Dingell
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bills in three separate messages to Congress -- in 1945, 1947, and 1949.

Extensive hearings were held on these and other bills in the Senate,

the House, or both, in the years 1946-1949, but the establishment of

a national health ,insurance program received no further Congressional

action.

The Murray-Wagner-Dingell bills were omnibus proposals, containing

other programs in addition to health insurance, such as loans and grants

for health facilities, assistance for training health personnel, etc.

Various sections of these earlier bills have been incorporated into

health legislation enacted in the 1950s and 1960s. Since the late

1950s, proponents of national health insurance concentrated their at-

tention on the Medicare for the aged legislation, which was finally

enacted in 1965. Now, in a context of rising medical and hospital

costs and questions about our health services delivery system, a re-

newed effort on behalf of Federal legislation for a national health in-

surance program has been gaining momentum in Congress. Three separate

proposals for a national health insurance program have been introduced

into the 91st Congress.

In response to the increasing interest which has been focused4
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recently on this subject, this report discusses briefly some of the

major proposals for a national health insurance program. The report

also examines various plans which have been offered as alternatives

to Federally-enacted compulsory health insurance, such as tax credit

incentives for the purchase of private voluntary health insurance

policies.



NATIONAL HEALTH INSURANCE PROPOSALS AND THEIR ALTERNATIVES

The "Griffiths Bill"

Introduced into Congress on February 9, 1970 by Representative

Martha Griffiths, the "Griffiths Bill" (H.R. 15779) is cited as the

"National Health Insurance Act" and calls for the establishment of

a comprehensive. national health insurance program which would be fi-

nanced through arrangements similar to those used in the existing

Social Security program. VThe bill would relieve State and local

governments of health service tax burdens and would eliminate Medi-

care and Medicaid. As envisioned in H.R. 15779, a national health

insurance program would be designed not only to assure financial pro-

tection against the costs of illness, but also to change the actual

organization and delivery system of health and medical services. The

Federal Government would contract with medical groups to provide

health services under a set budget. If the cost: of providing ser-

vices is actually less than the amount stipulated in the contract, the

medical group would be rewarded for its efficiency through a cost sav-

ings which need not be refunded to the Government.

I Or
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COVERAGE

Protective coverage would be extended to every man, woman, and

child who has resided in the United States for one year or more, ex-

cept active-duty members of the Uniformed Services. There would be

no exclusions based on income, employment, or age Reciprocal

agreements with other countries would make it possible to provide

coverage for aliens residing temporarily in the U.S.

BENEFITS

The following benefits would be provided:

1) Comprehensive health services including diagnosis

and treatment of disease, physicians' services, pre-

ventive care and physical examinations, physical and

mental rehabilitation and therapy, specialists' ser-

vices including such things as surgery and psycho-

therapy.

2) Institutional benefits including hospitalization

without limit, ambulance services, skilled nursing

home care without limits, home health services

r

Imp



LAS 3

including homemaker services, care in mental and

tuberculosis hospitals.

3) Eye care including examinations and allowances

for eyeglasses and frames.

4) Comprehensive dental services to all children

under 16.

5) Allowances for prosthetic devices and durable

medical equipment.

6) Prescription drugs.

-The few benefits excluded under the bill apply to over-the-counter,

nonprescription drugs, dental services for adults, and custodial (as

differentiated from "skilled") nursing home care, "personal comfort

items", certain cosmetic surgery, etc.

FINANCING

The benefits of the National Health Insurance program would be fi-

nanced under the Social Security program according to the following

schedule of contributions:. employers - 3% of taxable payroll, em-

ployees -- 1% of,.payroll, Federal Government -- allocations from
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LRS- 4

general tax revenues to match the employers' share (3%) of contribu-

tions. Allowance is made for an employer to assume all or part of

his employees' share of contributions. The self-employed would pay

as they now do under Social Security. The poor and unemployed would

be exempt from contributions but entitled to all services. The

amounts allocated to the National Health Insurance program would be

deposited in a "Health Services Fund," which would be created on the

books of the Treasury Department.

An additional provision of the bill calls for a cost-sharing, or

services co-payment, by recipients of medical services. Certain co-

payment amounts (stipulated in the bill as $2 per visit) would be

charged to insured individuals utilizing certain health services such

as physicians' services, dental and home health services. Such co-

payment, however, could not exceed $50 per individual, or $100 per

family in any calendar year.

COST CONTROL AND PARTICIPATION BY THE PROVIDERS OF CARE

Effective cost control would be secured through Federal Govern-

ment contracting with "providers of care", under a prospective or
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negotiated basis. Rather than paying individual' physicians and den-

tists on the basis of "usual and customary" fees (as under the pres-

ent Medicare program), groups of physicians or dentists would be of-

ficially designated as the "providers of care" and would contract

with the Federal Government to provide medical services to insured

individuals on a prospective rate basis.

Groups designated as "providers of care" could include doctors or

dentists associated in group practice or solo practitioners organized

in their State and local medical societies. It would then be the re-

sponsibility of the group to pay individual doctors or dentists within

the framework of the negotiated budget. The group could decide to pay

individuals on a fee-for-service basis, on a salary basis, or by any

other method as long as the total amount budgeted in the contract was

not exceeded. If the cost of providing services is actually. less than

the amount stipulated in the contract, the group is rewarded for its

efficiency in that cost savings need not be refunded to the Govern-

ment.

Patients would have free choice of physicians and type of medical

-- ,-
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practice (solo or group) and physicians would be free to participate

or not to participate in the National Health Insurance program on

either a full-time or part-time basis. Agencies such as Home Health

agencies, institutions such as hospitals or skilled nursing homes,

and non-profit organizations such as medical foundations and certain

private insurance carriers (Blue Cross) would also be eligible to

participate in the program as' "providers of care."

The bill specifically emphasizes that no provisions of the act

should be construed to authorize Government interference in the clini-

cal practice of medicine or dentistry. However, it does require the

providers of care to establish certain administrative procedures and

a system of peer review to assure that beneficiaries receive care of

the highest quality.

ADMINISTRATION

The provisions of the bill would be administered through a Na-

tional Health Insurance Board consisting of 9 members, 6 of whom. would

be non-government people selected by the President as representatives

of labor, management, medical care organizations, and the providers of

moll
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health services. The remaining 3 members of the Board would be the

Secretary of Health, Education, and Welfare; the Under Secretary for

Health, and the Commissioner of Social Security, all ex officio.

The Board would administer the law through the establishment of

various health regions within the United States and the appointment

of rt gional administrators, who, in turn, would be responsible for

contracting for the Federal Government with the providers of care for

health services for all beneficiaries in their region. The Board would

uluo :rt standards and regulations applying to the providers of care

> t -":" ".. 'aprticipate in the program.

'.: " ..

vid

would be advised in regard to matters of general policy

- :tive utilization of services, and national capi-

}.h services by two advisory committees, to be

-Nh. ational Health Professions Council and the

. ' 2 'ncil. One Council would represent the pro-

U:- : (I represent the consumers.
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ADDITIONAL PROVISIONS

H.R. 15779 also includes the following provisions designed to

improve the health services delivery system:

1) Grants-in-aid are to be provided for the

planning and development of comprehensive

health delivery' systems.

