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The Pepper Commission: Judgements From Various Parties

University Honors Program

Senior Thesis

by Michelle Rogers




July 1, 1988, under pressure from Representative (Claude
Pepper, Congress established the United States Bipartisan
Commission on Comprehensive Health Care, popularly known as the
Pepper Commission. Public Law 100-360, Title IV, Subtitle A gave
the Commission a two-fold purpose. BiEat sl Swastto atudy the
need for comprehensive iong-term care and health care for the
elderly and the disabled. A report on thia subject with
recommendationa for action by the Congress was initially supposed
to be finished within =ix monthe. Secondly, the Commisaion was
to complete a report with recommendations on the problems of
health care access i1n America. This report, eriging by idietiai g
montheae after the firsat, significantly contributed to the
discussion of universal health care access in the United States.

The Commission’sa membership as prescribed by the law was to
include six Senators, six Representatives, and three Presidential
appointees. Authority to acquire staff and consultants, to
conduct hearinga, and to request studies and cost estimates by
Federal agenciea waa granted them. With 51,500,000 in funde
(P.L. 100-360), the Commiasion was given the resources to produce
a thoroughly researched plan with real potential for auccessa.

All of the persona eventually choaen aa Commisaioners were
outatanding leadera in the field of health policy.
Representative Pepper, the firsat chairman, was renowned for his
advocacy for the elderly and their health-care needsa.

Unfortunately, he did not live to see the completion of the

project that was to become his namesake. Representative Pepper’s



death temporarlily delayed the work of the Commission. A single
final report addressing both acceaa and long-term care was
eventually issued in March of 1990.

Portiona of the final report dealing with universal acces=zs
will be considered here, beginning with the first chapter,
devoted to the question "“Why Do We Need Health Care Reform?“ (21-
44) . The Commission found that an estimated 32 million Americans
currently had no health insurance and many more had grossly
insufficient coverage. Trendas in surveys since 1979 indicate
that the number of uninsured Americans is increasing. A
surprieingly large percentage of the uninsured are young people,
with young adulte aged 18-24 being most at riak for having no
Ccovaerage. Moat of the uninaured have low incomea, but about 75
percent eilther arxe employed or live in the household of someone
who 18 employed. The Commiassion pointed to less assistance with
insurance by employers and the lack of expansion of Medicaid
programs as significant factore in the problem (21-30).

The extent to which Americana tend to be underinsured is
another growing problem which puts many at ruinous financial risk
in the event of serious illness. A common measure for
determining the adequacy of a policy is whether or not the holder
is at risk of loasing over 10 percent of hia or her income. For
13 percent of the non-elderly, thia definition labela them
underingaured. For many, the riska are much greater (23).

By far, the moat common method for obtaining health

lnsurance now ie through employment-related coverage. However,




/olutionary changes in the insurance industry have made it

<
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increasingly difficult for many small businesses to offer an
nsurance plan to employees. When private insurance companies
firat came into existence, they were based on the concept of
apreading riasks among a large population. Gradually, companies
began to find ways to increase their profits by excluding high

risk enrollees . Briactices such as medical underwriting for the

]

purpase of excluding high risk individuals or groups or charging
them higher rates became common. aAmy cempany.,which . didynot
become selective would have a large number of high-risk
subscribers and, therefore, greater expense from claims. SQCh a
company would have to raise its rates to compensate for the extra
expense and could no longer compete for low-risk customers.
Eventually, it begame necesasary for all insurance companies to
adopt these practices in order to stay competitive and avoid
becoming a pool of only high-risk subscribers (House Committee on
Energy and Commerce 142-145).

Competition in the insurance market can make cbtaining
coverage: at’ atireacenablesrates particularly. difficult for small
businesses. They do not have the bargaining power of a large
company and can become less attractive as a customer if even one
member of the group is labeled as a high riask. Additionally,
small groups make it impossible for insurance companies to use
experience rating, judging a 'subacriber according to what the

actual average of claims has been. Small groups often experience

negative results from medical underwriting, tailoring of coverage




accordingtto’ medicalhisteorytotf dndividualasin thegebups If the
underwriting process finds some members to be high risks, then,
if the group ias offered coverage at all, the rates may be
exceptionally high, the high-risk members may be completely
excluded from coverage, or preexisting condition clauses may
disallow claims for the problems for which members most need help
tFidmalls Report , 252994

For members of the low-income population, Medicaid is the

primary provider of health coverage. Unfortunately, this program

D
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only reaches a few of the many poor who lack private coverage
Many poor persons do not qualify for Medicaid because, in
addition to financial qualifications, they must belong toc one of
several specifically protected groups. These groups include many
elderly or disabled persons and families with children, but
exclude childless persons who do not meet disability
requirements, no matter how desperate their situation may be.
Inconsistencies among state-imposed regulations often make
qualification even more difficult. However, what makes the
problema of Medicaid most disturbing is that, despite some recent
improvements, they seem to be becoming increasingly worse
overall. Fewer people are receiving coverage, with the number of
services covered declining and payment rates dropping well below
Medicare and private insurance payments (30-32).

