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system since thér.e_} is increasing reluctance to spend a greater proportion of income on health care. If
we look elsewhere for suggestions about how to allocate'scarce resources, two broad categories of
rationing systems exist. First, price mechanisms are used for many products and services to determine

- who gets what and how much of a finite product. Those bidding the highest price go to the front of the

rationing line. A second group of rationing systems rely on non-price allocation mechanisms.

- Falling in this second category, the Oregon Health Plan explicitly recognizes the need for rationing,

‘and concretely specifies by legislative statute who will get what‘and how much of Oregon health
expenditures. This article describes the Oregon Plan and how proponents expect this rationing system
will work. In contrast with the Oregon Plan, other rationing systems use combinations of price and
non-price mechanisms to encourage health care consumption at some points.and discourage health
care consumption at other points. I - '

One rationing system that relies on prices to ration health care is self-insurance.[1] For someone who
gets sick and does not have insurance, the decision to seek health care is made by weighing the costs
of care versus the benefits. Critics charge that price-based self-rationing systems lead to
underconsumption of kealth care and inefficient risk sharing. Most individuals cannot bear the ‘
catastrophic risks associated with major medical problems. To address these concerns, proposals such

. as Medical Savings Accounts combined with catastrophic kealth insurance attempt to join the

~ appealing behavioral incentives of self-rationing and the appealing risk sharing advantages of ‘

traditional insurance while eliminating the disadvantages of each. For more on Medical Savings

. Accounts and related proposals, see Goodman, Musgrave, and Rooney (1992), Dranove, Stanley, and

White (1993),’Goodman and Musgrave (1994), From (1995), Ferrara (1995), and Serafini (1995).

In addition to self-insurance and traditional health insurance, another alternative rationing system is
managed care systems stch as kealth mainténance organizations (HMOs), which employ indirect
rationing of health care services through the use of gatekeepers. Usually primary care doctors, these
gatekeepers:are given incentives to ration medical care according to the HMO's guidelines. As a group
or by themselves, individuals negotiate with HMOs about what these rationing guidelines should be. If

- an individual disapproves of the rationing guidelines, he or she is free to switch to a different HMO
. with different rationing guidelines. Both price and non-price rationing mechanisms are used. The

premiums ¢harged by expensive HMOs discourage individuals from picking HMOs with lax rationing

- rules. However, once an HMO capitation fee or premium is paid, an individual incurs no price penalty

for consuming as much health care as the HMO allows. For more on HMO-based rationing proposals,
see Robinson and Luft (1988), Morrison and Luft (1990), Enthoven (1991), DeBrock and Arnould

(1992), Bemnstein, et al. (1993); Brown ct al. (1993), Mauldon (1994), Miller and Luft (1994),

Eisenberg (1995), and Piper and Baﬁels ('1__995_)..

Traditional health insurance, the HMO, and the Oregon Health Care Plan have similar problems and
goals. Each must set up guidelines to encourage or limit health care expenditures in a wide range of
circumstances. Insight into the pros-and, cons of having legislatures rather than HMOs or health

insurers write the rationing rules can be'gained by studying the quality and product of the political
process that wrote the rationing guidelines for the Oregon Plgn. This public political process can then
be compared with the quality and the product of the internal corporate process that writes the rationing -
-guidelines for an HMO or traditional health insurance. Although this article describes the public

debate that wrote the rationing guidelinés forthe Oregon Plan; an equal inspeétion is needed for the
individual rationing process that océurs with self-insurance or the corporate process that writes -

rationing guidelines for HMOs and traditional health insurance.

THE OREGON PLAN

The goal of the Oregon Health Plan is universal access to health care. The Plan attempts to bring
uninsured residents health coverage through three main programs: Medicaid, employer-provided plans,
-and a high-risk pool. The Plan defines a basic benefit package that will be the standard minimum for
every Oregonian. It also reforms the small. group insurance market, incorporates major cost
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INSURANCE RATIONING VERSUS PUBLIC POLITICAL -
RATIONING: THE CASE OF THE OREGON HEALTH PLAN

This article describes the development and evolution of the Oregon experiment with public
political rationing in health care. As dissatisfaction with current health care rationing has o
mounted, the search has accelerated for alternatives to replace the de facto rationing generated by -
the private health insurance marketplace. As the foremost example of public rationing, the
closely-watched Oregon Health Plan is widely offered as an alternative to traditional private
health insurance. Other health care rationing alternatives include kealth maintenance
organizations (HMOs) and proposals that encourage self-rationing by individual consumers. .

To produce a product consumers want, kealth insurers must decide which health conditions they will
insure and stipulate the conditions customers must meet before collecting on their insurance policies.
Since customers avoid health procedures that are not covered by their policies, the prohibitions listed )
in health insurance policies effectively ration health care. People consume services:covered by
insurance policies, and they attempt to avoid services that are not covered. Insurance companies have
long grappled with the problem that consumption behavior changes when an individual buys an

insurance policy.

Traditional health insurance is only one of several kealth care rationing or cost-control systems. If

other rationing systems produce a better mix of risk sharing without the undesirable side effects of -

behavior changes that encourage over- or under-consumption, thése competing rationing systems will

gradually eclipse traditional kealth insurance. One proposed rationing system is a legislatively
determined list of covered conditions and rationing procedures: A foremost example of this type of

- alternative rationing system is the health insurance plan developed by the state of Oregon.

The debate over the Oregon Health Plan centers around the details of an appropriate rationing system
~ for the portion of state expenditures spent on health care. On what health care services and products is
this wealth to be spent? On who will it be spent? These questions are being asked of our health care
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containment provisions, and provides a political mechanism for controlling costs.

