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ED HOMARD: As | mentioned there are floor nikes to
whi ch you can repair if you have a question you want to write
down, finish writing it, hold it up, and a member of the staff
will get it fromyou and get it up here

Let me begin the questioning if |I can seize the
prerogative by picking up the thread of a couple of comments up
here and also from one of the pieces in your materials. There
is an excerpt fromthe Institute of Medicine Report actually
reqguested by Secretary Thompson | ast year that | ays out sone
potential state | evel denonstrations that would nove us cl oser
to universal coverage, if not to get us there. And | also note
that in states as different as Miine and Maryl and and even in
California where there is a budget deficit the size of Orca the
Whal e, there are serious discussions about universal coverage
plans of various kinds. | wonder if any of the panelists would
like to specul ate on whether or not that’'s merely campai gn
rhetoric or whether we're going to get somewhere with any of
t hose, or more i mportantly whether there is anywhere positive
to get with some of those initiatives. Len.

LEN NI CHOLS: Well, I would start; | mean | want to
avoid Orca as long as possible if I could, but I would start
with the Secretary’'s initiatives to the I1OM It seens to me
that a | ot of people thought that was a very good idea to

essentially offer the states cooperation with whatever the

states wanted to do. To me that’'s consistent with the spirit of
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this entire endeavor and with a | ot of others that are actually
goi ng on around town. To try to give the states a series of
models that they m ght want to adopt. The problemis of course,
and now we’re back to Orca, the states are out of money runor
has it. Al states are broke. Some states are more broke than
others but at the end of the day what they re doing at the
moment is trying to do triage on their own Medi caid prograns.
The amazing thing, at |least frommy perspective, is if they
have managed to pretty much hold on to most SCHIP coverage, at
| east kids, they're cutting back some on parents, they are
cutting back around the edges on Medicaid. In some places that
edge i s deeper than others. But by and | arge Medicaid has been
rel ati vely protected fromthe budget cuts conpared to the
magnit ude of the state budget that Medicaid represents. Now
that's all up to this year. | think next year it will pretty
hard to hold that down.

But the point is there’'s no state noney. Therefore all
new noney has to be federal and runor has it federal government
now is in more deficit than they were when Secretary Thonpson
encour aged that Bl ue Ri bbon panel to go off to Wods Hole to
come back with these ideas. So | think we're stuck in the
absence of noney of real coverage expansion alternatives.

As to what they' ' re doing in California, tal king about

uni versal coverage when they have a thirty five billion dollar

deficit | think it has to do with things that get snoked out
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there. | don’t know what, what [Laughter]

ED HOMARD: Only if nedically necessary. Anybody else?
Actually one of our questioners has a comrent on this topic
quite coincidentally, a slightly different view. There have
been numerous references to state based coverage expansion
efforts. Many times this state approach is a way to avoid the
use of federally mandated in term nology. Why continue an
already erratic quilt of Medicaid and state run prograns? Wy
not just do this once?

So a simlar conclusion perhaps but maybe...

TOM M LLER: The sinmple answer is it’'s better to have
fifty small m stakes than one really big one. [Laughter]

ED HOWARD: Well, oh, go ahead.

ELLI OT W CKS: Well, our view is that exactly
consistent with the questioner’s inplication. We think that’s
the way it should be done. Inevitably, while certainly Tomis
right that you have the danger of doing something bad all over
everywhere. But inevitably when you have states doing their own
thing, you have huge inequities from state to state and it’'s
bound to be affected by whatever happens in each state and
states are nore subject to econom c swings than the country as
a whol e.

ED HOWARD: Okay. Yes.

GLEN PEARCE [ M SSPELLED?]: Thank you.

ED HOWARD: Do you want to identify yourself and keep
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your question as brief as you can pl ease?

GLEN PEARCE [ M SSPELLED?]: My name is den Pearce
[m sspelled?] with the National Association of Free Clinics
M. Helms has referenced that history shows us that society
when it takes on problems |ike this often has a three pronged
approach with public, private, and non-profit issues and
answers. M. M ller has also referenced the charitable care.