2) Preference for grants and loans toward the

construction or remodeling of health facilities

under the Hill-Burton program would be given to

those comprehensive health plans undertaking a

total responsibility for providing, or for ar-

ranging for, the benefits covered br the bill.

3) Subsidized loans for the initial staffing

of comprehensive health delivery systems would

be provided.

4) A 5% bonus would be extended to any hospital,

medical or dental group which undertakes to pro-

vide, or arrange for, all benefits under the bill.

"
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The "Dingell Bill"

The "Dingell Bill" (H.R. 24) was introduced into Congress on

January 1, 1969, by Representative John Dingell of Michigan. The pur-

pose of the bill centers around the creation of a contributory pre-

paid health insurance program, using financing mechanisms similar to

the Social Security program to cover the major, costs of medical care.

The bill is designed to assist in helping to finance the costs of

medical care, and states that it is not designed to affect the prac-
tice of medicine or the doctor-patient relationship. The bill de-

clares that patients who are covered under the program will have com-

plete freedom to choose their own physician, and that physicians will

retain the right to accept or reject patients.

COVERAGE

Persons entitled to benefits under the proposed bill would include

those individuals entitled. to social security benefits and civil ser-

vice annuities, persons who received in wages or through self-employ-

ment at least $150 during the first four of the last six calendar

- 4
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quarters during the first twelve of the last fourteen quarters pre-

ceding the benefit year, and dependents of these persons. Indivi-

duals not automatically insured, including persons eligible for pub-

lic assistance, may be covered through payments made on their behalf

by public agencies. Federal grants to the States under the public

assistance titles would be made available for this purpose.

Although the "Dingell Bill" authorizes the undertaking of a

study to consider the incorporation of Medicare under the provisions

of the proposed national health insurance program, it is not specifi-

cally designed to replace the current Medicare program. However, in

the interim period, the bill does establish certain "coordinating pro-

visions" so that a person eligible under Medicare may turn to the na-

tional health insurance program for supplemental financial coverage of

certain health services, subject to limitations set by the National

Health Insurance Board responsible for administering the bill's pro-

visions.

The bill also specifies that individuals receiving certain bene-

fits under a Workmen's Compensation law would not be eligible for

T "!, IM tj, IWO R7'" JNR ', TIM, mpo ORR vpNor momme, MPIP, -rql "Or", or
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identical benefits under the National Health Insurance program, un-

less reimbursement arrangements were provided.

BENEFITS

Benefits provided under the bill would include the following:

1) Medical services including preventive, diag-

nostic, and therapeutic care; periodic medical

examinations; services of specialists, dental

services.

2) Home nursing services.

3) Hospital services including hospitalization,

nursing services,physician's services, laboratory,

ambulance, and other services in connection with

hospitalization for a maximum period of 60 days

in any benefit year.

4) Auxiliary services including laboratory ser-

vices, physical therapy, services of optometrists

and chiropodists, unusually expensive prescription

drugs, eyeglasses and special medical appliances.

i
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5) Other services which could be added if con-

sidered practicable and essential to good health

care.

Services excluded from benefits under this program- would apply to

hospitalization in a mental, nervous disease, or tuberculosis hospital,

or hospitalizations for more than 30 days following the diagnosis of

TB or psychosis. The number of days of hospitalization could be in-

creased for any benefit year if it were determined that adequate fi-

nances and facilities were available to cover such an increase.

The bill also provides for a survey of the health resources,man-

power, and needs of each State. If it is. found that personnel, facili-

ties, or available funds are inadequate to provide all services in-

cluded as dental, home-nursing, or .auxiliary services regulations may

limit, for a specified period of time, the services provided as bene-

fits.

FINANCING

Since the "Dingell Bill" purports to be a health measure rather
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than a tax measure, the exact methods of financing were not specified

in the proposal. However, the bill is drafted in such a way that it

seems to suggest that the revenues would come, in the main, from pay-

roll taxes. Representative Dingell recommends that a separate "Per-

sonal Health Services Account" be created within the Treasury Depart-

ment to absorb the necessary funds appropriated to carryout the pro-

visions of a national health insurance program.

The bill adopts as its policy the principal that "Persons and

their dependents who are insured under the provisions of the Act shall

pay for its benefits in proportion to their incomes, and shall, there-

fore, receive its benefits as a right and not as charity." Sums ap-

propriated to the Account would include an amount equal to 3% of all

taxable wages (excluding any amounts in excess of $6,600) estimated to

be received in any fiscal year.

The Account would also be supplied with additional sums equal to

the estimated cost of furnishing dental care and home nursing services

to beneficiaries, in amounts ranging from } of 1% to 1% of all wages.

(Any further amounts required to carry out the provisions of the Act

717 - I - - I - -, "I' - 1 17; - 5-Mil'"m""m R TIVI-M!"llow" -17- . - qrr F
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are also authorized.) An amount equal to 1% of estimated annual wages

would be appropriated and used to establish a reserve for emergency

purposes, such as special demands arising in epidemics, disasters, etc.

For the fiscal years 1970, 1971, and 1972, the Board would allot

to the States 90% of the funds in the Account and thereafter 95% for

each fiscal year. Allotments would be based on: 1) population, 2)

professional and other personnel, hospitals, and other facilities to

be available in the States in the provision of services, 3) the cost

of reasonable and equitable compensation to such facilities and per-

sonnel. The allotments would also be designed to increase the ade-

quacy of services where personnel and facilities are below the na-

tional average. The remaining 10% or 5%, whatever the case, would be

alloted from time to time where other allotments proved to be insuffi-

cient.

ADMINISTRATION

Administration of the benefits provided under the bill would be

decentralized as much as possible to allow for local administrative re-

sponsibility. A National Health Insurance Board would be established

MWR.- RI"- I IRl IM ' " T9 1I !P.T
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in the Department of Health, Education, and Welfare to administer

general provisions of the bill. A National Medical Advisory Policy

Council would also be created to advise the Board on matters of gen-

eral policy and administration in connection with the making of regu-

lations, setting of standards, and performance of other duties.

Local health-service areas would be established and provided with

a local administrative agency which would be responsible for arranging

for the furnishing of services in its area, dissemination of informa-

tion to the public about available services, maintaining of relation-

ships with the providers of service, adjustment of any complaints

which may arise concerning the administration of the Act, etc. Local

administrative committees, advisory committees, and professional com-

mittees would also be created to assist and advise on policy matters,

technical, medical and health resource questions, etc.

Each State would be required to submit a State-wide plan of op-

erations which would include the following:

1) Designation of a sole agency for State-wide

administration.

'r,"W"I".107 Im"110111, 0" ,"mr9
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2) Provision for a State advisory committee of

persons far4liar with the State's health needs

in urban and rural areas.

3) Provision for decentralized administration

including the designation of local health-ser-

vice areas.

4) Establishment of personnel standards on a

merit basis.

5) Survey of the needs. and resources of the

State, including a program to maximize these

resources.

6) Provision for reports to the National Health

Insurance Board.