Through an expansion of Medicaid, the Oregon Plan seeks to provide universal access to residents -

- who fall below the federal poverty level. This Medicaid expansion would bring approximately 123,000

low income uninsured residents health coverage.[2] Also, the Plan mandates an employer-based
coverage law to provide health insurance to all employees who work for an employer more than 17.5
hours weekly.[3] This employer mandate would bring an additional 278,000 uninsured residents health
coverage.[4] In addition, the Plan calls for a high-risk pool to cover Oregonians with preexisting
medical conditions who did not previously qualify for health insurance plans.[5]

In 1987, when the state of Oregon began to explore ways to treat the health care crisis, the Oregon
Legislature asked six major health care interest groups to join forces to reform the state's health care
system. These six groups were health care providers, consumers, business, labor, insurers, and
lawmakers. Together they set-some guidelines to keep Oregon in line with its health care reform goals.
‘Amidst these guidelines, terms like "universal access," "basic care," "efficiency," and "economic.
stability" were introdiiced. ' - '

The guidelines included the following. All citizens should have universal access to a basic level of
care, regardless of wealth or status. There must be a defined process to determine what constitutes a
"basic" level of care. This process must be based on criteria that are publicly debated, reflect a
consensus of social values, and consider the good of society as a whole. There must be a mechanism to
establish clear accountability for allocating resources and the human consequences of those decisions.
Funding for health care must be explicit and economically sustainable. It must be balanced with other
programs that impact health. The health care delivery system must insure that effective and - _
appropriate services are provided and wasteful, unnecessary services are denied. [6] Between 1989 and -
1991, the Oregon Legislature passed a series of six bills for health care reform. This series of laws are
collectively known as the Oregon Health Plan. Then in 1993, the legislature passed a bill that allowed
implementation of theé health care reform bills to begin. ' '

The Framework of the PlanQ-Sénate Bill 27

The first and foremost bill was for Medicaid expansion. In 1989, Senate Bill 27 became law and
extended Medicaid coverage to every Oregonian with income below the federal poverty level. -
Currently, poor families in Oregon are eligible for Medicaid if their family incomes are lower than 50
percent of the poverty line. While pregnant women and young children are exempt from this role, most
single adults and families without children are excluded from Medicaid. The current federal poverty
level is a maximum income of $991.00 per month for a family of three. This means that in Oregon,
Medicaid is available to those who earn $495.50 or less per month for a family of three.[7] At present,
less than half of those below the poverty line qualify for Medicaid benefits.[8] ‘ R

Senate Bill 27 guaranteed every resident a basic health care benefit package. This benefit package,
known as the Standard Benefit Package, is based on a prioritized list of health care services. This list
was prioritized by an eleven-member, governor-appointed team called the Oregon Health Services
Commission. Consisting of five primary-care physicians, a public-health nurse, a social worker, and -
four consumers, this group sought data on the effectiveness of treatments for medical conditions that

commonly come under physician care. Physicians across the state responded by volunteering over
7,000 man hours to ‘this project. I ,

This governor-appointed 'grotp used the information to identify more than 10,000 illnesses, diagnoses,
and treatments and then condensed them into 709 condition-treatment pairs.[9] (For example,
appendicitis/appendectomy is one condition-treatment pair.) The members went on to develop

- seventeen general categories of medical services and ranked the categories according to social

importance. They then placed each of the 709 condition-treatment pairs into one of the seventeen

categories. This list is what was put forth as their defined basic services list. The Oregon Legislature
' defines the Standard Benefit Package for Medicaid from this list. Cost reductions can be achieved by
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reducing the list of condition-treatment pairs.

Senate Bill 27 also requires Medicaid to deliver health services through managed care plans whenever
possible.[10] This is designed to provide more efficient treatment at lower costs. The bill guarantees
that Medicaid providers will be fully reimbursed. This is designed to end the practice of not paying
health care providers for completed services. When not paid sufficiently by Medicaid, providers refuse
services to Medicaid patients. Or, if they accept Medicaid, providers cost-shift éxpenses and raise their
rates for other customers. -~ - ' S e e T

The Play or Pa& Employer Mandate--Senate Bill 935

The second bill was-Senate Bill 935. Passed in 1989, it requites eniployers to provide a-kealth
insurance benefit package for employees and their dependents equal to or greater than the-one supplied
to Medicaid beneficiaries. Employers must provide this:health coverage for all employees who =~
regularly work 17.5 hours or more per week. Employers who do not wish to "play” by providing a
group health insurance plan must "pay" a payroll tax to a state insurance fund. This'new Insurance .
Pool Fund will offer health coverage to employees and their dependents. '

This bill; nicknamed the "Play or Pay" employer mandate, made the private sector responsible for the
health care of people whose income was higher than the federal poverty level. It stated that employers
who choose to pay the employer payroll tax would pay atax equivalent to 75 percent of the costs of the
benefits package. Employees would be responsible fot the other 25 percent. The cost to:cover ,
dependents-would be shared equally by the employer and the employee.[11] The Oregon Legislature
-ordered health coverage provided by employers to meet the minimum Medicaid Standard Benefit
Package requirement. Coupled with Medicaid reforms, this employer mandate was designed to create a
health care system in which everyone is covered. I o

. Senate Bill 935 offered small employers tax credits for voluntarily providing health coverage for their
- employees before the tentative July 1995 implementation date. The Oregon Legislature established the . -
voluntary tax credit program through its Insurance Pool Governing Board. The Board certifies group
health insurance plans that are offered through five insurance carriers in the state. Participating =~
employers receive a state income tax credit for each enrolled employee. In 1993, this credit was $6.25
per employee per month; premiums for the group health insurance plans start at-$53.33 per month for
“the employer.[12] Each year the premium is adjusted to meet the current medical component of the
Portland (Oregon) Consumer Price Index. Employer tax credits are an incentive to encourage
employers to "play" rather than "pay." - . e - R

To qualify for tax credit, employers must have no more than twenty-five employees: The employer
must not have provided group health insurance for the past two years (i.e., first time self-insurers only)
and the employer must pay a $40 per month minimum premium for each enrolled employee.[13] By
October 1993, more than 5,500 employets-insuring more than 20,000 employees had already taken
advantage of the tax credit program. s s LT o o

