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Additional
Policy

Considerations

T
his report presents a summary of available analyses of
the potential economic impacts of four broadly-defined
approaches to health care reform. OTA has attempted to
gather and summarize studies that are likely to be the

most credible given their institutional origins. However, the
purpose of this document is neither to come to conclusions about
the accuracy of either the size or the tendency of any of the
estimates nor to synthesize the estimates and come to a
conclusion about potential economic impacts of choosing any
one approach over another. Moreover, even if these estimates
might be used to suggest the direction or magnitude of potential
economic impacts, quantitative analyses of the approaches in and
of themselves cannot fully answer the question, ‘‘Which route to
health care reform? The answer is likely to depend on more than
financial issues.

Most of the approaches to health care reform analyzed here
assume, at least implicitly, the possibility of having a national
health policy.l Arguably, this is a relatively new concept in the
approach to providing health care in the United States, and it
could promote a somewhat different way of appraising compet-
ing approaches to health care reform.

To date, much of the health care reform debate has been fueled
largely by concerns about: 1) the rising health care costs; and 2)
lack of access. Each sector has seemed to want relief from its own
burden of costs or lack of access or both. Little attention has been
paid to how the facets of the U.S. economy are interrelated and

9

1 TWO important  notes: 1) A national health policy is not the same as natiOd h~ti
insurance or a national health system. 2) Even approaches that propose the use of
individual vouchers or tax credits in a market-oriented system would probably have to
make changes at the national level that would result in having a national health policy, and
necessitate some monitoring at the national level of the effects of any changes.
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dependent on one another, and perhaps even less
to the social and political implications of change.
The little that has been done related to the
economy as an integrated whole, however, sug-
gests that any change in health care spending and
savings is likely to have repercussions in many of
its sectors, both private and public. These areas—
employers, employment, households, government
at all levels—are in turn: 1) related to each other
and 2) likely to influence the Nation’s ability to
spend money on health care and other services.2

In turn, economic change-and changes in health
care delivery systems--can affect the social and
political landscape, potentially disrupting long-
held American traditions (15).

In finding the appropriate route to successful
health care reform, policymakers may find it
useful to ask themselves a number of key
questions. The basic issues relate to overriding
values and social purposes, primarily:

1.

2.

the health- and health-care-related goals of
health care reform; and
the other important social, political and
economic values that they are trying to
further through health care reform.

Listed below are key questions within each of
these areas pertinent to comparing approaches.

THE HEALTH- AND HEALTH-CARE-
RELATED GOALS OF HEALTH
CARE REFORM
m Key questions pertinent to the health- and

-health-care-related purposes of health care
reform include:

—Is a fundamental purpose of health care
reform to expand or achieve universal access
to insurance coverage or expand or achieve
universal access to health care services?
And by access do we mean financial and/or
physical access to health care services (e.g.,

for rural and/or inner-city Americans), and to
what level of services?

—Is a fundamental purpose of health care
reform to improve health status? If so,
whose, and to what level?

—Is a fundamental purpose of health care
reform to improve quality of health care? If
so, how? And how will the Nation know
when improvement has occurred?

-Should the provision of health care coverage
and services be used to promote changes in
lifestyles?

—Do we want insurance (that is, some protec-
tion from large and unexpected health care
costs) or prepaid, comprehensive health care?

OTHER SOCIAL, POLITICAL, AND
ECONOMIC VALUES

Key questions pertinent to the social, politi-
cal, and economic purposes of health care
reform include:
—Is a fundamental purpose of health care

reform to establish a right to health care?
Should this right be moral or legal?

—Is a fundamental purpose of health care
reform to reduce or contain health care
spending (national health expenditures)? If
so, to what purpose?

—Is a fundamental purpose of health care
reform to redistribute the burden of payment
for health care coverage and/or services? If
so, to what extent? Should there be equity in
payment for all Americans? If so, how is it to
be measured?