7) Provision for the safeguard and proper use

of Federal funds.

8) Provision for cooperation among other public

agencies with programs related to the purposes of

the Act.
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The "Javits Bill"

On April 14, 1970, Senator Jacob Javits of New York introduced

into the Senate a bill entitled. the "National Health Insurance and

Health Improvements Act of 1970". The "Javits Bill" (S. 3711) would

create a nation-wide health insurance program by extending the exist-

ing program of health insurance for the aged, commonly known as medi-

care (title XVIII of the Social Security Act).

Senator Javits' interest in a national health insurance program

can be traced back to as early as 1949, when he introduced into the

81st Congress a bill for national health insurance which was cospon-

sored by then Congressman, now President, Richard M. Nixon. The cur-

rent "Javits Bill" contains many provisions similar to legislation on

behalf of a state-wide health insurance program presented in past years

by Governor Nelson Rockefeller before the New York State Legislature.

Senator Javits' plan also incorporates several proposals for a national

health insurance program which were recommended by the Committee on

Human Resources at the National Governors' Conference in August 1969.

m r R!po PRMR ,P Mf:", P"TPOMPOR", I'm MT '""Pol -191P "IPRI IM I
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Senator Javits has emphasized that the private enterprise sys-

tem would play a significant role in his national health insurance

program. However, the bill does encourage certain basic organiza-

tional changes in the presently existing health care system. These

changes would be accomplished through a variety of administrative ar-

rangements entered into between the federal Government and various

"comprehensive health service systems," such as prepaid group prac-

tice, one or more providers of health services, private health in-

surance carriers, etc.

COVE AGE

The proposed legislation would provide for coverage for basic

health insurance benefits to virtually "all resident citizens of the

United States, without regard to age." Title XVIII of the Social Se-

Entitlement would be established for the disabled, widows aged 60 and

over, widowers aged 62 and over.

According to the "Javits Bill", the Social Security Act would
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he further amended by adding a new title XX which would establish a

health benefits program for all persons not otherwise protected under

the revised title XVIII program. ;overage under this program would

extend to all resident citizens of the United States and all aliens

lawfully admitted for permanent residence.

Senator Javits has stated that "such a massive expansion of

health insurance coverage cannot be imposed immediately upon our

health care system." Thus, he has stipulated in the hill that cer-

tain limitations on coverage may be necessary during the early phases

of the program. The first groups to be included for coverage in such

an event would be the disabled, the unemployed and the poor.

BENEFITS

Senator Javits has indicated that the scope of benefits now

available under the title XVIII health insurance program would be con-

tinued and would remain subject to existing coinsurance and deductibles.

However, the title XVIII program would he broadened to include the fel-

lowing new benefits:
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1) Coverage for certain long-term maintenance

drugs subject to a $1 copayment by benefici-

aries; to become available July, 1973.

2) Coverage of costs up to $75 for annual physi-

cal examinations, including eye and ear exami-

nations; diagnostic, x-ray, and laboratory

tests for the detection.and prevention of dis-

ease; physicians' services in connection with

examinations. Benefits would become available

July 1974, and would not be subject to deduc-

tible provisions now applicable to the title

XVIII, Part B program.

3) Coverage of routine dental services for chil-

dren under 8 years of age, including benefits

for examination and diagnosis, oral prophylasis,

the filling and removal of teeth; to become avail-

able July 1974, and not subject to deductibles.

Effective July 1971 for the aged and disabled, and July 1973 for the

RIF P'" 0- -- 99, M -- RIPM,



LIS-21

general public, the Javits' national health insurance program would

provide the following benefits many of which are now in existence

under the medicare program:

1) Hospitalization for up to 90 days in semi-

private accomodations in any participating

general care, tuberculosis, or psychiatric

hospital.

2) Hospital services including nursing care,

operating room costs, ambulance service,

hospital-supplied drugs, laboratory tests,

x-ray and radiology service, medical supplies

and appliances, medical social services.

3) Skilled nursing home care

4) 100 home health visits per year following a

hospitalization, including such services as

part-time nursing care, physical, occupational

or speech therapy, part-time services of home

health aides, certain medical supplies and so-

cial services. Benefits under this section

would also apply to individuals who have not

.
,... 
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been hospitalized but are confined at home

and are under a physician's care.

5) Professional services provided in a hospital,

office, extended care facility, home, or clinic

by physicians, osteopaths, podiatrists, dental

surgeons.

6) Outpatient hospital benefits including labora-

tory tests, x-rays, emergency room services,

certain medical supplies and equipment.

FINANCING

In introducing his proposal for a national health insurance pro-

gram, Senator Javits stated that the program is "self-financed in the

main, and insofar as it is not self-financed...requires a resort to

general revenues." It is further anticipated by Senator Javits that

the program will cover "approximately 80 percent of the costs of per-

sonal health services" for all Americans.

The financial resources with which the program would operate

would be largely derived from payroll deductions from the taxable

M
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earnings of employers, employees, and the self-employed. The Inter-

nal i evenue Cede would be amended to raise the taxable earnings base

for health insurance purposes from the current $7800 to $15,000 per

annum for all employees and self-employed individuals. No ceilings

are placed on wages with respect to taxes paid by the employer. The

tax rate for contributions (shown below) would be applied equally to

employers, employees, and the self-employed:

Calendar Self-
Years Employers Employees Employed

19Tl 0.7 percent 0.7 percent 0.7 percent

1972 0.9 " 0.9 0.9 "

1973 2.0 " 2.0 it2.0 "

1974 3.1 3. 3.1 "

1975 and 3.3 " 3.3 t' 3.3 "r
thereafter

Certain categories of employees and employers formerly excluded

from taxing provisions used to finance present benefits under medicare

would be included under the taxing mechanism for the new health in-

surance program. The additional categories of employees to be included

are individuals engaged in family employment, Federal, State, and local

Government employees, individuals in the employ of registered subversive

w qqopt W~r 
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organizations. Employers of the individuals in the above-mentioned

categories would also be taxed for health insurance with the excep-

tion of State and local Governments and churches and religious orders.

Senator Javits points to one final group of individuals who

would be excluded from the health insurance tax:

Extremely important in the scheme of my bill
is the exclusion from the imposition of the
tax of groups which have contracted with the
Secretary of Health, Education, and "elfare
to provide health services equivalent to the
benefits provided under the bill and to en-
courage rational organization of health care
services. That is a very important point and
ties in the bill directly to the working pri-
vate enterprise system..!

In addition to funds derived from the payroll tax mechanism, the

health insurance program would also be financed through appropriations

from general Federal revenues in an amount equal to 50 percent of the

total payroll contributions. All funds for the benefits and adminis-

tration of the health insurance program would be deposited in the

Federal Health Insurance Trust Fund, which would consist of two sepa-

rate accounts -- the "General Account" for the elderly and the "Spe-

cial Account" for all individuals under 65. If total amounts deposited

1/ Senator Jacob Javits, "S.3711 -Introduction of a hill to establish a
system-of national health insurance." Congressional Record 116: S 5646,
April 14, 1970.
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annually in the Trust Fund should prove to be less than the esti-

mated annual costs of the health insurance program, then the Secre-

tary of Health, Education, and 'welfare would be responsible for ap-

portioning funds between the two accounts, with the cost needs of

the "General Account" taking precedence over those of the "Special

Account."