" The High Risk Insurance Pool—-Sen‘ate Bill 534 |

The third bill was Senate Bill 534. It was the third of the three substantial health reform bills of 1989.
This bill established an insurance pool to provide coverage for people unable to qualify for health
insurance from private insurers. This pool, called the Oregon Medical Insurance Pool (OMIP), offers
people with preexisting medical conditions an opportunity to purchase health insurance. The pcol

- provides coverage to people who have either been denied kealth insurance, who have health insurance

with restrictive riders; or who must pay extremely high premiums.[14]

The OMIP was implemented in July 1990. As.of;April 1993, it has _scrvéd over 3,‘1'00‘_Orégonians-and |
is entirely supported by assessments on Oregon's health carriers. Among the pool's clientsare " .
- Oregonians with heart disease, cancer, diabetes, and respiratory ailments. These clients pay premiums
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that are set at 150 percent of the industry standard for the state of Oregon.[15]

These three 1989 bills--Senate Bills 27, 935, and 534--were designed to create a health care umbrella
assuring every Oregonian basic medical care. They were designed to cover all poor people below the

federal poverty line, all regular employees, and all individuals with preexisting medical conditions who
seek health insurance but do not qualify.

Defining the Basic Benefit Package--Senate Bill 1076

Three other Senate bills were passed to further reform the state's health care system. In 1991, Senate
Bill 1076 created the Small Carrier Advisory Committee. Their main function was to design a basic
benefit package--based upon the Medicaid Standard Benefit Package--that small businesses could
afford.[16] The estimated 38,000 small businesses that exist in the state have traditionally found it
difficult to afford group kealth insurance plans.[17] Thus, Bill 1076 was designed to ensure that all
insurance carriers that provide health insurance to small business firms in the state offer this plan at a
reasonable rate. The bill also expanded the Standard Benefit Package's services by requiring that the
Oregon Health Services Commission add mental kealth, physical medicine, and chemical dependency
services to the basic benefits list. The members created a separate list of 745 condition-treatment pairs
that incorporated these services.[18] This expanded list will be integrated with the basic benefits list in
future editions to create a more comprehensive basic medical services package. ‘

One program that was established by the Oregon Legislature under this bill was the Small Employer
Reform Law of 1991. This law created two insurance plans--a conventional insurance plan and a
health maintenance organization plan--that were made to be accessible to all small businesses.
Insurance carriers in Oregon that provide health insurance benefits for small business firms must offer
the Small Business Basic Plan to their clients. The law set a standard for premium rates within the
industry. The law also stated that rates must stay within 33 percent of an established price, which is set
for each different geographic region.[19] The Small Employer Basic Plan's benefits are similar to the
Medicaid Standard Benefit Package and include mental health, alcohol, and chemical dependency
benefits. The Small Employer Reform Law specifically states that all small businesses are guaranteed
access to these insurance plans as no insurance carrier can deny an employer this plan.

The law limited the denial of benefits due to preexisting medical conditions. it specified that pregnancy
could not be a basis for denying benefits as pregnancy cannot be considered a preexisting condition.

~ The law also outlawed selective cancellation of policies, thus eliminating the possibility of canceled
insurance coverage for individuals who develop high risk conditions. ’

Rationing Services to Control‘Costs-Senate Bill 1077

In 1991, Senate Bill 1077 established a Health Resources Commission to investigate ways to control
health costs. This group would develop cost containment programs to help the Oregon Health Plan

“meet its goal of economically sustainable universal health care. The goal is to study the impact of

- medical technologies and their costs. Their findings would be used to adjust the standard benefit
package. In Oregon and elsewhere, the composition and comprehensiveness of a standard benefit
package largely defines the cost of health care. The cost control or rationing process is one of

~ including or excluding services from the standard benefit package. '

The much-debated basic benefits list, which defines the Standard Benefit Package, was created through
evaluation of medical services and procedures, as well as input from demographic and kealfh interest
groups. The public political process that created this list is described later. The initial goal of the basic
benefit package was to promote primary and preventive care, carly intervention, and medically proven
treatment services. Medical services for the 709 condition-treatment pairs are ranked through a priority
process that weighs the effectiveness of services with the value to human kealth of that service. Thus,
proponents argue that the priority list in the standard benefit package controls costs by allowing
payment for effective care but refusing payment for inappropriate or nonessential care.[20]
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The Plan also attempts to control costs by modifying the health care delivery system through the use

of managed care. With managed care, a patient is assigned or allowed to pick a doctor or set of doctors
that monitor and oversee the patient's health. Advocates argue that a patient's health is better o
monitored over an extended period of time in a managed care environment, which reduces the need for

expensive specialty carc or hospital care. Managed care providers also act as gatekeepers who further
ration health care services. : :

Finally, the extension of kealth care to a larger proportion of the state's population may increase or
decrease medical expenditures. On the one hand, more people will be eligible to consume health care,
which will add to costs. On the other hand, by offering universal access, preventative low-cost health
care is made available to a greater percentage of the population. Proponents argue that this could
reduce the large numbers of expensive medical emergency procedures needed by people who cannot
currently afford ongoing preventative primary care. Also, as.universal coverage is approached, the
"cost shifting" of expenses from uninsured to insured patients is no longer necessary, thus reducing the
inefficiencies and costs associated with cost shifting.[21] . :

| Iliclusion of Poor Senior Citizens andrtbh.e Disabled--Sehate Bill 44

Also in 1991, Senate Bill 44 transferred the remaining Medicaid recipients--poor senior citizens and
the disabled--to the standard benefit package of the Oregon Health Plan. Because this bill would

reduce a number of Medicaid benefits, the bill needed waivers from the federal government. Shortly
after the Clinton administration approved these waivers, implementation began in February of 1994.

