Under standing Estimates of the Impact of
Health Reform on the Federal Budget

July 1994

OTA-BP-H-132
NTIS order #PB94-209889
GPO stock #052-003-01383-5




Recommended Citation: U.S. Congress, Office of Technology Assessment,
Understanding Estimates of the Impact of Health Reform on the Federal Budget,
BP-H-132 (Washington, DC: U.S. Government Printing Office, July 1994).



ealth care reform is at the top of the nation’s domestic policy
agenda, and numerous reform bills have been introduced in
Congress. Each reform proposal takes a somewhat different ap-
proach to containing costs and providing insurance coverage to
more people. A variety of organizations (for example, the Congressional
Budget Office, the Administration, and private consulting firms) have
estimated the economic effects of health reform on the federal budget.
Because analysts often do not provide details about their estimation proc-
ess, it is not always easy for people to understand why estimates differ.

This background paper describes and eval uates the sources of varia-
tion in analysts' estimates of the federal budget impacts of key reform
provisions. In particular, it uses three different estimates of federal budg-
et effects of the Health Security Act (from the Administration, the Con-
gressional Budget Office, and Lewin-VHI, a private consulting firm) as
an example of the types of factors that may cause analysts estimates to
differ. The paper also discusses potential variations in the estimates of
federal budget effects of the American Health Security Act and the Man-
aged Competition Act, and of health reform proposalsin general. The
background paper aims to improve understanding of the reasons for the
differences among various estimates of federal budget effects under
health reform.

This background paper is part of an OTA assessment, Understanding
the Estimates Under Health Reform, that was requested by the members
of the Technology Assessment Board (see inside front cover) and Sena
tor Ted Stevens. OTA recently published the main report from the assess-
ment, Understanding Estimates of National Health Expenditures Under
Health Reform, which focuses on the assumptions used in estimates of
national health expenditures under various reform proposals.

Numerous individuals, including an advisory panel chaired by Joseph
Newhouse, assisted in the development of this report. OTA gratefully ac-
knowledges the contribution of each of these individuals. As with all
OTA publications, the final responsibility for the content of the back-
ground paper rests with OTA.
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