PROVIDERS OF SERVICE

The national health insurance program introduced by Senator

Javits would have far-reaching effects on not only the providers of

health services but also upon the organization of the health care

system itself. Under the "Javits Bill," the Secretary of Health,

Education and welfare would be instructed to undertake a study of thee

methods of compensation to be used for the providers of services. Vari-

ous organizations and interested individuals, including providers and

consumers of health services, private health insurance carriers, etc.,

would be solicited for their views regarding alternative forms of com-

pensation such as negotiated charges, capitation payments, annual

budgets, salaries, fee schedules, etc. Intil the study is completed

and a final decision reached regarding methods of payment, reimbursement

---
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for services is to be based on "appropriate and reasonable, charges."

Consideration would also be given to the feasibility of dele-

gating administrative responsibility for compensation to State and

local medical societies. Medical societies would also be encouraged

to establish regular "peer review" as a means fior considering orga-

nizational approaches designed to improve the quality of medical care.

Physicians and surgeons acting as providers of services would be re-

quired to meet certain standards of continuing professional education,

national minimum standards of licensure, and certain professional

specialty board requirements.

The national health insurance program envisioned by Senator

Javits also proposes the development of "comprehensive health ser-

vice systems" as a means for improving the efficiency, quality, and

accessibility of health services. The Secretary of Health, Education,

and Welfare is authorized under the bill to contract with various

"comprehensive health service systems" for the provision of basic

benefits guaranteed under the revised health insurance program. Vari-

ous methods of reimbursement would be used to pay for benefits provided

by such systems, including payment based on the "reasonable costs" for

"
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health services or on periodically pre-determined capitation amounts

for each insured individual enrolled in the system.

A "comprehensive health service system" could consist of a pre-

paid group practice arrangement (in a clinic, hospital, medical

school, etc.), one or more providers of services, health insurance

carriers, .or a combination of any of these arrangements, whether pri-

vate, profit or non-profit in nature. The development of "comprehen-

sive health service systems" would be encouraged through Government

loans and grants towards the cost of the initial organization and

first 5 years of operation and administration of approved systems.

Incentive payments would also be provided to systems which demon-

strated a reduction of health service costs without impairment of

services.

"Comprehensive health service systems" would be required to meet

several criteria, including development of preventive health care

programs, training and employment of allied health personnel, orga-

nization in a . manner consistent with the State's overall comprehen-

sive health care plans, submission of annual reports, provision for

7""'," 7 'IFT, MITMTFT"n 1w,

Ol "



LiS-28

utilization and cost control procedures, etc.

ADMINI ST RATION

Overall administrative responsibility for the program at the

Federal level would be centered in the Department of Health, Edu-

cation, and Welfare. However, by entering into contracts for the

provision of benefits through "comprehensive health service systems,"

the Secretary of Health, Education, and Welfare would be delegating

much of the administrative work involved in the program to the pri-

vate sector. Special provisions in the "Javits' Bill" allow the

Secretary to enter-into agreements with any State for administration

of the health insurance programs within the State's territory. State

Governments would be reimbursed by the Secretary for any costs encoun-

tered in administration of the program.

Under a special option written into the national health insurance

program, employers may continue to provide a basic health care-benefit

program for their employees in lieu of the Government program. If the

program offered by the employer meets certain criteria (including a

provision that at least 75 percent of the cost be met by the employer),
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then both employer and employees participating in such a plan would

be exempt from the national health insurance tax.

If private health insurance carriers of other organizations prove

to be unwilling or unable to assume responsibility for administering

the program, then the Secretary of HEW is authorized to establish and

contract with various National Health Insurance Corporations. These

Federally chartered health insurance corporations would operate as

agents of the Government under the guidance of the Secretary. Such

autonomous corporations could be set up to serve in areas where pri-

vate insurance carriers were reluctant to operate.

Wrl - , 1, -! = !" ,- M-P . . T,
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Proposal of the Committee for National Health Insurance (the "Reuther

Plan")

Significant recommendations in regard to a national health in-

surance program have been offered by the Committee for National Health

Insurance (CNHI), an organization founded by Mr. Walter Reuther,

President of the United Automobile Workers. Senator Edward Kennedy

of Massachusetts, a member of the Committee, has indicated his inter-

est in supporting legislation incorporating the principles for a na-

tional health insurance program as outlined by the CNHI. The program

suggested by the Committee for National Health Insurance is popularly

referred to as the "Reuther Plan" and would call for the creation,

through Federal legislation, of a universal, nation-wide system of

pre-payment health insurance to be operated as an integral part of the

national social insurance system of Social Security (OASDHI).

Through the creation of a national health insurance program,CNHI

hopes to achieve not only adequate health and medical protection for

the entire population but also a basic restructuring of the health-

care delivery system in order to help assure the availability of
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services, not merely to pay when they are rendered. In rebuttal. to

those individuals who argue that changes in the delivery system must

precede changes in the financial mechanism, Mr. Reuther states that

the Committee for National Health Insurance is "acting in the belief

that a system of national health insurance is the only effective ins-

trument by which we can gain access to the economic leverages that

are essential for making basic changes in the delivery system."

The proposals of the Committee for National Health Insurance have

not, at the present. time, been incorporated into definite legislative

form, since details of the program are still being worked out. How-

ever, the organization has drafted a series of broad specifications

which it would like to see embodied in future legislation.

COVERAGE

Under the "Reuther Plan", population coverage and eligibility

for benefits would be as nearly "universal" as possible to spread the

risk over the broadest possible base. The primary requirement for eli-

gibility would be residency-in the United States. Certain exclusions

could apply to groups beyond the reach of payroll and related taxes

w
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but not merely because a group was also eligible for services under

the programs which will continue into the future. The Committee fur-

ther states that there should be "equal opportunity for access to the

services by all persons, and without avoidable limitations dictated

by geographical boundaries or by variations in state and local re-

sources."

The Committee for National Health Insurance also recommends that

the development of a national health insurance program should involve

the absorption of many public tax-supported health programs such as

Medicare, Medicaid, military medicare for civilian dependents of armed

!forces personnel, etc. In discussing the relationship between a na-

tional health insurance program and other public and private health

programs, I.S. Falk, an authority in the field. of health insurance and

consultant to the CNHI notes:

Which programs should persist -- temporarily or
permanently -- as collateral programs, and which
ones should be absorbed into N.H.I., would in-
volve inspections program by program. Account
has to be taken of many factors, including con-
sideration of the' pace at which the N.H.I. pro-
gram moves toward its comprehensive maturation...
In each case, persistence of an existing program
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should be provided for so long, and only to.
the extent, that the N.H.I. services (bene-
fits) are narrower than those available under
the existing categorical program... . How-
ever, all persons eligible for service under
these persisting programs ...... sbppld be
eligible for services under N.H.I.'