Also, the bill made it easier for the few senior citizens without health insurance to participate in the
Oregon Health Plan. . S '

1994 Implementation of the Plan—House Bill 5530 .

'In 1993 House Bill 5530 was passed, allowing the state to begin _implementétion‘of all the health care
reform bills. According to official records, the bill's implementation procedures included the following
elements:[22]

1. The bill set funding for Senate Bill'27 to begin on February 1, 1994. Medicaid expansion would be
funded by a combination of general state funds and a ten-cent-a-pack cigarette tax increasg, All state
funds would be matched with federal Medicaid dollars. The cigarette tax would be two-part. The first
five-cent increase would start in November 1993. The second five-cent increase would start in January
1994. Estimated funds raised for the Medicaid expansion for 1993 through 1995 is $65 million.

2. Lawmakers appropriated funds to cover services for the first 587 of 709 condition-treatment pairs on
the Oregon Health Services Commission's list for 1993 through 1995. These covered 587 condition
treatment pairs would make up the Medicaid Standard Benefit Package. Condition-treatment pairs
ranked 588 through 709 would not be included on the basic medical plan during these years due to
lack of funding. _ - '

3. The bill set funding for Senate Bill 44 to begin on January 1, 1995, bending federal govei'nment
approval. Funding for senior citizens ard disabled Oregonians would be covered by the Medicaid
expansion funds. -

4. Lawmakers approved the expansion of Medicaid for clients who require mental kealth, physical
medicine, and chemical dependency services. An augmented basic benefit package for these groups
expanded from 587 to 606 the number of condition-treatment pairs. Funding for this new integrated
benefit package was approved, expansion would begin on January 1, 1995, and full integration would
be complete on July 1, 1996, pending federal government approval. Future Medicaid basic benefit
priority lists generated by the Oregon Health Services Commission would merge the integrated list
with the basic services list. - | o ‘
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5. The bill set implementation of the employer mandate for medi
March 31, 1997, and for small employers, January 1, 1998. The ¢
July 1995) was set to allow employers a greater amount of time t
health care. Tax credits for employers who voluntarily complied
implementation deadline are still in effect.

6. The bill created the position of Oregon Health Plan Administ

Department of Administrative Services. This official would coor
the responsibility for carrying out its goals. According to official

© define a basic benefit package and the responsibilities of emplo

employer mandate program;

° develop additional ways to achieve universal access to kealth c

° develop an individual kealth plan option for low-income Oregg

employees who may not currently qualify for any of the program:

° develop a "consumer scorecard" to assist Oregonians in selectin
medical services; and

rage / OI L3

um and large employers to begin on
lelayed implementation date (initially
b prepare for funding their employees'
with the mandate before the

rator stationed in the state's
dinate health care reform and take on
records, the administrator would:

yers, employees, and the state for the

are for all Oregonians;

pnians and seasonal/part-time
5 of the Oregon Health Plan;

g health plans and providers for

° review and recommend cost containment measures, ways to increase the efficiency of health care

delivery, and ways-to increase the effectiveness of health care.
OREGON AS ONE EXAMPLE OF A PUBLIC POLITI

When Oregon set out in 1989 to create its basic benefit package,
were asked what they hoped would be covered. Health experts w
clinical effectiveness of medical services. Politically-appointed o
Services Commission reviewed the medical data and interviewed
should be covered under a "basic" care plan. These officials then
community meetings across the state to determine what Oregonig
package.[23] At these community meetings, citizens expressed th
‘they considered important in guiding the health care reform proc

ICAL RATIONING PROCESS

health professionals and Oregonians
ere asked to provide dataonthe
fficials serving on the Oregon Health
health care professionals on what
held hearings and forty-seven

ns wanted from a health care

eir opinions on what social values
ess.

After these public meetings, the members of the Commission con

preventative care and routine medical services made available fo
Oregonians wanted: healthy mothers and babies, comfort care (p:
terminally ill patients), family planning services, general preven

alike, prevention ranked before treatment of diseases, and treatm
highly. Oregonians considered some services less important. The

categories: treatment for conditions which heal on their own, cos
services.[24] '

In 1989, after input from health providers and Oregon citizens
" to develop a priority process for ranking medical services. After

!

cluded that Oregonians wanted
everyone. They also determined that
in medication and hospice care for
tive services for adults and children
nt for contagious diseases ranked
e services generally fell in three

etic services, and experimental

as collected, the Commission began
ighteen months of revisions, in May

1991 they produced a list of 709 medical condition-treatment pairs ranked by a combination of medical -
‘effectiveness and value to society. The medical effectiveness and| cost data was collected from medical
experts across the country; the data on social values was gathered from the public hearings; community
meetings, and a telephone survey in which random citizens were selected to rank the importance of
treatment for various health conditions. They looked at the three categories of data and combined them
into a formula for ranking medical treatments. These three factors were: expected clinical outcomes of
condition-treatment pairs, net cost of these treatments, and social vaiue placed on the condition-
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treatment. [25] Staff members then ran these three sets of data through a computer and came up with a
health services ranking based on cost effectiveness. ' :

The Second List

The Commissioners determined that output of this computer ranking led to some nonsensical results as
the computer prioritization process had not recognized the importance of saving lives over relieving
suffering. One example given is that tooth capping ranked higher than an appendectomy. Although an
appendectomy saves a life, it costs more than 150 times as much as.a tooth capping.[26]

The Commission members withdrew the list and went to work revising it, after recognizing the
computer had not taken into account the human and social factors involved. They removed the cost

+ factor and replaced it with a net benefit factor. Each of the condition-treatment pairs was assigned to
one of seventeen categories of medical services and then ranked within each category in order of - -
overall health benefit. The highest-ranking category was "treatment of acute, life-threatening v

. - conditions, where treatment prevents imminent death with a full recovery and return to previous health
state." The lowest-ranking category was "treatment. of fatal or nonfatal conditions with minimal or no
improvement in quality of well-being or life span."[27] The result of the revision was that the ,

_expensive life saving treatments that were low on the first list moved up on the second list. Treatments’

" with low net benefits or whose effectiveness was uncertain ranked low on this new revised list.