For those who have neither private nor public health

insurance, obtaining gquality care, or any care at all, may be

impossible. According to one study, in 1986, an estimated one




million Americans were refused care by doctors or hoaspitalsa
because of financial reasons. Even when they do receive care, it
is often not provided in a way to best benefit them either
physieally rer financiell v The uninsured receive very little
preventative care and often do not seek treatment for existing
conditions until they become acute. This means that they suffer
unnecessarily, and money is lost through inefficient delivery of
care. In addition, these costs must be passed to someone.

Health care providers raise their rates to cover unpaidabi Ll
And in turn, insurance companies raise théi; rateas to cover the
increased costs. Typically, it is the privately insured wﬂo bear
the «f inal burden (33-3Z).

Those who are now fortunate enough to have health insurance
should not assumg that their position is a secure one. The cost
cf health care is growing at an astounding rate, and the number
of individuals who cannot find affordable health insurance is
growing in middle- as well as low-income groups. Accordingite
the Pepper Report, 11 percent of the gross national product is
currently being spent on health care. That number is expected to
rise to 15 percent by the year 2000. Even as the costs
skyrocket, doubts about quality of care surface (38-490).

Finding so great a need, the members of the Pepper

Commission were moved to work toward change. In the executive

summary of the report, every member agreed to a common goal:




The Commission isg committed to the development of

recommendations for public policies that will assure

all Americans access to affordable health care coverage

that allows them adequate financial pProtection: that

will promote quality care and address the problem of

health care costs; and that will provide the financing

required to assure access. (14)

Recognition of the need for health care reform was an
important atep, but the work of developing a workable plan was a
much greater challenge. Unfortunately, the Commissioners could
never come to such complete agreement on their recommendations
for action as they had in their commitment. At the final meeting
on“March“2¢ BEHSG RS recommendations on access to health care
fior Lihe non-elderly and for the accompanying financing proposals
were both approved by only eight of the fifteen members, a very
slim margin. Certainly, a lack of complete agreement does not
invalidate the Commission’s proposals. Their plan of action was
carefully constructed and should be considered as a real eption.

The Commission began its work by examining two alternative
approaches to the problen. The first possibility was to expand
Medicaid to provide coverage for the uninsured low-inconme
population. This alternative was dismissed because it was
determined unlikely to reach many of the uninsured and would not
deal with the problem of inadequate coverage. Also, it could
produce an unfair shifting of costs to taxpayers while relieving
employers of their share of the burden (Final Report 269-75).

The second alternative was to reorganize the health care

system of America by replacing alil Private insurance with a

publicly-based national health insurance. The Commission felt,

:



however, that this proposal would not draw widespread support and
would mean the loss of many positive aspects of private
insurance, such as variety of choice. This plan, too, was seen
as producing an undesirable burden on the taxpayer to the
advantage of employers (Final Report 275-79).

In the end, the Commission decided that the best plan would
consist of a combination of the two former approaches. That is,
emphasis would be placed on an expansion of employer-based
coverage and, for those whose need was not addressed there,
public coverage would ensure universal access. Using this dual
system, the Commission created a #blueprint" for establishing
universal coverage, detailed in the final report (53-82).

The first part of the plan aimed at the expansion of
employer-based health insurance. Reforms in the insurance market
would make it easier for small businesses to provide coverage.
With due consideration for needed adjustment time, both large and
small businesses would eventually be required either to provide
coverage for their employees or to subsidize their participatien
in*the*publ Ve Sprogran: Meanwhile, some sort of tax credits or
subsidies would be used to encourage small businesses to provide
insuranee @57 st

Bark twe of the plan atated that “all parties - emplovyers,
individuals, and government - should share in financing health
care coverage." To this end, limits should be created on the

burden placed on businesses and individuals. Everyone would be

expected to contribute, but beyond what they can afford, the




government must provide, in the way of tax credits and subsidies

(0]
)
St

The €hird part of the blueprint enlarged the roles played by
private insurers and the federal government in administration of
adequate quality care. Private insurers would be enccocuraged to
seek the best health care for their money and utilize managed

care programs. the federal government from

the states would be used to standardize public cov

13
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Ehesnatieoni(S7-59) .
PhecfsaPth “part of £ha plan set minimum standards tor bath

public and private insurance programs to ensure that evervone

y
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receives necessary care, including preventative care. e e
individuals sensitive to costs, reasonably limited premiums and

service costs wopuld be charged on all but preventative services

Finally, the commission recommended immediate action be
taken toward making the plan a Beall ol However, to avoid the
possible problems of making drastic changes too quickly, the plan
was divided into separate phases so full implementation would
occur aver time. In their "Recommendations to Congress,'" a

complete ocutline of the varicus sequential phases is presented

Gh8 52
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En wopder “for "fhe Eheir plan to provide guadli®yve egeit -
efficient universal care, the Commissioners believed that certain

reforms of the health care system were absoclutely necessary and

should not be delayed. A set of recommendations to reform the




health care system were written (Executive Summary Q=900

To this end, a “national system of quality assurance"”
should be established. This system would collect and use data
from across the nation to guard gquality of care and assess the
value of treatments. Information from this data source would be
available to groups to encourage the choosing of the best care
providers at the best price. Efforts should alsc be made to
address the problem of malpractice litigation.