Il " m wonderi ng based on history, what the other two
panelists see as the role for free clinics and charitable
vol unteer efforts in the community in trying to be a component
of what you're doing. And if so wouldn't it be wise to begin to
| ook at the issue fromthe begi nni ng?

LEN NI CHOLS: Well, nmaybe | would start just because
of, nmy proposal’s kind of closer to the spirit. | mean Elliot
takes care of the problem with universal coverage.

Basically our viewis Lord knows we need those many
flowers to keep bloomng. | nean our proposal was going to
cover roughly half of the uninsured. We think we would pick up
the sickest half. So the trenendous burden that you take care
of for us every day should be reduced somewhat. But at the sane
time they would always be, in a world w thout mandates, you' re
going to have a | ot of people who choose not to purchase health
i nsurance coverage but they still will get sick. And when they

get sick they do of course come to the safety net

There are a | ot of ways to think about strengthening
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t hat safety net, most of which | think can benefit from Bob's
discussion of efficiency. We can do it better than other
alternatives and |’m tal ki ng now about using appropri ate
primary care and not using the ER any nore than you have to.
But at the same tine that too will require, as you know quite
wel |, an infusion of dollars and in my mnd at the noment those
dol |l ars have to be federal. So | would applaud the President’s
initiative in the budget to expand and strengthen the safety
net community health centers, etc. but just note it cannot be
the only answer or we're never going to get to full access to
care.

ELLI OT W CKS: Let me just add, if you go to Canada or
the UK or some people who claimto have universal coverage or
even some of the other countries, you're still going to find a
| ot of effort by |I think small community groups and so on. \When
people get sick a |ot of people need a | ot of help. And they
don’t always have famlies around to do it and that sort of
t hi ng. Churches everywhere | know play a big role in this and
regardl ess, even if you have a system of universal health
coverage | nmean all that is, is a coverage policy. It’s not a
substitute for a lot of the kinds of things you know that you
really see in communities.

TOM M LLER: [|’'d just add that the key role probably

for the free clinics and the subsidi zed federal clinics is in

pri mary care. And not only in primary care but providi ng an
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access to some speci al popul ati ons which my either not be as
prone to or as confortable dealing with the regular healthcare
system We've certainly see this with a good number of the
recent imm grant population where having somebody you know and
are conmfortable with in your conmmunity will actually deliver
more care to you than having a paper insurance card, which you
may not know how to maneuver through. It won't deal with every
type of complex life threatening illness, but it can clear out
a |l ot of the necessary education, as well as initial care
that’s desperately needed at that level.

ANNE NEI LL [ M SSPELLED?]: Hi. |’ m Anne Nei ll
[m sspelled?]. | work at Georgetown University's Center for
Clinical Bioethics. And I'd like to have a little exchange
bet ween M. Nichols and M. MIller. | appreciate very nuch,
Len, your starting out with nmoral principles because | think
very much this whole health crisis issue and how we i mprove it
is at it’'s heart a moral issue. And if | look at your first two
mor al principles can | assume that even a prior noral
principle, implicit at least is that it is a good thing, it is
a value for everybody to have ready access to healthcare and
t herefore they should have health insurance.

And | don't want to put words in M. MIller’s mouth,
but as I listened to you it didn't seemto me that that was a

val ue or a principle that was at the basis of your proposal.

And if I"mright, | would be interested in a little exchange
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on, a little moral discourse on that issue.

One seems to value universal access, ready access to
all, for all people. One seens not to. Could you defend your
respective positions?

ED HOWARD: If indeed those are your respective
positions.

ANNE NEI LL [M SSPELLED?]: | think moral discourse is
real i mportant.

TOM M LLER: I think I was starting with the idea that
we should first have a systemthrough it’s many different
branches and tri butaries which all ows healthcare to be as high
val ue at as low a cost as possible without the multitude of
policy distortions which have moved us away fromthat.