The Revis_ed Second List

Unsatisfied with this second list, commissioners carefully scrutinized it line-by-line. They made
adjustments "by hand" to respond to social values expressed by citizens. "They gave added priority to
preventative measures, moved maternity care services higher on the list, funded somé services for
reasons of compassion, and denied funding for conditions for which home remedy is sufficient."[28]
At this point in the prioritizing process, they allowed cost to be taken into account for some conditions.
.. The revised second list was completed in early 1992. . - S : S

The Third List

In August 1992, the prioritized list went before the federal government for approval. The Bush
administration had previously given encouragement to the work that had been done, yet the U.S:
Department of Health and Human Services (DHHS) rejected the Plan with the charge that it was in
violation of the 1990 Americans with Disabilities Act (ADA). This charge was based on the fact that
-the prioritized list of basic benefits had been created with social values that reflected the values of
healthy people. The federal government complained that the telephone survey used to collect public
opinion data was biased against disabled people. In addition to the disabled being underrepresented in
the statewide telephene survey, the government charged that it is dangerous for able people to rate the
‘quality of life of disabled people as they know little about the disableds' conditions that they
themselves never anticipate sharing.[29] For example, in responding to questions about what -
constitutes a good quality of life, fully functional people may be biased against the quality of
wheelchair life. I R ' :

In addition, the Oregon proposal expressly violated the ADA, which says that "no qualified individual
with a disability shall, by reason of such disability, be excluded from participation in or be denied the
benefits of the services, programs, or activities of a public entity, or be subjected to discrimination by -
any such entity." The lower the initial health states of disabled people, the less likely these people
would be to receive life saving treatment. They would, however, be more likely to receive treatment
that would improve their condition.[30] - : : S

In October 1992, the Oregoh Heaith Services Commission revised its methodology and produced a
new priority list to amend the ADA violation. They took four steps in drafting a new priority basic
benefits list. First, they removed all data generated by the telephone survey. Second, they discarded the
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seventeen categories that classified the condltlon-treatment pairs according to degrees of health -
benefit. Instead, they chose to rank the condition-treatment pairs based on the probability of preventing -
death. Third, in cases where two treatments were tied, the one with the greater probability for the
patient's full recovery received the higher ranking. If there was still a tie between the two treatments,

the one with the lesser cost ranked higher. Fourth, they applied social values that Oregonians deemed
important to the list. For example, intensive care for extremely low-brrthwe1ght babies was added to

the Tist.[31] This service and others that were not covered in the initial 11sts were added to this third list
in order to better meet the needs and w15hes of Oregonians.[32]

The Final Llst

In March 1993 the Commlssmn fine-tuned the list by hand for the last time. The Clmton o
administration approved the methodology and full 1mplementat10n of the Oregon Health-Plan ﬁnally
began. The first stages off Medicaid expansion began on February 1, 1994. As of Apnl 15, over 44,325
Oregonians had qualified to receive the Medlcald standard beneﬁt package [33]

THE CRITICS AND IMPACT OF A PUBLIC POLITICAL RATIONING PROCESS

‘ Cntlcs say that the costs of the Oregon Health Plan are large and underestunated They believe the
costs of expanding health benefits with a generous benefits package and the costs of coveting the
uninsured population will turn out to- be much higher than initial estimates. Other costs inflicted on -
insurance companics will cause them to recover costs by raising premiums or fee schedules wherever
possible ot leaving the Oregon insurance market eritirely. Initial estimates of the cost of the Oregon

' Health Plan are $169 million by the end of 1995 (63 percent federal and 37 percent state funding). The
state portion is financed by a $21 million transfer from the state general fund and $44 mllhon to be '
ralsed froma ten—cent—a—pack cigarette tax.[34] .

Other critics believe the public political rationing process of the Oregon Plan will turn out to be more
inefficient and ihequitable than the current rationing system. Thomas Higgins, an insurance executive
and former Deputy Sectetary in the Cabinet of President Jimmy Carter, says that the Oregon
experiment has shown us that political clout can determine which medical procedures are funded.
Through an oversrght board, selected to represent kealth interests and voter blocks, and pohtlcally

mandated revisions in the hst the rationing process is fundamentally flawed because it is a political
process. "The determining factor was political clout," Higgins said. "The poor don't vote, and they
don't have political action committees. Public employees and senior citizens do." [35]

"Contrary to what the proponents suggest thls debate is not about ratlomng, per se;" says Higgins. -
"Obviously, in any s1tuat10n where there is inelastic demand and finite resources, such as health care,
there has to be rationing." Although Higgins agrees that the current rationing process is fundamentally
flawed, he does not want to make the situation worse. In addition to funding the politically powerful,
H1gg1ns believes a state-mandated set of rationing guidelines reduces medicine to a "recipe." He
suggests that commissions of experts will never be able to design appropriate medical treatment recipes .
for everyone as well as individual doctors customizing treatments to specific patients. Regardless of -

any other factor concerning a patient's health status, reimbursement is based on whether or not a given -
procedure is above or below the funding cutoff point. Higgins- objects to this type of ratlomng ‘because
human beings should not be so readily classified. Doctors and patients'will not want to give up their
medical decision rights to a far-away over31ght board that does not know their specific circumstances.