Among the highly specialized, limited, and categorical public programs

which Falk does not feel could be absorbed into a national health in-

surance program are the medical care programs for the uniformed per-

sonnel of the armed forces, .the hospital program of the Veterans Ad-

ministration, the special area-delimited programs for Indians, Eskimos,

and other wards of the Federal Government, the marine, and other hos-

pital programs of the Public Health Service, the intramural health

and medical care provisions of schools,custodial, and correctional in-

stitutions, and perhaps others.

BENEFITS

Benefits available through the national health insurance program

described by CNHI would extend to the entire range of services required

or useful for the maintenance of personal health, including the follow-

ing:

1) Necessary care and treatment of mental and

2! I. S. '1k, "romprehens I ve Nat 'na I le; I th Ins;rance." Cfngress i na I
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physical illness, disease, or injury including

preventive care

2) Outpatient and inpatient hospital care and

services

3) Medical rehabilitation

4) Services of physicians, dentists,specialists,

nurses, and other categories of professional,

technical, and supporting health personnel

5) Nursing home care, home health services

6) Prescribed medicines and appliances, including

eyeglasses, hearing aids, .etc.

Subscribing to the proposition that keeping people well is cheaper

than making them well, CNHI emphasizes the need for"easy and early ac-

cess to medical care, in order to improve the potential capacity of the

health professions to. prevent disease which is preventable and to con-

trol the progressive development of disease and disability that cannot

yet be prevented."

Any limitations on the scope of available services due to possible
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inadequacies in personnel, facilities or in organizational patterns

should be held to a minimum and regarded as temporary compromises

subject to future elimination toward the desired goal.of totally com-

prehensive health and medical services. Supporters of the "Reuther

Plan" feel that a national health insurance program which pays for

"appropriate alternative care" to hospitalization could counteract

the syndrome of "overutilization" and would encourage not only the

construction of less expensive medical care institutions (nursing

homes, etc.) but also the more extensive development of outpatient

and ambulatory facilities and home health services. The CNHI fur-

ther indicates that if "staging of benefits is unavoidable, as far as

it is practical, priority should be given to ambulatory over inpatient

services, and to primary care over referral and specialty services."

FINANCING

Financing for the program would be based on the "mechanisms which

are now well-developed and time-tested in the financing of the national

social insurance system of Social Security, utilizing the Treasury De-

partment and Trust Fund procedures." There would be arrangements for

- contributions from employers, employees, and self-employed persons,

15 777
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and general tax revenues,tentatively based on a schedule calling for

2/3s of the fiscal resources to be derived from payroll taxes and

1/3 from Federal tax revenues. State and local governments would..not

be required to participate in financing the program. The financing

mechanism suggested by CNHI is, in its view, "total, adequate, equit-

able, and assured" and would preclude any financial barriers such as

deductibles, coinsurance, etc., in order to encourage ready access to

needed care.

The broad objective is that "services shall be available without

direct charges or costs at the time the services are needed or utilized.""

With respect to some aspects of dental care, treatment in mental insti-.

tutions, eyeglasses and drugs, it might prove necessary to exert fis-

cal controls through certain charges.

The "Reuther Plan" would continue to permit employers to assume

all or part of the employees' portion of contributions. Funds from ap-

propriate Government agencies would be allocated for those special

population groups (the poor and marginally employed) who are not covered

automatically through the employer/employee financing mechanism.
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By way of comment on the total costs of such a health insurance

program, the Committee makes the following statement:

We are well .aware that the program we envisage
would involve large sums. Most of the cost,
however, would be only a rechanneling of what
is already being spent -- much of it being
spent badly, wastefully and ineffectively
whether from private or from public funds; the
total cost would be well within the means of
our large national economic capacity.3r

PARTICIPATION OF PROVIDERS OF HEALTH SERVICES

Providers of health services (physicians, dentists,specialists,

allied health personnel, etc.) would be encouraged to participate in

the national health insurance program through a system of organized

health teams or groups capable of providing comprehensive and con-

tinning health care. Through this designation of health teams or

groups as the "principle" providers of health care, the Committee for

National Health Insurance recommends a substantial restructuring of

the health care delivery system and organization. Financial and other

incentives would be employed to encourage the development and organiza-

tion of health teams, with compensation based on comprehensive capita-

tion payments as an alternative to the traditional fee-for service

3/ Iid., pg. S 13167
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However, independent (noninstitutional) physicians and other pro-

viders would be allowed to choose among fee-for-service, capitation,

salary and other methods of compensation. Hospitals would also be

eligible for incentive payments to meet the costs of providing bases

for health care teams and would be rewarded by 'a share in the "cost-

savings" resulting from efficient use of facilities and personnel.

For individual providers of care (physicians, etc.), state licen-

sure would be the minimum requirement for participation, although Fed-

eral standards would be applied wherever State licensure requirements

were significantly lower or entirely lacking. The Committee further

recommends a form of peer medical review and consumer participation

through advisory councils.

According to one observer of the CNHI proposals, "Doctors and hos-

pitals would be paid directly by the insurance system. 'The methods

of payment have to start with the status quo...but NHI should include

incentives for the development of a more desirable system.' Eventually

the system should move away from 'fractionated fee-for-service payments'
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and toward 'hospital affiliated or hospital-based medical groups, in

order to stimulate better organization within and between institu-

4/
tions.'~ Rather than "unlimited full reimbursement of production

costs (as under Medicare)", methods and rates of payment to hospitals

and other institutions would proceed along statutory guidelines based

on maximum rates for operation and capital- costs, capitation rates,

etc., to discourage "unavoidable excalation of cost."

ADMINISTRATION

Three broad levels of administration would be developed to share

responsibility for the national health insurance program. At the

national level, the Office of National Health Insurance Administration

would be established under the jurisdiction of the Secretary of Health,

Education, and Welfare. A National Advisory Council, representing con-

sumers and providers of health care and also certain national "repre-

sentatives-at-large," would advise the Office 'of the NHI Administrator

on matters of general policy, operations, planning, regulations, etc.

I.S. Falk makes the following point in discussing the administra-

tive procedures involved in a national health insurance program:

4/ F rwin Knol , "The Coming Strugqle for Nat irnal Hfealth Insitranre."
The Progrpss ili 33: 31, Docedmwr, 1%0
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The system should involve the Social Security Ad-
ministration for the contractual arrangements to
ensure the availability and financing of the bene-
fits; and the Health Services and Mental Health
Administration for those medical aspects concerned
with medical care criteria standards, professional
relations, and priorities. In effecting arrange-
ments for the availability of services,the national
administration should be free to utilize -- as
national or regional agents-- state and private agen-
cies qualified for negotiations concerned with ser-
vice benefits; and providers would be equally free
to be represented by agents of their own choosing.