Now there are many ways to get healthcare. The primary
one, which nost people will rely upon is health insurance and
that can vary in the degree to which you purchase that health
i nsurance. There are other ways in which people can engage in a
cash mar ket, personal savings, access to charity care, which
can provide that as well. Not as much as if you had more
comprehensi ve health insurance. But there’'s a separate debate
here which is how, what do we believe is the social m ni mum
t hat we guarantee to individuals in terms of their command of
resources that they don’t have on their own. And | think we

ought to determ ne what that is before we decide that anything

call ed healthcare necessarily drives that forward before we’ ve
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sorted out the initial proposition.

In general we’ve deci ded that not everybody in society
is entitled to the same amount of nobney regardl ess of what they
earn. We may deci de that certain individuals are necessary,
merit income support. But we went through welfare reformin the
md 1990's, which suggested that | ess m ght actually be more in
t hat regard.

I think that the collective willingness of the public
is to have other people pay. That's what the consensus is. Not
that they're willing to pay for other’s healthcare.

ANNE NEI LL [M SSPELLED?]: | guess |'m asking the
simple question and maybe Len gets it and | don't have to say
any nmore, but could you look at sonebody who could not afford
heal thcare in the current situation, does not have ready access
to it, and say, “Tough luck. You have to wait until the market
makes it possible for you to have it.” But M. Nichols you
engage with me.

ED HOWARD: Let sonebody el se answer that. Thank you.

LEN NI CHOLS: Well, great question. | think it is true
t hat you have to think, start by thinking about what is your
definition of a just society. |I would go on and say, what’s
your definition of a strong society. What |saiah was worri ed
about by the way was the poor wouldn't fight for the king

unl ess they all were taken care of, which is why | use the

| anguage defend the fatherless, plead the case of the w dow He
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was tal king about sort of you know twenty four hundred years
ago or something but that was the |language he used.

The notion is people have a basic right to opportunity
in our society. And | think it’s true that healthcare access is
an element of that fundanental core set of preconditions for
realizing one’s potential. Tomis surely right and Bob is too
and |'m sure they're comng about as quickly as | can get off
this m ke that that doesn’t nean you guar ant ee what you m ght
call a Cadillac plan for every human being with no cost
sharing. It does mean you guarantee access to primary care,
access to appropriate secondary care, and access with
appropriate incentives across the board. Actually these guys
woul d agree with a | ot more of that than you m ght think as
| ong as we could do it efficiently.

I would subnit though we have a first order problemto
solve and that is to nake sure that everyone has access to
necessary care that is demonstrably clinically appropriate. And
we haven’t done that yet. We've done as good as you can do. The
amazing thing when we go out there as we do in the Center for
Heal th System Change and as Irv and ot her people have
discovered, out there in the real world where real
[unintelligible] exist, people are doing amazing triage every
day. What you want to do is give more Saint Teresa’ s more noney

because they, they do such a good job of allocating money, you

may be better off just giving them money and getting out of the

1, . . . _
kaisernetwork.org makes every effort to ensure the accuracy of written transcripts, but due to the nature of transcribing recorded
material and the deadlines involved, they may contain errors or incomplete content. We apologize for any inaccuracies.



Alliance for Health Reform and ERSI: 11
Roadmaps to Coverage — Exploring Options for the Uninsured

5/19/03
way .

But | would submit we don’t have that guarantee when
you have situations where forty mllion are without cover age.

We basically start with coverage because we think coverage is
the simplest way to guarantee access. It’s not necessarily the
most efficient. Not even necessarily the w sest. But it’'s
certainly one that would start the conversation.

ED HOWARD: If I can sort of extend this in a very
practical way from one of the questions on a card, a universal
coverage system the questioner writes, would have to have sone
type of standard benefit package. However, what type of
benefits would it include? Who would decide that? Wth
Anerica’'s so called bleeding edge nentality and a consistent
demand for the | atest and greatest procedures and products how
could a standard benefit package be palatable to Ameri can
soci ety as a whole? Can we do that? Elliot.