—What is the appropriate role (including their
respective shares of the burden for health
care spending) of government versus the
private sector in financing health care?
. What is the appropriate role (including

their respective shares of the burden for

2 Conversely, no cbange-that is, a continuation of trends that increase expenditures and decrease coveragfiwill  also have widespread
economic implications, both positive and negative (78).



health care spending) among levels of
government (Federal, State and local)?

● What is the appropriate role of employers?
Should employers continue to be the pri-
mary sponsors of health insurance-and,
thus, gateways to health care-for Ameri-
Cans?

● What is the appropriate role of the individ-
ual in paying for health care? Should sick
people (or other high users of health care)
be responsible for a greater share of overall
health care costs?
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—What are the roles of competition and
regulation in the health care system?
. Should the purchase of insurance coverage

be mandatory for either individuals or
employers? What political, social and eco-
nomic ramifications would that have?

These questions seem at least as important as
quantitative analyses in helping to estimate the
potential effects of specific legislative proposals.
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CONCLUSIONS

o TA’s review suggests that estimates of the projected
costs to various sectors of the economy and public vary
for a variety of reasons. These reasons include but may
not be limited to: basic assumptions about coverage,

approaches to payment, and cost controls underlying the
approaches; the year(s) subject to analysis; and proprietary
features of the mathematical models used to analyze what might
happen. There are likely to be various additional provisions,
which in and of themselves could have a considerable economic
impact, hidden within an approach named for its approach to
health care cost containment or universal coverage. *

Policymakers should exercise caution when they are presented
with any one analysis. In fact, they would likely benefit from
having a guide available that includes some of the factors and
assumptions that might explain how the various components of
the reform approach being examined affect its impact on the
various areas of the economy. Following s ummaries of the
estimated impacts of major approaches to reform on national
health expenditures and on effects in other areas of the economy,

1 For example, while the term Managed Competition properly implies regulated
competition among the collectors and distributors of health care coverage funds (15),
approaches labeled Managed Competition may also include specitlc assumptions about:

●

●

●

particular sources and flows of financing (e.g., employer mandates versus individual
vouchers versus continuation of the Nation’s voluntary system of health insurance;
limits on the tax exclusion available for employer-sponsored health insurance
premiums);
the extent of coverage (core benefits); and
expenditure targets or limits.

In the current environment  where labels come and go in terms of political popularity,
these specifics are not readily apparent from the label, Managed Competition.
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this chapter provides a provisional “checklist”
that policymakers could use as they contemplate
the relative virtues of competing approaches to
health care reform.

Which Approaches Will Reduce National
Health Expenditures?

OTA’S review finds that, regardless of the
approach to health care reform, the ways in
which analysts are able to project savings (in
national health expenditures, at least-not with
respect to distributive effects) appear to be limited
to the extent to which the analysis (or plan):

establishes a‘ ‘cap’ on expenditures at a certain
level [i.e., Meyer (43); GAO (83)/both Single
Payer; NLCHCR (49) and Silow-Carroll’s “Op-
timistic Scenario’ (66) regarding Play-or-
Pay]; or
assumes price controls at, for example, Medi-
care payment rates [i.e., CBO/Single Payer
(77)]; or
does not assume universal coverage [i.e., all
analyses of the Bush Administration proposal
(3,65,94); or
assumes universal coverage but substantially
cuts back on the scope of coverage [i.e.,
Heritage (6,35)]; or
assumes high levels of savings from either
managed care or administrative savings or both
[i.e., Long and Rodgers, re: Managed Competi-
tion without a global budget (40)].