The Commission also recommended that consumer cost sharing,
within reasonable limits, be imposed to make consumers aware oOf
the services they use and to prevent unnecessary treatment.
Because preventative care helps hold down future costs, 1t would
be encouraged by‘having no shared cost. Approved preventative
procedures would he ‘paidiforWwith public funds.

The Commission designed reforms in the insurance industry
that would cause the success of a company to be dependent on
efficient service and control of members’ health care costs. i
a company elects to provide insurance to small groups, it would
be required to meet certain conditions. It would have to accept
any small group requesting coverage and not exclude any menmnbers
on the basis of a preexisting canddiétions A community rating
system would be used to set all premiums for similar groups in a
similar area equally, and rates could not be increased for a
particular group without affecting the others (Final Report 59).
The Commission said that deviation from the community rate might

be allowed for certain demographic categories, auch as aax or

=
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The Commission praised Medicare’s new payment procedures.

It recommended that these methods be adapted for use in the
federal insurance program to help control costs.

Realistic recognition of access problems other than the
financial was a special aspect of the plan. Even if universal
health care coverage were achieved, the commission recognized
that "People in isolatedorural areas and inner:scities, and
particular segments of thesepopulation - minorities and the poor,
pregnant teenagers, the physically or mentally handicapped -
would still face difficultiesifinding and getkting E&he care\they
needia (BE )% The federal government should promote programs that
bring care to these groups (S56d.

The last part of the strategy for improvement of the health
care system recommended that the government work to give
preventative care a role of greater priority. Programs should
encourage individuals to promote their own health through changes
not only in medical treatments sought but also through healthy
dailyidistng (569 .

The Commission expected Medicare to continue to be the
primary provider of health care for the elderly. However, an
expansion of the program would be necessary ta meet the needs of
everyone over 65 years of age. Protection from impoverishment in
th

event of ericus illness would be needed as well as

O
i

preventative services. Also, some standardization and regulation

of Medigap insurance should be enforced.

10




The Commission used their resources to thoroughly research
the projected economic coats and savinga for the federal
government and other involved parties. The report contained
suggestions of ways to finance the federal government’s costs.
The Commission intended for the Congress to make the final
decision about which specific taxes would be used. However, they

suggested that the primary source of funding be a progressive

ot

ot
]

tax, aftfecting

I

ge groups, which would be able to produce
increasingly greater revenues to accommodate greater expenses
C137-88) .

Included in the final report are submissions by several

Hh

Commission members \i1aad= iy

D

r explaining their views on the

I

recommendations (14Z-261). Summaries of those letters follow.
Dr. James E, Davis, a presidential appointee, voted in favor

of all of the Commission’s recommendations. In the letter which

H

report, he defended the Pepper plan

[t
e

he enclosed in the 30

against a common

9]

omplaint. Some members argued that the
Commission had been negligent in not proposing specific sources
for funding of . it=s prepasalel PriSfavis*Eaid?it was, wise to give
only general advice to Congress on the question of finance. He
said:

To isolate one source of revenue to the exclusion of
all others would have sounded a death knell for a
report which is intended to serve as a viable framework
for the debate which must occur before the entire
Congress and within the White House. . . The economic
climate of this country is far from static and taxing
mechanisms which appear viable or attractive today can
easily tarnish or vanish tomorrow given the political
nature of our system. G177

11




a disappointment (220D
Senator Edward M. Kennedy alag voted in Support of all of
the Commisasion‘’s work., 5 o 5 letter, he expressed hisg
enthusiasm for the recommendations and his hope that action would
be taken soon to implement them (216 -7y
Senator David Pryor votad in tavor of aij the Pepper
recommendations, Hia statement exXprasased 2atisfaction With a job

well daone, bBut, ldiike GOakar, recognized that evVery member made

the national insurance plan, like the inclusion of pPrescription
drugs in coverage. He alasoc felt that more Cost-containment
strategies, €specially for malpractice reform and cantrol of
fraud, would have beeén beneficial. Like other members, Pryor
also expressed concern for the well—belng ot =2mall businegases,
He suggested that policies requiring them to provide Coverage to
employees be tempered by a recognition of the rising costs at
health care (226-228) .

Fimallivy. Senator Prvor called on President Leorge Buah te
lead the Movement for health care reform. Every inveoilved party
huat be committed to change, Pryor said, and presidential
leadership is a nNecessity (230).,

Representative Louis Stokes, who replaced the late Claude

Pepper on the Commission, voted Yes to al} ot the

recommendations. He said he would have preferred a national




He had several other minor concerns about the plan. Like Senator
Pryor, he believed that preacription drugs should be included in
the benefits of the national insurance plan and that small
businesses should be protected from excessive burden. Despite
these minor differences, Mr. Stokes supported the Pepper
Commizsaion’s recommendations wholeheartedly (241-44),

Among the seven Commissioners voting against the
recommendations on accesa to the under sixty-five population was
Senator Max Baucus. His complaint waa that requiring all
buainesaes to provide health insurance for their employees would
be eXcessively burdenaome to amall businesses. The problem. he
auggested, ia not a lack of willingness on their part, but a lack
of wab Lifity. They cannot afford teo provide coverage. He appealed
to a popular image in SaWE1 maypies I support efforts to make health
inaurance more atfordable, but not to shove it down the throats
ot the "mom and pPop" businesses that are the backbone of my
state, and the country’ (Final Report, 162-63).