"By following blindly the Oregon norms,’' Hrggms says, "any number of absurd outcomes (are) bound
to result."[36] . : '

The Impact

If public, legislatively mandated ratlomng systems become commonplace, and the ratlomng
mechanisms of traditional health insurance decline in importance, the Oregon Plan may becomea
prototype fora Umform Model Health Care Act, or a lesson in the pltfalls of legislatively mandated

./fulltext asp?resultSetld=0000000000-0----- - - &hitNum= 9/16/99
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ratioﬁing systems. The basic: benefit package might form the nucleus of a widely accepi:ed_and widely
copied benefit package, or an example of the unintended effects and underestimated-costs of expanding
a new entitlement to large numbers of the population, - - o ‘ B '

The Plan calls for a Health Plan Administrator, more staff to conduct hearings on a broad range of
health care topics, a compliance department to police abuses, and oversight or governing boards. In"
addition, significant new duties are necessary to advise, carry out, and police activitiés that were

- previously performed by private health insurers. Regulators must be willing to perform explicit

_rationing, which by definition involves denial of services. Regulators must be willing to make difficult

- decisions that certain procedures aré ineffective or cost too much. An additional duty of regulators will
be to manage the new insurance funds or pools set up by the legislation. High-risk pools and
Catastrophic Health Insurance Plans (CHIP) transform regulators into health insurance providers.
Needless to say, this:transformation implies significant new duties. Also, high-risk pools that are
already in existence must be modified to conform to the new legislation. T s

Unforeseen conflicts, interrelationships, and other problems areé sure to arise. If mandated__"r.ationing

'+ guidelines apply only to select population groups, as in the Oregon Plan, these new. guidelines will

have to be integrated with existing laws covering private health insurance. The interrelationships and
conflict between the Oregon Health Plan and the Americans with:Disabilities Act is one example of
unforeseen legislative conflicts. Other unforeseen problems include the unexpected growth in the

~, numberof poor enrolling in the Plan. From February 1, 1994, to April 15, 1994, 40 percent.more

individuals enrolled than expected. Another problem involved pricing of services. For example, -

dentists have left thousands of the state's poor without the Plan's promised dental care because of low
reimbursement rates.[37] B : o . r
Most fundamentally, the health insurance industry must adapt to a new environment. The old world of
health insurers attempting to acquire insurable risks and avoid non-insurable risks can fast be
transformed to an environment in which customer screening is prohibited. Traditional regulation

- presumes that insurance companies operate to avoid adverse selection by high-risk, high-cost .

individuals. A new set of regulations is necessary for insurance companies that must accept all
applicants, regardless ofrisk.” . . : : S .

 CONCLUSIONS

~As recently as thirty-five years ago, more than half of all personal kealth-care expenditures were paid
directly by patients.[38] This price-based self-rationing system gradually evolved into our current
rationing system=-one in which third parties.(insurance companies, Medicare, etc.) pay for and ration
medical expenses. This current rationing system has drawn much criticism both for its inability to limit

-the-aggregate amount of national income going to health care and the-poor allocation of health care
_dollars once in the system. ' AR A : S

Several new, and old, rationing systems have been proposed to address this health care crisis of the
1990s. Some propose going back to a system in which individuals self-ration medical services by
 choosing not to spend their money on specific medical procedures. Medical Savings Accounts is one
‘example of this rationing approach. A second solution, argued by health insurance executives, is to-
keep the current reliance on'kealth insurance but to fine tune the contract between insurance :
companies and individualsto promote more cost controls and a better allocation of services for health
care dollars. A third system of health care rationing relies on medical gatekecpers hired by health
* maintenance organizations (HMOs) to police excessive ‘or poorly allocated health expenditures. The
fourth rationing system under discussion, and the one described in this article, is the use-of an explicit,
legislatively mandated rationing system. In this rationing system, the political process is used to
~ determine who gets what--and how much--health care. The pros and cons of each medical procedure
are debated publicly.and voted on by commissions that are designed by elected political leaders. This
transfer of health care rationing authority to political representatives necessarily reduces the rationing .

authority of individuals, physicians, gatekeepers, and insurance companies. However, the,authority of

-./fulltext.asp?resultSetld=0000000000-0------- - - &hitNum= 9/16/99
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state and regulatory agencies will expand greatly with a transformation to a legislatively mandated
rationing system. _ _ ; : :

The Oregon experiment with explicit rationiﬁg using an open political process has drawn attention to
older implicit rationing systems. With virtually unlimited demand and scarce resources, rationing in
health care is a fact of life. So long as rationing is implicit, and without a great deal of open policy
analysis, it has been tolerated. The Oregon process has forced the rationing process out into the open.
Prices and markets, in contrast, ration with an invisible hand; people register their preferences through -
prices and purchases, not votes. Not surprisingly, the rationing choices made by people spending their
own money will be different than the rationing choices made in a public political process.

NOTES
1. Purists would argue that one cannot self-insure, and that the technically correct term is self-funding.

2. Oregon Health Division, 1993, "Health Insurance Coverage in Oregon: Estim'ates‘ for 1990 to
1992," Office of Health Policy, August: p. 26. ' _ '

3. AAltematively, employees working less than 17.5 hours per week are excluded. Empl_oyérs might be
motivated to limit all part-time employee hours to avoid coming under the plan.

4. Oregon Health Division, 1993, "Health Insurance Coverage in Oregon: Estirhates for 1990 to
1992, p. 27. ' '

5. For further discussions of the Oregon Health Plan refer to: Mabhar, M., 1993, "Memo to Hillai'y:
Here's How To Cure What Ails Our Health-Care System," Barron's, March 1, pp. 8-11; Morell, V.,
- 1990, "Oregon Puts Bold Health Plan on Ice," Science, Vol. 249, August 3, pp. 468-471.

6. Oregon Department of Human Resources, "The Oregon Health Plan," Office-of Medical Assistance .
Program, revised October 1993: p. 7. SR

7, Ibid., p. 11.

8. Forma'n, J.,1984, "Deﬁning Basic Ben,efifs? Oregon and the Challenge of Hé&zlth Care Reform,"
Report from the Institute for Philosophy and Public Policy, Winter/Spring, p. 14.

9. Weiner, J.. 1992, "Oregon's Plan for Health Care Rationing," The Brookings Review, Winter, Vol. _
11,p.26. o o : .

10. Oregon DepMent of Human Resources, "The Oregon Healt.hﬁPlan","' p-17.
11. Thid., p. 19. |
12 Thid,, p. 21.
13. Ibid.
14.1bid, p. 18.
15. Ibid.
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" Health Care for All or an Excuse for Cutbacks?," Business Week, June 26, p. 68; Morell, V., 1990,

"Oregon Puts Bold Health Plan on Ice," Science, Vol. 249, August 3, pp: 468-471; Mothner, 1., 1989,
"Drawing the Line," American Health, Vol. 8, pp. 72-74. : -

2'1. The reader éhou_'ld not confuse cost shifti:ng Wlth cost containment. Cost shifting limits sp.ending for

one payer whereas cost containment limits spending for the system as a whole.