ELLI OT W CKS: What we suggested was that we start with
t he Medi care benefit package. Now everyone recogni zes this is
old, it isn't really up to date, and it isn’'t adequate. But our
view was |let’s make it adequate and let’s make it up to date.
How can we justify getting a more conprehensive, a better
package for people who are under sixty five than those who are
over sixty five? If it’s good enough for them why shouldn’t it
be good enough for the rest of the popul ati on? So we need to

reform that system
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But starting there also has a political advantage that
you don’'t have to fight all the battles over again. W' ve
already fought some of those once. So we suggest that that’'s a
place to start. Obviously, it’s not the place to end.

ED HOWARD: Tom

TOM M LLER: Well, this exposes the thin and shal low
consensus that we're all in favor of universal coverage except
we don’t agree on what it is and we can't kind of determ ne
what the ceiling is as well as the floor, or maybe even the
walls to either side.

There is an elasticity in the wong way of what we call
medi cal necessity. Today's necessary healthcare coverage is we
can do more is going to climb up and up and up. There's al so an
interactive conponent in what Elliot is suggesting, which is if
we define that m nimum coverage is Medicare |I'I|l guarantee you
t hat Medicare coverage starts getting nore attractive and nore
el abor at e because as you, and in fact increase the lobbying for
both sides to win although both want to cut and raise the level
so that we have a great political difficulty in our society in
setting political floors and political ceilings for social
entitl ements.

The other way to do it is to deal with in effect a

cat egori cal standard, which is if your life's in jeopardy,
you’ ve got a serious illness, we' re going to treat you. We do
that now. We did it before probably Hill Burton and before
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MTALA and we continue to do it in the future and then worry
about how to pay for it later on.

We woul d also, if we relied upon a deeper tradition of
civil society, we would recogni ze and nost of us are pretty
generous caring people when we’re actually thinking about kind
of our fellow citizens. But as soon as we route it through the
political process where we think that someone else is going to
take us of f the hook and it’s com ng out of their pocket, that
generosity is somewhat misguided from what our true
heartstrings would tell us to do

ED HOMARD: Len or Jack.

LEN NI CHOLS: | would just offer that the benefit
package is a difficult thing but that’'s precisely why | want
clarity in what our subsidies are. Go back to my x percent and
my y times; no human should have to pay more than y tinmes the
standard rate. Whatever society is willing to pay for is the
| evel of benefits you should support. | would submt at the
moment it’'s very difficult to elicit that understandi ng because
our system is so Byzantine and our subsi dies are so, so wel
hidden. And they're so well hidden they re disappearing | m ght
add. Because fundanentally what’'s going on is a lot of the
cross subsidies we’'ve used have been hidden from people are
beconmi ng more and nore expensive to maintain.

The fundamental problem here is that healthcare costs

are growing faster than wages. And so an increasing fraction of
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our population, there’s no other way around this, is finding it
increasingly difficult to pay for what all of us would agree is
a standard package of goods to which at | east most of us have
access now.

The Medicare package is actually quite parsinonious
compared to what the enpl oyer sponsored average is. Because it
doesn’t have drugs and it doesn’'t have an out of pocket limt.

I would submt though you pick your subsidy schene. |
woul d of fer m ne up as a model but the notion is pick your
subsidy scheme, what society will pay for that’'s what you
guar antee and that's what you define but let’s not qui bble over
the fact that you have to define it.

ED HOMARD: Jack.

JACK MEYER: Well, 1’ve been listening to this
interesting debate trying to reconcile these moral principles
with some of the inefficiencies that Bob highlighted and as |
t hink about it I think the rationale for a |ot of these
proposals is that if you | ook at our system today we have very
i nefficient tax subsidies, some hundred and forty billion
dol l ars very poorly targeted to need. Then you | ook at prograns
i ke DI SH which you know half of it |I understand doesn’'t even
go to healthcare, all supporting sort of the providers rather
t han the consunmers. UPL, Universal, | nmean is a sort of a cost

based reimbursement this vestige, these are things we do, all

of these things we do because we don’'t really have a system of
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providi ng basic coverage to all Americans and the thing, not to
mention the cartels in the industry and all the inefficiencies
as a result of that.

And it seems to be a good idea to try to think about
how to capture some of that noney, cover people at the front
end, and use some of the savings by redirecting the money from
t hose programs.