John BEE Cogan waa one of only four Commissioners who voted
againsat all proposed recommendations, both for access and long-
term ecanes He explained his reasons for dissenting and
presented his own suggestions tor America‘’s access problem in the
final report. He mentioned firat the Commiassion’s failure t&
apecify how their propogals would be patdaforns This lack of
detail became a major point of disagreement about the usefuiness
of the Commission’s Eeports Claiming that the problem aof rapidly

rising health care costs was underestimated, Cogan insisted that

14
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the auccess ot a national health care program resta on better
costidcomt rall ¢ 16S5-66):

Cogan claimed there are three '"flaws'in the recommendations.
First, he said that the working poor would pay a
disproportionately large share of the cost. Forcing employers to
provide coverage or pay a penalty would result in lower wages and
higher unemployment for low-income workers who do not presently
receive insurance through their jobs. Cogan predicted that
between 500,00 and 1.4 million workers would lose their jobs as a
result of the plan‘s implementation (167-68).

The second flaw is that businesses which currently pfovide
better coverage than propoased public insurance would
gimultanecusaly reduce their coasta and their employeea’ caverage
by tranaferring employees from private to public insurance (168).

The final flaw noted by Cogan involved a prediction that
health care costs will continue increasing faster than personal
incomes as they have done in the past two decades. This means
that the burden on taxpayers to support the plan would also grow
steadily (168-70).

Cogan ended his statement by outlining his own plan to ease
the access problem. He started with this claim, "There is a
virtual unanimity among health researchers that our current tax
treatment of health insurance encourages excessive consumption of
health care services." Currently, inasurance purchases are tax-
exempt. Cogan auggesated that a limit be created, beyond which,

inaurance purchases would be taxable. He believed that this

1S
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apprcach would make conaumers more aware of their health care
spending, thereby helping to control health care costs, while
aimultanecuasly raiasing the necesaary revenue to aaasiat uninsured
persona below the poverty line in purchasing insurance from
private companies (170-74).

Cogan’a plan waa leas comprehensive than the Pepper
Commission’s recommendations. As it is stated in the Final
Report, it contains no provisions for assisting the uninsured who
do not actually fall below the federal poverty line or others
who, for various reasons, have difficulty qualifying for
insurance.

Senator Dave Durenberger voted againast the access
recommendations for those under age 65 but for access for the
elderly and long=zterm care. He, like other dissenting members,
mentioned tirat the aucceaseas of the Pepper Commiasion. The fact
that fifteen prominent figurea in health care policy worked
together and agreed upon the need for better access was an
important step. However, beyond asome success, Senator
Durenberger felt there were some serious errors in the specific
recommendations, such as the proposal to require businesses to
pay for health coverage for their employees. He believed that
individuals should share a greater part of the cost than the
Commission’s recommendations required. Durenberger felt that
federal tax-codes for employer-based health benefits should have

been addressed in the report. The problems of the Medicare

program were alao neglected in the report, according to
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Durenberger (181-182).

Representative Bill Gradison voted No on every set of
recommendations. In general, hia opinion of the Commiasicn’s
work was very negative. Expresasing his dissenting view in the
final report, he said, ‘""Regrettably, after much hard work and
unquestioned good intentionas by all, the Pepper Commiasion’s
report will only raise false hopes. Inatead of focusing on the
poasible, the recommendations make promises that simply cannoct be
kept."” He disagreed with their basic approach of outlining a
complete program that will be implemented in steps. Previous
federal programs implemented this way have failed. His ad?ice
inatead waa that it is “Beat to take measured action now and
evaluate our progress on a regular basis.'" He also complained
that the proposals are too expensive to be feasible and require
the federal government to enforce its will rather than allowing
state and local governments and the private sector the freedom to
work on the problems as they choose (200).

Repreaentative Pete Stark alaso voted No on every aet of
recommendations. He made the common complaint that the report
did not contain aspecific asuggestionsas for funding sources. More
aigniticantly, though, he had a plan of his own, called Mediplan,
which was essentially different from the Pepper recommendations,
introduced to Congress on July 18, 1990. MediPlan was, according
to Stark, superior to the Pepper Commission’s recommendations
because was "comprehensive and self-financing." In this progranm,

everyone would receive basic health care coverage from the

1574




federal government. He believed that tocusing on Job-related
coverage, aa the Commission’s broposal does, would mean that Some
1ndividuals, because of special circumstances, would face unfaip
costs or not be covered continuocusly. He expected part-time and
Seasonal workers and Persons who change jobs frequently to be
treated untairly, charged extra in their deductible, or left at
times without Coverage (232-33).