Regional, State and local administrative levels would function as

agents of NHI and would also be provided with advisory councils with

functions corresponding to those of the National Council. With regard

to what role private insurance carriers might be expected to have under

the system proposed by CNHI, Falk indicates:

It is assumed that private insurance which applies
to services or costs which are -- or come to be -
included in the benefits of NHI will terminate,
but that such insurance may persist with respect
to services and costs that are not included -- and
for so long as they are not included -- in an evol-
ving NHI program. To what extent and with what
functions the private insurance carriers partici-
pate as administrative agents of NHI should depend
upon conclusions yet to be reached with respect to
the structure of the NHI benefits and administra-
tive systems and their needs. '

5/ Falk, C ressi'nal Recor d 115: S 13167, October 23,. V)69.
6/ I.S. Falk, "Boye'nd Medicare." American Journal of public Health 9:

613, April, 1969.
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The Proposal of Representative Durward Hall

A number of legislators and other prominent public figures have

responded to the growing financial crisis in the costs of medical

care by offering suggestions for Federal legislation which would be

designed to assist Americans in meeting the costs of medical care,

but at the same time, would not involve Government restructuring of

the health care delivery system. One of the suggestions falling into

this category of limited Federal involvement is the proposal of Rep-

resentative Durward Hall, a Congressman from Missouri, who is also -a
practicing physician.

Representative Hall has recommended a "new two-part program --

not within the Social Security system but doing away with Medicaid

and creating a whole new category." Under the first part of Repre-

sentative Hall's proposal, Medicaid would be replaced by a new pro-

gram calling for Government purchase of health insurance policies for

those individuals now eligible for Title 19 (Medicaid) benefits cov-

erage. The second part of Representative Hall's proposal would be

11 1 ', 97' qo 7- -- -11, .1 - I - - - -- - -- 11061,
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implemented at a later "unspecified date" and would involve Federal

subsidy for "protection against economic catastrophic-type illness,"

when any individual or family's health care costs "exceeds a certain

percentage of the family income."

What information is available concerning Representative Hall's

proposal is mainly in the form of speeches. According to a spokes-

man on the Congressman's staff, Representative Hall has not, at the

present time, drafted his proposal into legislative bill form. There-

fore, our discussion of his program will utilize data available from

his speeches and will also refer to various reviews of Representative

Hall's proposal which have appeared in the press.

COVERAGE

Under Part I of Representative Hall's proposal, only Title 19

eligible recipients (those now eligible for Medicaid) would be cove;

ered. In considering the base level of individual eligibility for a

free health insurance voucher under Part I of his program, Represen-

tative Hall has suggested:

This is a critical decision that could be decided

Mr-l"O"77''T
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on the same basis as that used in the Hill-Burton
program, where the Federal share is determined by
the per capita wealth of a state, as compared to
the national per capita wealth. Perhaps the aver-
age eligibility figure will be in the neighborhood
of say $3,000 or $3,200, where New York with a high
cost of living pegged at say $4500 for a family of
four, and in the case of some of the poorer States
where living is cheaper, the figure could be $2600.

Part II of Representative Hall's program concerns itself with

those Americans who may be financially able to purchase their own

insurance policies but who might need Federal financial assistance in

the event of "catastrophic illness." Eligibility for assistance under

Part II would be determined after "an individual or family expended a

percentage of his or their annual income, and after having exhausted

the benefits of their health insurance coverage." From a "pool of

funds" obtained from Federal Government revenues, the Social Security

Administration would reimburse "90% of the medical expenses" of indi-

viduals or families needing help in the event of a catastrophic ill-

ness, when their medical expenses exceeded the larger of "A. $5000 --

whether or not derived from health insurance; B. or 25% of the gross

income of the individual and- his dependents."

7/ Rep. )u rw rd G. i!; I1, "New Conc(ept in Health Care." C nfgressifonalI
ecor 115: .E0520, November 12, 1969,
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In regard to protective coverage for individuals now eligible

for benefits, under Medicare, Representative Hall has recommended cer-

tain extended provisions:

For persons aged 65 and over, because they have
Medicare protection, the proposal would apply to
medical expenses actually paid by the individual
in excess of the larger of 1. 25% of the gross
income o the individual and his dependents 2. or
$1000.

BENEFITS

Representative Hall's proposal appears to indicate that Congress

would need to define "certain specified basic health protection" as a

standard minimum which -all private health insurance plans selected by

the Federal Government for Part I eligible persons would be required

to provide. Representative Hall has also noted that under Part II of

his program, "catastrophic-type illness" would need to be carefully

defined by the Congress. He offers an example of what might be con-

sidered "catastrophic illness" not by disease category, but by way of

expenditure: "Whenever an individual or a family is forced by health

reasons to exhaust their life savings, or to mortgage their home, then

help is needed, even if it has to be from their Government."

I/ fep. Durward G. Hall, "Comments before the House Cmmittee ',n 'avs
and Means, " News Release, pg. 2, March 11, 1970.
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FINANCING

The first part of Representative Hall's program would involve

Federal and State Governments in a cost-sharing arrangement; the

second part covering "catastrophic illness" would be financed through

Federal revenues. Both parts of Representative Hall's program envi-

sion Government's role primarily as that of a funding party with pri-

vate insurance "carriers or similar organizations having an independent

fiscal and administrative responsibility."

In regard to the financing mechanism that would be used under

Part I of his program, Representative Hall has stated:

The average cost, per person served by Medicaid,
is in the neighborhood of $400 annually. This
figure is arrived at, by dividing the total num-
ber of people covered, (10.2 million) into the
amount of money spent annually, $4.5 billion in-
cluding $2.6 billion by the Federal Government.
Since these individuals are unable to provide
their own health insurance policy, I have pro-
posed previously to this committee, that the Fed-
eral Government purchase a policy for them. This
policy would be purchased by the Government from
the existing private insurance companies. To keep
the Federal-State relationship, the two would con-
tinue to share in the cost. The Federal payment
would provide about 85% of the average $400 annual
health care expense. The State would assume the

.,.
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the balance, or about 15%. It should be explained,
that the State's share on the average would provide
for the financially devastating, but rare expenses
of the so-called catastrophic cases (injury as well
as disease).2/

For those individuals and families who are financially able to pur-

chase their own insurance policies but who, would be eligible for pro-

tective coverage under Part II of his program, Representative Hall -has
suggested:

Friends of mine who are actuaries for private in-
surance companies have told me that the average
quality health insurance policy gives protection
up to about $5000. To finance the inclusion of
these individuals I would suggest that the follow-
ing rules be adopted: 1. All who contribute to So-
cial Security would pay .4% on taxable earnings.
2. All. others, ,with salaries or earnings, would pay
on their income tax. return .4% of such earnings
(this would cover Federal employees.) 3. All per-
sons with gross non-earned income in excess of $2000
would pay on their income tax return ., 4% of such
earnings, with the provisonthat no one individual
would pay more in total than .4% times the m-iMnum
taxable earnings base under Social Security.-.-

PARTICIPATION OF PROVIDERS OF HEALTH SERVICES

The two-part program outlined by Representative Hall is intended

primarily to assist certain groups of "medically needy" individuals

9/ Jbid.
1LTin.
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and families in financing the costs of :dical care. His proposal

appears to contain no provisions which would alter the existing

health care delivery system or affect the traditional doctor-patient

relationship. It can be assumed that providers of health services

(doctors, hospitals, etc.) would participate in the program in -much

the same way as they now do under Medicare and Medicaid. However,

the proposal does contain the following statement in regard to par-

ticipation by providers of health services:

Regarding the bad publicity surrounding Medicare
and Medicaid, it is obvious that a mechanism must
be placed in the law that will give the Govern-
ment the right to suspend or separate the bad
apples from the program whether they be medical
doctors, nursing homes, or hospitals. I would
also suggest that Peer Review be compelled under
the law. ii

ADMINISTRATION

Federal Government involvement would be limited to the area of

financing and defining of minimum policy benefits. State Governments,

as mentioned before, would share in the fiscal responsibility for Part
I of Representative Hall's program, and would also be responsible for

approving the private and non-profit insurance carriers eligible to

Will Rpl go- OF p", T lr7 7-
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participate under Part I. Cost controls, an integral part of many

of the national health insurance plans discussed in previous sec-

tions of this report, have not been mentioned by Representative Hall

in his proposal. Private and non-profit insurance carriers would

continue to have an independent administrative responsibility.
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"Medicredit" - the proposal of the American Medical Association

Conspicuous among the numerous organizations and individuals pro-

posing answers to the nation's "health care crisis" is the American

Medical Association, a professional organization representing approxi-

mately 218,000 physicians throughout the United States. The AMA has

launched a campaign designed to achieve Federal enactment of a "sys-

tem of voluntary health insurance financed in whole or in part by in-

come tax. credits."

The current AMA proposal is termed "Medicredit" and has been dis-

cussed in hearings before the House Committee on Ways and Means,

November, 1969, following the testimony of Dr. Russell B. Roth,

Speaker of the AMA House of Delegates. The AMA refers to "Medicredit"

as a "flexible program which would assure every individual and family --

no matter how limited their financial resources -- of adegqiate. health

protection."

In the course of his testimony, Dr. Roth submitted a copy of an

AMA-drafted bill entitled the "Health Insuranze Assistance Act of 1969,"
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which presented in legislative form the specific details of the "Medi-

credit" proposal. The AMA apparently is encouraging enactment of the

"Medicredit" plan in order to see the Federal Government help defray

the costs of voluntary private health insurance through a system of

graduated income tax credits based on an individual' s annual tax lia-

bility.

Dr. Roth explained that the "Medicredit" plan would work as fol-

lows:

A taxpayer could take as a credit against the amount
of income tax owed to the Federal Government, all or
part of their cost for comprehensive health coverage.
Persons or families with a lower tax liability (usu-
ally reflecting lower income or more dependents and
allowable expenses) would receive a greater tax credit.L '

(See table on page 57)

In effect, Dr. Roth testified, a person's federal tax liability would

act as an index as to what share of the cost of his health insurance

premium would be borne by the Federal Government and how much would be

paid by the individual.

The AMA plan also provides for Government issuance of free "medi-

care care vouchers" or certificates to individuals in the lowest 30%

income ranges (approximately 30% of the population) with little or no

2, Testimony of Dr. iussell B. Roth in Social See;irity and 'Welfare Pro-
posals. Hearings before the Committee on Ways and Means, House of
Representatives, 91st Congress, Second Session, Part 5 of 7, pg. 1420.
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tax liability. These free "medical care vouchers" would enable low

income individuals to purchase health insurance plans from qualified

private carriers and other non-profit organizations. Speaking for

the AMA as a whole, Dr. Roth expressed the organization's belief that

this special provision of "medical care vouchers" would "do away with

the need for a Medicaid program for the low-income group and offer in

its place a system which brings the private competition factor into

the picture."

"Medical care vouchers" would also be made available to taxpayers

who elected to receive these vouchers in lieu of a tax credit. The

AMA bill declares in regard to ."medical care vouchers" (or health in-

surance certificates) for taxpayers:

A taxpayer may elect to receive in lieu of a tax
credit, a health insurance certificate equal in
amount to the applicable percentage of the allow-
able premium; providing, however, that for the
purposes of this paragraph, the premium need not
have been paid in advance of I 3 e, issuance of the
health insurance certificate. r--

COVERAGE

On the tax credit side, the AMA "Medicredit" proposal is designed

13/ Iid., pg. 1429.
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to cover only persons under 65 years of age. Medicare, for those 65

and over, "would remain as it is." However, one provision of the AMA

bill does extend a certain coverage to those 65 and over who might be

considered "needy or medically indigent' -'and thus eligible for assist-

ance under the current Medicaid program. Since Medicaid would be eli-

minated under the AMA "Medicredit" plan, supplementary assistance to

those "needy or medically indigent" persons over 65 would be provided

under Section 3 of the AMA bill, enabling these individuals to receive

"free medical care vouchers" or certificates which could be applied to

the cost of the Medicare Part B premium expense.

Participation in the "Medicredit" plan would be voluntary. An

individual under 65 could elect to receive the aforementioned tax

credit or could continue to deduct the cost of his health insurance

policy under the category allowing for itemized medical expenses on

his annual tax return.

The AMA bill declares that such universal coverage is "a desir-

able national objective" and that "health insurance should be made

available to all citizens regardless of previous medical history."

Mot pr I MR..
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Individuals currently covered under military medical care programs

would be excluded from this program, however.

BENEFITS

In order to qualify for a tax credit under the AMA plan, the -tax-

payer would be required to prove that he has purchased a "qualified"

insurance policy. or prepayment plan offering a basic package of health

and medical benefits. Appropriate state agencies would set guidelines

defining a "qualified medical care insurance policy." According to

the AMA bill, the "qualified" policy must include as a minimum the

following benefits:

1) 60 days of inpatient hospital services, including

maternity services, in semi-private accomodations;

subject to a $50 deductible.

2) Emergency room and outpatient services which are

performed in hospital facilities; subject to 20% co--

insurance payment on the first $500.

3) All medical services, including diagnostic and

therapeutic services, provided by licensed physi-

cians and osteopaths, whether such services are
0
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performed in the hospital, home, office, or else-

where; subject to 20% coinsurance payment on the

first $500.

In addition to the above-mentioned basic provisions, the follow-

ing supplemental benefits may be included in a "qualified" insurance

plan:

l) Prescription drugs not otherwise covered; sub-

ject to $50 deductible

2) Additional days of inpatient services; subject

to 20% coinsurance.

3) Cost of blood furnished in excess of three pints

4) Other personal health services, including diag-

nostic and therapeutic services, but only when ren-

dered by a provider licensed (or registered) to pro-

vide such services and when furnished on the basis

of a written direction from a physician; subject to

20% coinsurance.

All insurance plans purchased by taxpayers using the tax credit mecha-

nism or by individuals receiving "medical care vouchers" must include

- ~ -~ ~-~r> ~ -~ -~-~- -~ -- ~w~ 7
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the basic minimum package described above and may or may not include

the supplemental benefits.

FINANCING

The American Medical Association has traditionally emphasized

what it feels is the importance of the role of private enterprise in

the American economy in general and in the health care delivery sys-

tem in particular. In his statement before the House Committee, Dr.