The noral thing that | was thinking about is we really
do need to have a debate in this society whether we're going to
continue to have twenty five year old healthy workers and ot her
people cross subsidize sixty year old unhealthy people. And
that's been a pillar of the health insurance principle for a
long time. You know, just like it’s a pillar that you pay into
soci al security so that and take care of your el ders so that
somebody will take care of you. It’s not a very well set up
program but, but the nmorality of it is good.

And | think that that sometimes conflicts with the
flexibility we want where we sort of design our own health
policy. Well, I'"'mtwenty five. 1'd like to get more in wages
and less in health. | understand that but | think there is a,
an i ssue of taking care of other people in society because it
coul d happen to you. And that’s what the whole health insurance
idea is about. And I think if we move some of those subsidies

around we could cover a lot of people.

The District of Colombia spends one point five billion
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doll ars on health care, which turns out to be about ei ght

t housand doll ars a person and it's way above the nati onal
average. Yet there' s a huge nunber of people without coverage
a huge nunmber of people w thout access to healthcare because a
| ot of that nmoney is spent very, very inefficiently.

ED HOMARD: Go ahead, Bob.

BOB HELMS: Let me just add | hope this comes across as
something that’'s more practical than nmoralistic. It seens to ne
that the Covering America project and all the details in this
thing if you bother to | ook at it gives you |ots of
alternatives than actually trying to define this through a
political process. | rem nd people that if you | ook at the
benefit package from Medicaid it is an illustration of what
happens when defining a benefit package becones nore political.

And | wrote an article several years ago where | tried
to trace the history of the tax treatment of health insurance
and the many econoni sts have tried to survey the literature we
had a very large subsidy for over fifty years and we shoul dn’t
be surprised that it resulted in a benefit package even in
private insurance that many people think is wasteful and
excessi ve.

The point is that if you can get back to the right kind
of incentives that sone of these proposals do they try to let

alternative ways of doing this to use the principles of

actuarial equivalents for example. Not to, or let the state
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define it or, and so on.

So you don’t have to adopt the Medicare benefit or to

say that this is something that Congress has to define to do

this.
ED HOMARD: Yes, at the mcrophone.
JOYCE FRI EDAN [ M SSPELLED?]: Yes. Joyce Friedan
[ m sspelled?] fromlInternal Medicine News. | was interested in

M. MIller’ s prediction about when universal coverage would
actually occur and | wanted to get some of the other panelists’
t hought s especially since it’'s so much in the public discussion

now at a tinme when they can’t even agree on a Medi care drug

benefit.

TOM M LLER: The pig is in geo-synchronous orbit at the
moment . [Laughter] Let me, | amtenpted to tell the old joke
t hat everybody knows. 1’|l just say it’'s the Cl aude Pepper

[ m sspelled?] joke in talking to God and God tells him “You're
not going to get national health insurance in my lifetime”.
Well | came to the conviction some years ago that we re not
going to get it in my lifetime either.

But actually I don’'t think you Il ever get it for the
simple reason that even the countries that say they have
uni versal coverage, they all have problems of getting everybody
to partici pate so, anyway.

ED HOWARD: Len.

LEN NI CHOLS: | would submt we will not get it unti
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we have a very different awareness of the, of the consequences
and the risks of being uninsured. |I'’m not prepared to say we're
going to get that awareness soon. | certainly wouldn t bet
we’'re going to have seventy percent of the electorate get that
awar eness by November of 04 but | would submt that don't
underestimate the power of a prolonged recession a little bit,
a couple more years of health insurance cost growh and a
little bit nmore cost sharing being shifted to workers to get
people’s attention. And | think therefore it’'s entirely |ikely
that we will have a conversation about it in 04 and as we go

f or war d.

| would tend to agree ultimately with Bob, we probably
will adopt something that will be short of universal but it
will be greatly expanded from where we are now and declare a
victory because this is after all America. It’'s kind of hard to
get a hundred percent of us to do anything. W don’'t even have
t el ephones you know. So | mean at the end of the day we're
never going to get there but we may get a hell of a |l ot closer
than we are now if the mddle class gets worried enough.