Stark claimed Ehat the Commissions’s recommendations would
be too atressful financ1ally for amall businesses. MediPlan
would not have thia problemnm. Because the risk pool for a
national Program would not penalize particular emplovers far
having high-riak workersas and because the government could easily
impose cost-containment Measures (anocther advantage), small
businesses could .afford their contributicon to the plan (233) .

Obviously, insurance companiea would loze most of their
business if MediPlan were instituted. Stark Suggesated they
expand their sales to include the now popular "Medigap"
inaurance, 3 3ervice more Profitable than standard insurance
(2879,

Senator John Heinz voted @gainst the access and tinancing
recommendations for the non-elderly, but tor the acceas
recommendations for the elderly. He supported the emphasia on
employer-related Coverage. Hisa major point of disagreement was
with the federal centralization of the Pepper plan. He proposed
an alternative setup in which the states would have nearly

autonomous control and most of the responsibility for funding,

18
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with the federal government providing conasiderahble financial
agssiatance. A state-based program, according to Heinz, would
avoid some problema that the Pepper plan would face. He warned,
“Historical lessons learned from our Medicare experience tell us
that the public loses when the federal government pre-emptas atate
rolea in coat containment." The federal bureaucracy involved in
a program asuch as this would be inefficient and could not
accommodate variations in local health care needs (201-05).

Another plague common to the federal government is the
inability to reasiast the pleas of special interest groups. This
could easily make cost containment policies impossible to ‘
implement when health care lobbies fight them. Interestingly,
Heinz accuaed the Pepper Commiasion of being too weak to atand up
to apecial intereatas groups. He asuggested that the Commission
waa unable to create any astrategy for cost containment because
“"key provider groups lobbied hard against ’‘their ox being gored’"
205988

As a final comment, Senator Heinz joined with those who
condemn the Commission for not offering aspecific funding
proposals (210).

Representative Thomas J. Tauke voted against all of the
Commission’s recommendations. He explained his dissenting views
in some detail in his submission to the final report.

Mr. Tauke vehemently opposed a job-related syatem of
inaurance aas the primary meana to universal coverage. He

expected the reaults of auch aa ayastem to be beneficial only to

19




the wealthier segment of the population. The employer
requirements to provide coverage he called:

& head-tax on labor, aubatantially increasing the coset

of employing our most vulnerable citizena - the young,

the unakilled, the disabled, the asingle mother or older

woman seeking to enter or re-enter the workforce and

the elderly aseeking to remain active in the workforce.

(247)

Mr. Tauke also felt that the unlimited tax deductions for
employers who provide insurance benefits would be a problem.
Individuals would work to acquire better and better benefit
packages which many large employers would gladly provide. No
matter how extensive or expensive the coverage, the employe?
would receive a tax deduction and the employee’s benefit would be
tax free. In many cases, the public would be subsidizing
benefits for well-paid individuala. Additionally, more extensive
benefite, especially lower or nonexistent deductiblesa, would
create a greater demand for health care services and drive up
pricesa. Here again, the working poor would suffer most.

According to the Pepper plan, amall businesses would be
encouraged to offer more coverage also, through a 100 percent tax
deduction. However, this approach would only contribute to the
problem of rising coastas and would not assist the unemployed
(247).

Like others, Mr. Tauke mentioned the difficulty in resisting
apecial intereat groupsa. He expected that this problem would

surface as legislators tried to contain the parameters of the

minimum benefit package. Health care providers would Iebby for

N
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their servicea to be included and the package could easily become
too extensive (247).

Mr. Tauke believed that the role of the federal government
ia too large under the Pepper plan. He cited Medicare as an
example of the results of federal control. Centralization is
aometimea claimed as a route to the reduction of administrative
coata. Tauke pointed out that although Medicare’s claims payment
and adjudication may be efficient, the additional paperwork this
program forces on health care providers is extremely costly.
Also, it is often claimed that federal centralization allows for
better cost control since the government becomes such a lafge
pavyer. However, Medicare again provides a contradicting example.
As Tauke explained,

The federal.government, through Medicare, is already

one of the largest purchasers of health care services,

and the track record on its coat containment is bleak.

wWwhile we have achieved some reduction in Medicare Part

A inflation, the rate is still well above general

inflation rates. Part B ias out of contrel,. with yearly

increases ranging from 11 to 13 percent. (2483

After ewxplaining his vote againast the Pepper
recommendationa, Representative Tauke presented his own plan for
providing universal access. His plan would limit.the tax eredit
given to an employer to a federally apecified amount based on the
average cost of a plan with a federally determined set of
benefits in the employer’s area. Employees’ tax incentives would
also be limited by this standard.