OTA finds that the reasons proposals, or
analyses of them, need these assumptions to
achieve savings are that:

■ any approach that increases availability of
coverage to people who are currently uninsured
will not reduce national health expenditures
because it is likely to increase the use of health
care services. In this respect, ‘‘any approach”
includes the insurance market reforms that are
designed to increase availability of coverage
(e.g., guaranteed issue). Broader approaches to
reform (Single Payer; Play-or-Pay; Managed

Competition; Individual Vouchers or Tax Cred-
its) either: a) would not inherently reduce
national health expenditures without the imp-
osition of a global budget (e.g., Canadian-
style Single Payer); orb) have not been tried, so
we do not know what their effects on health
care spending might be (e.g., highly procompe-
titive private market approaches, including
pure or Enthoven-type Managed Competition).
administrative reforms alone are not likely to
save enough money to expand coverage, espe-
cially over time, to those people who are
currently uninsured.

Why Do Estimates Vary So Much?
The following illustrates the importance of

identifying key assumptions if comparisons within
and across approaches are desired. As noted
above, most—but not all-analyses estimate that
any of the approaches reviewed here will proba-
bly result in reductions in national health expen-
ditures (table 1 in chapter 1). But the estimates of
the impact on national health expenditures of just
“Canadian-style’ approaches varied in one re-
cent year (the year 1991) from an estimated
increase of $21.0 billion (34) to savings of $241.0
billion (43). In reviewing these estimates, it
would be important for policymakers to be aware
that the reason for much of the variation between
these two extremes appears to be the assumption
made by Meyer and his colleagues that national
expenditure limits would reduce health care
spending to 8.7 percent of U.S. GDP in the first
year of the system’s implementation, that is, in
1991 (43). This assumption was in large part
responsible for the estimate of $241.0 billion in
savings. The other analysis, by Lewin-VHI,
assumed no change in national health spending in
the first year of plan implementation, again, 1991
(34). Thus, two analyses of a similar Single Payer
approach to health care reform arrived at two
widely divergent estimates of the impact of the
system in the United States in large part because
their assumptions were essentially at the extremes
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from one another. Even after this difference in
assumptions is accounted for, however, a differ-
ence in the tens of billions between estimates may
remain (61).

To the extent that they can even be compared
with estimates of the impact of other approaches
on national health expenditures, assessments of
the impact of a Canadian-style Single Payer
approach overlap considerably with approxima-
tions of the costs or savings from other ap-
proaches to reform (table 1 in chapter 1).

Further, the above illustrates the wide variation
in estimates for just one initial year of a plan’s
implementation. Many analyses provide esti-
mates for the first year of a plan that may not be
indicative of the long-term effects, beneficial or
adverse, of an approach. Despite the wide-ranging
long-term impacts that any approach to health
care reform is likely to have, there are few
estimates of the cumulative impacts of competing
approaches to health care reform on various areas
of the economy.

Many analyses do not look at the impact of an
approach on the various areas of the economy in
relation to one another. This void tends to obscure
the totality of change that might be expected from
the implementation of a particular approach.

Not surprisingly, for example, the available
estimates suggest that a Play-or-Pay approach to
universal coverage will result in lower gover-
nment spending than will a tax-financed approach
to universal coverage (table 2 in chapter 1).
Conversely, the employment-based approach seems

more likely than the fully tax-financed (Single
Payer), the Individual Voucher or Tax Credits, or
various Managed Competition approaches to
result in greater expenditures, relative to other
sectors of the economy, by employers, unless, for
example, the Managed Competition approach is
implemented with an employer mandate (table 3
in chapter 1). When numbers are put forth
independently, these relationships are generally
obscured.

A PROVISIONAL CHECKLIST TO GUIDE
POLICYMAKERS

Policymakers reviewing analyses of approaches
to health care reform with an eye to identifying
the key factors and assumptions behind the
analyses would facilitate their own development
of public policy by:

1.

2.

3.

isolating specific components of reform
proposals;
identifying the potential impact of these
components; and
examining whether these impacts are ac-
ceptable or unacceptable.

OTA has identified key questions that can help
policymakers understand why the results of
analyses of competing approaches differ. These
key questions, along with examples of how
variations in the assumptions can materially
affect estimates, are listed in Box 1O-A.
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