ED HOMARD: And if | can speak for Uwe Reinhardt, who
when | talked to himthis morning actually took a crack at
this, not making this as a prediction but merely as a fact ual
projection that if we don’t change anything el se and heal t hcare

costs grow at even ten percent a year over the next decade at a

time when the economy grows at four percent, which seenmed to ne
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very modest in both directions, we'll end up with total
compensati on being devoted forty percent to healthcare, which
he t hinks mght trigger some action. So there' s the doomsday
scenari o.

Yes.

BOB GRI ST [ M SSPELLED?] : Bob Grist with the Center on
Disability and Health. It seenms |i ke most of the model s that
are being discussed here are assum ng that the marketplace
actually is efficient or can be efficient. And the
fragmentation that exists now | don’t hear being discussed
critically. In other words, the inefficiencies associated with
the fragnmentation, the differential benefits; the fact that
people who have healt hcare needs and are not getting
appropriate treatment. | don't see that factored into the
policy reconmendations that are being proposed.

And sixty percent of total healthcare expenditures are
public dollars. You wouldn't get that fromthe discussion that
seems to assume that the market is really being generated
primarily through private insurance.

We also know t hat health...

ED HOWARD: Bob, | want to, if you can keep it
rel atively brief so we can get a chance to get some comments
back it would be hel pful.

BOB GRI ST [ M SSPELLED?] : Yes, you started Ed with the

discussion of state models and that was dism ssed as
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i mpracti cal because of fiscal constraints and yet | don't hear
any proposals that deal efficiently with the fragmentation in

heal thcare delivery or the fact that healthcare services only

account for maybe ten or twenty percent at the most of health

stat us.

So we don’t, we're losing the opportunities to be nore
efficient and effective in healthcare delivery and | don’'t see
t hat being addressed by any of the model s.

ED HOMRD: Okay. Paneli sts.

LEN NI CHOLS: Renember we were only given eight m nutes
to describe our proposal.

But seriously the basic idea is certainly an, it's an
i mportant point. But the notion in our proposal anyway was to
have this, this sort of what we call the pool, the home, the
place to buy insurance, the haven, if you will. That place
woul d be a place where a standard benefit package defined in
some sense by some kind of political process would be applied
to everyone because society as a whole is on the hook for the
subsidy to cover the quote excess risk precisely for the
popul ation you think about representing. They' re going to be by
definition higher risk than average. Okay. They’'re going to be
in there. They’'re going to have a social price tag to their
participation.

What we are going to then | think engender is a process

wher eby there will be a nore clear |ink between what we pay as
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soci ety and what we're getting for it. It will be nore clear
what the value for dollar is. It’'s the same kind of goals that
Tom tal ked about. Get value for dollar that Bob tal ked about.
Get value for dollar but we can't get it until we get a process
energi zed enough to enpower the public buyer to do this
efficiently, to engage the providers.

In no way do | mean just using payment policy to hanmer
on provider’'s heads. | mean to get providers working to a
system that is indeed going to be nore efficient for all
concerned because the social willingness to pay is limted. At
the noment, we have this competing, what | would call not shell
game, but race, between who wi ns, who loses in a given year.
And when one side wins we get more generous. The other side
wins we get |ess generous and we never really attack the
fundamental issue. And |, that’s why | want to make the tax
subsidi es explicit so that we have to address the fundamental
i ssue every single year, are we willing to pay this or not.

ED HOWARD: Elliot.

ELLI OT W CKS: I just think it’'s, it’s important to
understand that when we gave everyone this assignment we were
actually asking them to address primarily the question of
coverage. And yet a number of these conpeting proposals, people
who did those spelled out in sone detail what they would do to

try to address the waste and inefficiency in the system | mean

there is a lot of concern about setting up monitoring systens,
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ways of neasuring quality, and so forth. And those of us who
neglected it didn't, wouldn't in any way di sagree with the
poi nt you' re maki ng.