In Tauke’s plan, the unemployed and uninsured would obtain

coverage through the use of vouchers or tax credits. The

21
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Medicaid program would no longer be uaed. Tauke preferred a plan
of this type which he believed would allow consumer freedom and
encourage insurers to keep costs down and provide quality care

in order to be competitive (250-251).,

No member of the Commission showed as much enthusiasm for
the recommendations as itas chairman, Senator Jokhn b Rockefeller,
NS He has worked, zince its completion, to promote the
Commission’s work and similar plans. When he spoke before the
Senate Labor and Human Resocurcesa Committee, he defended aspects
ot the report which had been under attack. Addressing the ettect
that the employer mandate to provide Coverage would have on amaill

businesses, he referred to the fact that the phase-in achedule

contribution on the basias of payroll ahould ease the burden for
amall business (8).

Senator Rockefeller urged the committee to act. Warning
that waiting for "the perfect soclution® was a miatake, he said
“".F0 . we are now apending $600 billion on health care in this
country, and it is going to be £1.5 trillion in less than ten
years at current rates of greowth® (9) .

Leaa than two months after the release of the Pepper repart.,
representatives of the inaurance induatry gave their testimonies
at™a Jelnt hearing before the House Subcommittee on Commerce,

Consumer Protection, and Competitiveness and the Subcommittee on

Health and the Environment of the Committee on Energy and
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Commerce to expreas their opiniona on the report and to offer
their own suggestions for increaaing access to the health care
syastem. Among those who gave teatimony at the hearing were
Edmund F. Kelly, President of the Employee Benefits Division of
Aetna Life and Casualty, representing the Health Insurance
Asaociation of America, an organization consiating of 320 private
insurance companies which collectively serve over 95 million
Americans (124-37): Robert J. Laszewski, executive vice
president of Liberty Mutual Insurance Group (152-69); and Mary
Neil Lehnhard, vice president of Blue Cross and Blue Shield
Asgociation (137-152). In addition, a statement was submit£ed
for the record by the National Association of Health
Underwriters, an organization representing approximately 10,000
inaurance agents, brokersa, and producers (170-72). The testimony
given can be taken to be fairly representative of the general
consensus of opinion among those in the insurance industry.

A remarkable willingness to cooperate with insurance
industry reforms was displayed by all of the apeakers. They all
approved of excluding the pre-existing condition criterion for
the continuously insured, and for accepting all individuals in
amall groupa regardleas of their medical condition. Te
compensate for potential losses because of these policies, they
advocated the establishment of either state-run risk poocls or
private reinsurance of high-riask clients.

They generally agreed that a change in the basis of

competition for the insurance industry was appropriate. Mr .
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Laszewsaki approvingly aaid of the reforma, "“They can provide a
basis for inaurance carriers to compete, not on whon they will
underwrite, but rather on how coats can be caont relilad® “f1i57y .
All encouraged the expansion of managed care and certain policies
which could reduce specific gross inefficiencies and unnecessary
expenses, Malpractice reform was @ common theme, as was the
elimination of state-mandated minimum-benefit requirements which
often contain wastefully excessive provisions. Also mentioned
were atandardized payment aystems, public Boldows to bring more
physicians into tamily practice, government endorsement of a
limited number of centralized locations for expensive
technologically advanced treatments ao that asupply would not
exceed demand for treatment as it currently does. Other than
such specific requests, the emphasis was on leaving efficiency
improvement i{n the realm ot the private sector. Mr. Laszewaki
saupported hia case with a retference to national experience:

Government is not Known for managing

efficiency. That ia what the private sector

and the operation of market forces is known

+ ar.: The role of the health insurance

industry over the coming years should be ta

use our business skills to effectively manage

our customers’ health care dollars.

LS
Three of the four speakers opposed the employer mandate to

provide coverage. Mr. Kelly gave the familiar prediction that
employera who now supply generous coverage would find it
advantageous to dump their employeea on to the public insurance

aystem. This makes employers insensitive to the relationship

between the actual cost of coverage and the costs which they
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experience, thereby posing an obatacle to efficiency 29 N Me.
Lehnhard felt that a "massive federal program' might evolve from
thia practice (140) . According to Lehnhard, such a centralized
program would not be capable of providing cuatomized packages atf
benefits aﬁd personalized aservices as private insurance companies
do Glad;

M. Lehnard expressed concern Gover the possibility af .a
requirement that all clients of a particular insurer pe charged
the same rate. She said that companies which, like Blue Cross
and Blue Shield, have accepted an unusually large number cof high
risk enrcllees would suffer. Because of their greater
expenditures in claims, their average price would be too high to
be competitive. Those companies which had had a policy of
rejecting high r;gk applicants could afford to offer much more
attractive rates (146). She also claimed that such sprice
equalization could easily lead to even more people choosing Ea
pecome uninsured. Price averaging would increase the rates for
young and healthy perscons, making them more unwilling to spend
their money on health insurance they do not expect to need (146 .

Also present at the joint hearing before the House
Subcommittee on Commerce, Consumer Protection, and
Competitiveness and the House Subcommittee on Health and the
Environment were some representatives of business and the private
sector: Fredrick J. Krebs, manager of Business—Government Policy

Department, U.S. Chamber of Commerce (51-64); Walter B. Maher,

director of Federal Relations, Human Resources gffice, Chrysler




Corporation (64-83). A atatement was submitted for the record by
Susan Engeleiter, Administrator of the Small Business
Adminiatration (172-74). At a separate hearing held by the
Senate Labor and Human Resources Committee other representatives
of the business community spoke, including Bruce Mueller, a
representative of the National Association of Manufacturers (103-
119) and Barbara Decker, Health Plans and Claims Administrator,
Southern California Edison Company.