%2; Oregon'Departrngnt of Human Resources, "The Oregon Health Plan," p. 12.
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28. Ibid.
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30. Ibid., p. 16.

'31.Tbid,, p. 18,

32. For further information regarding the 1992 prioritization process, refer to: Oregon Health Services
Commission, 1993, "_Ordering,of the October 30, 1992 Prioritized Health Services List," January.

33. O'Neil, P., 1994, "Vital Signs," Thé' Oregonian, April 26, p. Al.
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Street Journal, March 1, p. Al. | - C : :

35.Higgins, T., 1992, "Rationing in Orggbn," Commonweal, September 25, Vol. 119, p. 5.
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DEPARTMENT OF HUMAN RESOURCES

OrriCE OF MEDICAL ASSISTANCE PROGRAMS




WHAT's NEW:

Expanded mental health benefits, formerly available to only 25% of Or-
egon Health Plan clients, now are available to all clients, as of July 1,
1997. Managed care mental health benefits are being phased in.

The 1997 Oregon Legislature approved several changes in the Oregon_
Health Plan. ‘

Q 'Some full-time college students now may be eligible for OHP Médi"caid |
coverage, if they meet certain income and other gmdelines. Eﬁ‘ecuve
January 1, 1998. See page 7.

Q Income level raised for pregnant women, from 133% to 170% of the Fed- |
eral Poverty Level. Effective March 1, 1998. See page 7, page 12.

Q The new Family Health Insurance Assistance Program will help pay for :
coverage for some low-income workers. See page 11. -

T]:us publication is available on the World Wide Web:
http://www.omap.hr.state.or.us/library/OHP. Overvnew html

Also available on the web: OHP Progress Report, Volumes 1 and 2 Pnon-
tized List of Health Services, Children's Health Insurance Program con-
cept paper and state plan, and other mformanon. '
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..isa blueprmt for universal access to basic and affordable health cover-
age. It offers:

> A basic health care package for low-income persons

» Health insurance for individuals who have been denied coverage for
medical reasons

> Two voluntary group insurance plans available to smail employers —
one offers low premiums, the other guarantees availability
> Reforms to make insurance more available and affordable

» Assessment of new technologies and their need in partxcular geographic
regions-

> Assessment of service expansions and cost-containment

A bipartisan plan, it was created by the people of Oregon through commu-
nity, business, labor and government participation.

The Oregon Health Plan also:

* Seeks to lower costs by reducing cost-shifting; emphasizing managed
care, preventive care, early intervention, and pnmary care; and not cov-
‘ering ineffective care.

« Provides a political dynamic for controlling costs by addressing the real-
ity of fiscal limits; recognizing medical care as one investment affecting
health; providing a political framework for balancing public spending to
keep people healthy; and making decision-makers publicly accountable
for fundmg decisions

« Provides broad-based, bipaféisan consensus on health policy reform

Oregon Health Plan Overview




INTRODUCTION

The rising costs of medical care and the growing number of people
unable to afford it threaten the social and economic health of Or-
egon and the rest of this country. The root of the problem lies in the
lack of an explicit health policy and rational and equitable means of
allocating health care resources.

Our system has evolved piecemeal with no long-term policy objec-

tive, creating enormous coverage gaps and contributing to rising
costs.

Millions of Americans currently have no guaranteed benefits because

they can’t qualify for public assistance (Medicaid), are not covered

by an employer, and can’t afford individual coverage. They are, in effect,
excluded from our health care system.

Instead of seeking early preventive care, they get expensive emergency
care when their illnesses become severe. The costs are shifted to paying
patients, causing their medical bills and insurance premiums to rise.’

States traditionally have responded to rising costs by reducing the num-
ber of people eligible for coverage, and reducing reimbursements to pro-
viders. In the private sector, employers reduce or drop coverage. The re-

sult: ever-escalating costs as more people are priced out of coverage and
into the “cost-shift.”

Beginning in 1987, a group that included health care providers and con-
sumers, business, labor, insurers and lawmakers, agreed on a common
objective — keep Oregonians healthy. They answered three basic ques-
tions: who is covered, what is covered, how is it financed and delivered.
They then developed a political strategy to attain their objective.

They agreed that:
. All citizens should have universal access to a basic level of care
« Society is responsible for inancing care for poor people |
« There must be a process to define a “basic” level of care

« The process must be based on criteria that are publicly debated, reflecta
consensus of social values, and consider the good of society as a whole

» The health care delivery system must encourage use of services and
procedures which are effective and appropnate, and discourage over-
treatment : :
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. Hea]th care is one important factor affecting health; funding for health
- care must be ‘balanced with other programs which also affect health

Fundmg must be explicit and economically sustainable

* There must be clear accountability for allocating resources and for the
~ human consequences of funding decisions

The result of this debate: From 1989-1993, the Oregon Leglslature passed
a series of laws known collectively as the Oregon Health Plan.

| ; : Senate Bill 27 (1989) extended Medicaid coverage to Oregomans
Legislaﬂve hiStOi”)/ with income below the federal poverty level and guaranteed a set

of benefits (Basic Health Care Package) based on a prioritized list
of health services. This expansion required waivers of federal law-

from the Health Care Financing Administration (HCFA).

SB27 reqmres that Medicaid deliver services through managed care plans
where possible. It also requires reasonable reimbursement rates to end
the cost-shift due to Medicaid underpayment.

SB27 also created the Oregon Health Services Commission to rank medi-
cal services from most to least important to the entire population. The
Legislature defines the Basic Health Care Package from this list.