Also just to reiterate what Bob said, it's inportant to
have i ncentives in the systemthat give people reason to be
concerned about cost and value. And | think all of us would
argue that these things have to be built in too. W just
didn’t, couldn’'t address everything in what we did.

ED HOMARD: And | think some of the other proposals do
address some of the issues you' re raising.

TOM M LLER: There are sonme other ways to deal with
some of your issue beyond just the pure financing and the
i nsurance.

First off, to the extent, you know Len was tal king
about empowering public buyers. I'd Iike to empower private
buyers because those are the folks who are receiving the care
and m ght have the greatest stake in knowing that the quality
of it is coordinated and it’s worthwhile.

But if you have a health systemin which people are
saving more of their noney on a |l onger-term basis for their
multiple long termcare needs, they will actually kind of be
mor e i nvolved, intelligent buyers. They may be interested in
havi ng a steady source of insurance such as through individual

i nsurance on a |longer-term basis than simply the erratic

epi sodes of who they happen to be working for to give in time.
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Whi ch may or may not match with what their |ong-term needs are

In addition, on the other correlations of health beyond
health i nsurance, in other writings |I’'ve tal ked about, there’s
a much bigger payoff to improve the education than there is to
expanded health i nsurance coverage. People are healthier if
t hey have better education. They can use the healthcare system
more effectively. The better educated actually get nore dollars
out of the approach.

There is also a better payoff to health outcomes if you
are nore actively involved in the self management of your own
care and that extends beyond sinply what you got out of the
doctor’s office but how you manage all of your healthcare.

In addition, to the extent we can improve people’s
broader socioecononi c status, which goes well before they step
into a doctor’s office, they'Il be healthier individuals.

And finally you know the problemis not that people
don’t know per se about good quality care they don’'t know the
price of it because they’'re not asked to kind of be active
buyers. If they knew better the price of the various care
options they had they m ght be better able to optimze the
overall value of what they’'re receiving

ED HOMARD: Okay. We have a couple of questions ai med
at tax credits. Let me pass them both and people can respond to

one or the other of them One of the questions is directed to

Elliott. Why repeal the income tax exclusion and repl ace it
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with a credit? Is the only rationale tax efficiency and
targeting?

And simlarly, or at least on the same general topic, a
different aspect of it, a |ot of proposals for expandi ng
coverage include tax credits. How do we inplement these credits
wi t hout further conplicating an already bewi ldering tax code?

ELLI OT W CKS: I, there is the main justification for
elimnating the tax credit is that it is an inefficient way of
usi ng money and it's unfair. People who have high incones are
more |ikely to have comprehensi ve coverage, to have enpl oyers
that pay a large proportion of the premi um and therefore to
benefit fromit. They al so have higher marginal tax rates so
t hey get more of the advantage from being able to exclude it.
So it is, it seems |like a very inefficient and i nappropriate
way to provide subsidies. You need to decide who needs the most
and provide subsidies in proportion to that. And that’'s what
tax credits do. The other system does not.

Of course, there are political reasons to be concerned
about being able to sell this idea and that’'s why we woul d have
a credit for everybody so you don’'t | ose all of the advantage
t hat hi gher income people currently have.

ED HOWARD: Okay.

TOM M LLER: |"d be quite comfortable to deal with the

tax exclusion by repealing it. The m stake though is what you

then do to the rest of the tax rates. So it's kind of a strike
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and |lift approach if | can borrow from Bosnia where you woul d
stri ke the tax exclusion but then you would lift everybody’s
income up by offsetting adjustments in the marginal income tax
rate. So you don’t impose a tax increase on people in order to
get rid of the distortions in the tax code that are caused by
t he tax exclusion.

The ot her way, the reason why | went the way | did with
the individual tax credit to keep it simple as opposed to nul ti
tiered phase outs and the usual ganmes that they play with the
code is, let’s make an approxi mation. The thirty percent was to
take in effect the | owest margi nal federal income tax bracket,
plus the payroll tax bracket and for most of the folks who'd be
in play that would in fact be an equival ent substitute so you,
and you make it for all purchasers. You don’'t kind of do
distinctions. We do tend to over engi neer the tax code as the
way to slip through the code would indicate. And therefore | ess
woul d be more effective than more.