Not aurpriaingly, buainesas’s greateat concern with the
Pepper Commisaion’a recommendationa was the employer mandate to
provide insurance to emplovees. The Small Businessa
Administration easpecially feared the result it might have on
their members. Susan Engeleiter said that the mandate would mean
not only fewer j&bs, but alsoc a reduced competitiveness for small
buainess with larger firms and in the growing world market (1735.

Another common complaint among the business organizations
was that the Pepper Commission had not been aggressive enocugh in
its approach te cogat control. Barbara Decker and Mr. Maher were
also concerned that the government not contribute to the problem
of cost centrell for"the private sector. Maher commented, "All
publicly financed health programs should be operated ao as not to
cause providera to ahift costs to private sector payers.” Among
the changes necesasary to accomplish this goal would be expanded
coverage for the poor and more adequate reimbursement rates for
Medicaid. Such improvements would alleviate the need of health

care providers to compensate for their losses on non-paying or
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under-paying patienta by over-charging private payeras (64).

In general, the business community showed support for those
reformse which would reduce the cost of health care insurance but
opposed a legal requirement to provide it.

Familiar support was voiced for insurance reform. Mr. Krebs
deacribed the opinion of his organization, "“The Chamber believes
that the United States must return to the traditional concept of
insuranee, «the spreadingwwof risk across a . ..wide:population' (S52).
This theme becomes prevalent in nearly all the tesatimonies given.
It ias probably the most radical reform recommended by the
Commission to experience such wide support.

Speaking on behalf of the medical community at the hearing
before the Senate Committee on Labor and Human Resources were
thease spokesman:. Charles P. Duvall, president of the American
Society of Internal Medicine; Larry Gage, president of the
National Association of Public Hospitalsa: and Dr. Karen Davis,
chairperson of the Department of Health Policy and Management,
Johna Hopkins Univeraity. Aleo providing testimony at the joint
hearing before the Subcommittee on Commerce, Consumer Protection,
and Competitiveness and the Subcommittee on Health and the
Environment of the House Committee on Energy and Commerce was
Gerald F. Anderson, director of the Center for Hospital Finance
and Management, Johne Hopkins University (115-24).

The medical community ia keenly aware of insufficiency of
accesa to health care in America and greeted the Pepper

Commisaion’a recommendationa warmly. Many proposale by members
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of the medical profeasion for improvement of the health care
system preceded the Pepper Commission’s work. Many of these
advocate a federal health care program which would eliminate the
need for basic private health insurance. Aa described by Dr.
Charlea P. Duvall, the American Society of Internal Medicine
backa a aet of proposals very aimilar to the Pepper
recommendations (27). They agreed that an employer mandate for
the provision of employee coverage, in combination with an
extenaion of federal coverage to the uninsured is the most
appropriate plan of attack. They also prescribed reform of the
insurance industry, cost control procedures, and patient eost—
sharing like the Commission’a report (27).

Every apeaker from the health care profeasion was quick to
argue against the claim that the Commission’s recommendations
were too expensive. Mr. Gage is the president of the National
Asaociation of Public Hospitale which he described as "“90 public
and non-profit teaching hospitals that serve aa . . . "azafety
net  Theapistailia Sfortthe poor dn%most ‘of’ our natiion’ a Qargest
metropolitan areas' (57). He felt that immediate action was
needed and the Pepper proposals were a good starting point. Tt

wasa hia opinion that reform was long over-due:

. +« ». the only reason we have had the luxury of
debating rather than enacting universal health care
coverage all these years is because of the continued
exiatence of a amall and extremely fragile safety net:
this safety net is comprised on no more than tow to
threes hMindkeds pubilidie fand* nonprofd t-*hodpi tals Sa8s Didhe
condition of many of these essential safety net
providera has deteriorated substantially in recent
years . . . a8 a result, our nation’as health care
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syatem ia facing a crisias today of unprecedented

proportions." (60)

Dr. Davia saw the financial requirementa of the proposals as
insignificant and commented:

The access recommendations would, when fully

implemented, entail federal budget ocutlays of $23.4

il en gni 890 dod Lara, - about. 2 percent of federal

government revenues. Small modifications in the

exiating tax ayatem would be adequate to finance such

expanded coverage. Modest increases in alcohol and

cigarette taxes, for example, could finance well over

half the cost.