Roth stressed this point in regard to the role of private insurance

carriers:

The financial mechanisms which have been developed
in this country to meet the costs of medical care
have been successful and progressive. We believe
that, in our future, there continues to be a proper
place for private insurance, for voluntary prepay-
ment plans, for protection against health care costs
through prepaid comprehensive group practice, and
for other innovative approaches. They all help to
mobilize the available resources of the private sec-
tor of our economy to meet the need of, our nation
for health care services.14

With these considerations in mind, the AMA has devised "Medi-

credit" as a financing mechanism which "insofar as possible, would meet

the needs of the public on a voluntary basis with maximum incentives
14 pN . 121
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for participation." The program, in Dr. Roth's words, "utilizes to

the fullest extent the private carriers and plans and allows for the

marketplace to play an active part in maintaining cost control and

insuring quality programs."

The AMA bill would amend the Internal Revenue Code of 1954 and

provide for graduated income tax credits for the purchase of medical

care insurance premiums. Under the "Medicredit" plan, tax credits

would range from a minimum of 10% of insurance premium cost to 100%,

depending on the individual or family's annual.tax liability. The

following schedule indicating tax liabilities and corresponding tax

credits has been written into the AMA bill:

a
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Income tax liability and percentage of allowable premium credited

against income tax

Income tax Per- Income tax Per- Income tax Per-
liability cent liability cent liability cent

Under $300 100 $626 to $650 53 976 to $1,000 20

$301 to $325 98 $651 to $675 49 $1,001 to $1,025 20

$326 to $350 95 $676 to $700 .45 $1,026 to $1,050 20

$351 to $375 91 $701 to $725 42 $1,051 to $1,075 20

$376 to $400 87 $726 to $750 39 $1,076 to $1,100 20

$401 to $425 84 $751 to $775 35 $1,101 to $1,125 20

$426 to $450 81 $776 to $800 31 $1,126 to $1,150 20

$451 to $475 77 $801 to $825 28 $1,151 to $1,175 20

$476 to $500 73 $826 to $850 26 $1,176 to $1,200 20

$501 to $525 70 $851 to $875 24 $1,201 to $1,225 18

$526 to $550 67 $876 to $900 22 $1,126 to $1,250 16

$551 to $575 63 $901 to $925 20 $1,251 to $1,275 14

$576 to $600 59 $926 to $950 20 $1,276 to $1,300 12

$601 to $625 56 $951 to $97: 20 Over $1,300 10

0
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According to the above schedule, all individuals with an income

tax liability over $1,300 would receive a maximum 10% allowable tax

credit toward the purchase of their health insurance premiums. In-

dividuals falling into this category might feel it would be more to

their advantage financially to forego the tax credit allowances and

to continue deducting the cost of their health insurance premiums

under the section of the annual tax return devoted to itemized medi-

cal expenses. Taking this consideration into account, the AMA has

stipulated in its proposal that participation' in the tax credit scheme

would be entirely voluntary and that individuals would remain free to

choose between the alternatives -- a tax credit or itemized medical

deductions -- as they saw fit.

PARTICIPATION OF PROVIDERS OF HEALTH SERVICES

The AMA "Medicredit" bill contains a specific "prohibition against

any Federal interference" either in the practice of medicine or in the

manner in which health and medical services are provided. The bill

declares the following:

Nothing in this title shall be construed to
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authorize any Federal officer or employee to
exercise any supervision or control over the
practice of medicine or the manner in which
medical services are provided, or over the
selection, tenure, or compensation of any of.
ficer or employee or any institution, agency,
or person providing health services, or to
exercise any supervision or control over the
administration or operation of1jpy such in-
stitution, agency, or person.

When questioned by members of the House Committee as to cost controls

and the setting of fees for medical services, Dr. Roth stated:

We would rely on the experience that has accu-
mulated in the health insurance industry and
the voluntary plans on what going rates are,
what reasonable fees are, and what usual and
customary fees are. We would propose that it
be the responsibility of the provider organi-
zations, the medical societies, together with
the insurance carriers, underwriters, to moni-
tor this, to pick out departures from defen-
sible levels, and to use peer review to adju-
dicate these. We really feel that the involve-
ment of the medical profession, the fact that
the physicians have sponsored, approved, this
plan gives them a vested interest in its suc-
cess. This is their chance to demonstrate that
they can provide medical service at reasonable
fee levels. We feel that the acceptance by the
medical profession of this responsibility is
far greater than under any plan where there is- - -a tendency of the- physician to shrug off this
responsibility to Government or to some third
party agency. l

l5/ Ibid., pg. I4f2.
16/ Ihi d., pg.
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ADMINISTRATION

Under the "Medicredit" proposal, there would be established a

Health Insurance Advisory Board consisting of eleven members, in-

cluding the Secretary.of Health, Education, and Welfare, the Commis-

sioner of Internal Revenue Service, and 9 public members. General

duties of the Board would include 1) the development of guidelines

and regulations to establish minimum Federal standards for use by

State insurance departments in determining the qualifications of a

particular carrier and its plan 2) the development of programs for

the maintaining of quality medical care and.effective utilization of

available financial resources, health manpower, and facilities.

Aside from the mainly "advisory" function served by the Board,

the Federal Government's primary responsibility under the AMA plan

would be in the financial arrangements for health insurance programs,

not in the actual administration and operation of a national health

insurance program. Appropriate State agencies would be authorized to

approve and register all "qualified" insurance carriers and health

plans. Private health insurance carriers and similar organizations

0
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would retain their independent fiscal and administrative responsi-

bility.

I
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The "Fulton-Fannin Bill"

A plan similar to the AMA "Medicredit" proposal was introduced

into Congress on April 2, 1969 by Representative Richard H. Fulton

of Tennessee. The Fulton Bill, H.R. 9835, is identical to a later

proposal sponsored in the Senate by Senator Paul J. Fannin (S. 2705)

on July 28,1969. Like the AMA plan, the "Fulton-Fannin Bill" con-

cerns itself only with the provision of tax credits for the financing

of private voluntary health insurance and does not have the specified

intention of changing the actual. delivery system of medical care bene-

fits. However, the "Fulton-Fannin Bill" differs from "Medicredit"

mainly in the following ways:

1) A system of graduated tax credits would be based

on adjusted gross income rather than on tax liability.

2) The maximum amount of credit available under this

plan is specified as $400 for families filing joint

returns, $200 for .husbands and wives filing separately,

and $150 for single persons without dependents.

3) There is no age limit on participation in the plan --
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0, 4

those over 65 could use the tax credits to pay

for Medicare premiums.

4) Based on a taxpayer's adjusted gross income,

the following schedule of allowable tax credits

would apply:

UNMAIED INDIVIDUALS WITHOUT DEPENDENTS
AND SEPARATE RETURNS OF MARRIED TAXPAYERS

Adjustable Gross Income Percentage of tax .credit

- Not over $2500 100%

Over $2500 but not over $5000 75%

Over $5000 but not over $7500 50%

Over $7500 
25%

UNMARRIED INDIVIDUALS WITH
DEPENDENTS AND JOINT RETURNS

Adjustable Gross Income Percentage of tax credit
Not over $5000 100%

Over $5000 but not over $7500 75%

Over $7500 but not over $10,000 50%

Over $10,000 
25%

I
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5) A 60% tax credit will be allowed employers who purchase

insurance protection for their employees.
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