ED HOMARD: And | guess at |east with respect to the
thirty percent estimate you would agree with the Di ck Gephar dt
plan, right? [Laughter]

TOM M LLER: Well, since | don’t have to pay off al
t he uni on members and state governnent enpl oyees for my primary
campai gn, it would be about half the cost of the current one

and | wouldn’t mandate it on small business men. But apart from

that, it’s a pretty good idea | guess.
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ED HOMARD: Well, actually, let me just address
somet hi ng that Bob Grist [m sspelled?] really was, really was
trying to get at | think very eloquently and that is conpare
your own plans, if you will to something that is admttedly
simple and would adm ttedly save nmoney on admi nistrative costs
like for exanple Medicare for all or a single payer system

which is actually somet hing that got voted out of |egislative

commttee in California while | was out there | ast week.

LEN NI CHOLS: Well, Ed, maybe that’'s a good reason you
shouldn’t go to California so often but | would offer that you
know si ngl e payer has al ways been a dream It is likely to
remain a dream It may even be a good dream But | just having
lived through what |’'ve through in the | ast twel ve years, |
don’'t see this nation ever going there because it |limts choice

way too nmuch. At least it’s hard to articulate a model that
does not. Maybe there is one. And nmaybe that will be
forthcom ng.

So it seems to me what our proposal is about is
precisely trying to take the goals and preserve as nmuch choice
as possible. We allow people to buy insurance on their own,
outside of regulation if they re happy doing that. If you don’t
find that compati ble you can cone inside our pool. W make a
haven for you. We subsidize you based on both income and your
excess risk and we allow people to move freely back and forth.

We woul d have a center benefit package. We woul d define
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t hat benefit package if we ended up with control, which | doubt
will happen. But if we do we would define it relatively
parsimoniously, allow insurers to offer supplements above it so
you don’'t have to have this one size fits all stuff. You can
have | ots of variation. But you've got to have a basic package
as defined so insurers can bid, so you actually have market

competition.

So to me the big difference in us and single payer is

choi ce.

ED HOWARD: Okay.

ELLI OT W CKS: I would agree with nearly everything
that Len said. | guess the additional element is that people

who tal k about the single payer system | someti mes think
oversimplify it. You still, it seens unlikely that we would
elimnate all health plans. That we woul dn't have insurers
involved in sonme way. | nmean we're trying to move Medi care
toward that kind of thing. | just don't think it's nearly as
simple as it sounds. And preserving choice | think is important
in our system and it’'s probably unlikely that the single payer
system coul d be sold.

JACK MEYER: Well, let me just add, | would go back and
guesti on the prem se that sonehow a single payer is
adm ni stratively sinmpler. |I nmean if you have a dream maybe
that's what you see. But it’'s very difficult for people who

have tried to compare the adm nistrative systems between so
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call ed, well single payer systens |i ke Canada and t he US,
because it’'s a very difficult thing to do because a | ot of the
things that really go on in private insurance have to be done
under public programs. They just don’t get in the accounti ng.
And so it’s not at all, | guess | would go back and questi on
even the first principle of that.

ED HOMARD: Okay. We may not sort this out all today
but it is a question that we probably will come back to over
the course of at | east the next six or eight months since this
does seemto be a subject that is, is raring it’s ugly
political head in a variety of forns.

Let me just ask you as you are packing up your things
to pull out that blue evaluation formand fill it out before
you | eave.

l'd like to take this opportunity to just thank the
Alliance staff, including Howard Eisenstein [m sspell ed?] who
wor ked so hard on this program The Robert Wood Johnson
Foundation for its support of the Covering Anmerica project,
Jack and Elli ot and Stan Dorn [ mi sspell ed?] and the crew at
ESIR for contributing the substance and so much of the
discourse on this and finally in general to our panelists whom
I would ask you to join nme in thanking for what | think is a
very useful and provocative di scussion today.

So hearing no objection the neeting is adjourned.

[ END TRANSCRI PT]
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