89

Senator Riegle, a member of the Senate Finance Committee,
supported the claim that money can be found once a program is
given priority. Hz mentioned the massive amount of money that
had been poured into the savings and loan system and callied the
tact that money was allowed to be an obstacle to healith care
access, Nedionn gsa sterrible contradiction an policy and prioxrity*
GBS0,

Ut the medical protessionals who spoke at these two
hearings, only Gerard r. Anderaon had a suggestion drastically
ditterent from thoae of the FPepper Commisaion. wWhile he agreed
with the expansion of employment basad coverage and most of the
inaurance induatry retforms, he disagreed with the requirement
that insurance companies guarantee acceptance to all groups
applying and provide coverage at standard community rates for all
Gl 1508 U0 D Aa he put 1t, "It does not make asense, for example,

for a amall firm of demolition experts to pay the same premiums

as a small firm ot accountants' ((119). His reason, then, for not
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imposing these rules of equity was that they simply could not be
enforced. Insurance companies would always be looking for ways
to avoid enrollment of high risk groups. Mr. Anderson offered an
alternative plan in which uninsured individuals be compelled to
purchase coverage from a single insurance company in each state.
Competition would occur on a state level where public and private
companiea would bid for the contract. Premiumsa, once determined,
would be shared by i1individuais and empliovers (or tne government
in the case of the unemploved) (118-119).

Becauae the Pepper recommendations do requlre a substantial
amount ot federal apending, no matter how afforaablie that 1s,
public support for health care retorm will be necessary it the
Commission’s recommeﬁdatlons are ever to lead to substantiail
change. Accordimg to a Gallup poll in Uctober of 1988, just
betore the election ot Leorge Bush, 44 percent ot the people
aurveyed said that, regardless of who was elected, proposing laws
Lo create a national health insurance pian should be a top
priority tor the next administration. However, 1in that game
survey, reducing the budget deficit, environmental protection,
and arms reduction all received votes for Lype ‘priority by at
least 62 percent of respondents (1988 = T e U W s A similar
gquestion posed November o, 13588, just two days petore the
election, showed concern tor health care to be an 1ssue strongly
divided on party lines. S1xty percent ot respondents planning”to

vote ftor Dukakis identified national health lnsurance as a "'top

priority,"” while only 28 percent of those planning to vote for




Bush called it a “top priority* (1888 Gallup 220).

Complicating the problem of allocating funding is the
strange habit of simultaneously maintaining irreconcilable
opinions. Namely, the American public wants to increase spending
tor practically every federal program without ever increasing
taxes. This well-known dichotomy is supported by another Gallup
peldls Ealsen 4o October, 13889. When asked about a series of

personal . fimsneiai roblems, "“Which of the followin worries vou
e g 4

taxes? (1989 Galdsp. 208). The same group of people were then
asked, "If you had any say in making the federal budget this
year, should spending be increased, decreased, or kept the  szame
for the follewing programs?" Sixty seven percent said health
care spending shguld be increased, S5 percent said decreased, and

4 per

N

ent said kept the same (1989 Gallup: 209-210) . However,

N

the answers to nearly all other categories, ranging from public
education to the reduction of air pollution to aid to farmers and

financial aid for college students showed their highest

percentages in the category "increased.® Space exploration and
assistance to first-time home buyers were dominated by “kept the

Sam

1)

votes. Only defense spending was less favored, recediyving
votes of 14 percent for increase, 42 percent for decrease, and 41
percent for kept the same. The pattern is clear. Americans
simply want to have their cake and Satndts ckteoo: It appears that
health care reform may have to depend on the manifestation of a

budgeting miracle or a vision of reality by the American pubd iz .
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Congressmen and the President are politically obliged not to
deviate Etoo far feon the nublic.will. However, sufficient
backing by powerful interest groups is often capable of
compensating for a less than perfect general consensus. As the
issue of health reform builds support, certain groups will be
certain to lcontribite tc the process. Insurance companies will
defend their interests and fight to the death against Any program
which premotes public health insurance for all. Health-care
providers are strong supporters of increased access. Business
lobbies will try to keep themzelves from having extra financial
burdens. SAemoall Sty ing to (shift the cost to someone else will
probably be the task of Eyvexv . droup involved.

As members of the Commission noted, another key element for

reform. 1a ans o, participation by the President, something

that has not recently occurred. Thus far, the only reforms the
President has dealt with specifically related to medical
malpractice, lowering the infant mortality rate, and promoting
childhood immunization (Rovner, “White House'" 1285). Though
Presidential action seems to be, in great part, a procuct of
pPublic opinion, a President who chooses to risk popularity may
attempt to set national priorities and sway the people to support
them.

Even without executive leadership, many Congressmen are
pressing for reform and working to sculpt legislation that can

draw widespread support. Both parties show and interest in the

isaue, but the Democrats have been the most active. Even within




the Democratic party, the most difficult problem has been trying
to achieve some consensus on what action is appropriate (Rovner,
“"Complex"™ 1437). There is considerable agreement about
malpractice litigation reform and some insurance industry reforn.
There could be legislation on these topics socon. However, with
the current climate of disagreement within the government and
lack ot comndiitmenten Sthe part of the public, it is unlikely that
a major health-care system reform will become law in the near
f utiiees

Eventually, action will become necessary. America’s health
care sysSten teanilahe . Perhaps, after a larger percentage of
Americans experience the problem first-hand, as they will, enocugh
people i LiE=EGESSSING to sacrifice, 1n dollars ‘and ideals, to

bring aEkance e
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