Senate Bill 935 (1989, amended by SB 1076 in 1991) required employers

by July 1, 1995 to cover employees working 17.5 hours or more per week
and their dependents, or pay into a special state insurance fund which will
offer coverage to those employees. This provision was known as “play or

pay,” or the employer mandate. Small employers received tax credits for
voluntary coverage before July 1995.

The 1993 Leg1slature delayed implementation until March 31, 1997, for

~ businesses employing 26 or more; and to January 1, 1998, for those with

25 or fewer employees. To take effect, the employer mandate needed a
Congressmnal exemption to the federal Employee Retirement Income Se-

, curity Act (ERISA). The 1993 leglslauon set a deadline of January 2, 1996,

for that exemption. Because it didn’t occur by the deadlme, the employer |
mandate was repealed.

Senate Bill 534 (1989) created the Oregon Medical Insurance Pool (OMIP)

which offers health insurance to people who cannot buy coverage because
of preexlstmg medical problems.

Senate Bill 1076 (1991) made insurance affordable and available to sma]l
businesses (3-25 employees), by creating one guaranteed-issue policy which
all small-business msurance carriers in Oregon must offer, and other in-
surance reforms. -

Senate Bill 1077 ( 1991) established the Health Resources Commission to

develop a process for deciding on the allocation of medical technologies in
Oregon. : ,
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House Bill 5530 (1993) allowed the state to unplement the Oregon Health
Plan by:

¢ Funding the Medicaid expansion begmmng Feb. 1, 1994, using general

funds and a 10-cents-a-pack cigarette tax increase, and matchmg federal
funds;

* Funding the Basic Health Care Package for 1993-95 to cover 565 of 696
services on the Prioritized List of Physical Health Services; '

« Funding integration of seniors and persons with disabilities into the Ba-
sic Health Care Package (January 1, 1995);

* Approving the gradual expansion of coverage for mental health and chemi-
cal dependency services for Medicaid clients beginning Jan. 1, 1995,
Expanded mental health coverage was begun on a demonstration basis

in 20 counties, representing about 25 percent of the Oregon Health Plan
client base

« Creating the position of Oregon Health Plan Administrator (now the Of-
fice for Oregon Health Plan Policy and Research - see Page 11.)

The 1995 Legislature passed SB 152, a major insurance reform package. It
includes provisions to ensure that health insurance coverage comparable
to that available to large groups is available to individuals or groups of two

or more. It also addresses “portability”, to ensure that coverage for these

small groups can continue if a covered person leaves the group.

~ The 1995 Legislature also approved premiums and a $5,000 1i<juid asset

limit for people newly eligible for Medicaid under OHP. It removed full-time
college students from those eligible for OHP benefits; ehg1b1hty for some
college students was restored in 1998.

Since July 1, 1997, all OHP clients have bccn_ eligible for expanded ine‘ntal
health benefits. These benefits are provided through mental health organi-
zations (MHOs), which include private non-profit agencies or consortiums,
county mental health departments and regional consortiums of agencies.

Oregon voters in 1996 approved an additional 30-cent cigarette tax to in- .
crease OHP funding and pay for the new FHIAP (see page 11). The 1997
Legislature approved and funded an expansion of the OHP Medicaid pro-
gram to cover more pregnant women. It also restored eligibility to full-time -
college students who meet OHP income and asset criteria, are otherwise

uninsured, and meet famﬂy economic standards for federal Pell grant eli-
gibility.

In 1997, Congress created a new program to increase funding to states f01_'
coverage of low-income children. Oregon’s Children’s Health Insurance Pro-
gram (CHIP) is administered by OMAP, using standards established for OHP.

With this increased state and federal funding, the OHP benefit package
was extended to pregnant women with income up to 170% of the Federal
Poverty Level, on March 1, 1998; and all uninsured children up to 170% of
the poverty level, beginning July 1, 1998
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The 1997 Leglslature also created a subsidy program, which will help low-
income working people pay for private group or individual health care cov-
erage. The Family Health Insurance Assistance Program (FHIAP) is admin-
istered by the Insurance Pool Governing Board. For more on FHIAP, see
page 11.

MEDICAID‘E)(PANSION AND REFORM

Oregon is operatmg a ﬁve-year Medicaid demonstration under the Oregon
Health Plan. This project, which began February 1, 1994, is operated un-
der a waiver of traditional Medicaid rules. The waiver was granted in Ma.rch
1993 by the U.S. Health Care Financing Administration.

Since then, it has extended a Basic Health Care Package to a monthly
average of about 100,000 newly eligible persons, in addition to about
250,000 Oregomans who previously qualified for Medicaid. It covers most
people below the federal poverty level, as well as many seniors, persons
with chsabi]iues, and foster children. It also covers pregnant women and
children under age 6, up to 133 percent of poverty level.

For more information on Medicaid reform under the OHP, see pp. 12:16.

OREGON MeDICAL |NSURANCE PooL

The Oregon Medical Insurance Pool (OMIP], the “mgh risk pool” was es-

tablished by the Oregon Legislature in 1987 to provide access to individual

medical insurance for Oregonians who are unable to obtain it because of

: - health reasons. OMIP began offering coverage in July 1990. It has more
- ' than 4,500 policies currently in force, insuring more than 5,000 lives. There

is no enrollment cap and no waiting hst. To date, OMIP has insured more
A tha.n 11,000 Oregonians.

.OMIP also offers portabihty ‘coverage to people who have exhausted their
COBRA benefits, have been continuously insured for 18 months (with the

last plan being a group plan), or who have moved out of the carrier’s service
area.

OMIP premiums, paid by insured individuals, are not subsidized based on
the individual’s income. The medical eligibility rates are setat 125% of the
individual market standard; portability eligibility rates are set at 100% of
the standard. Claims are paid with premium dollars and through an as-
sessment on Oregon licensed insurers and reinsurers.
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The pool offers four different insurance plans: traditional indemnity, pre-
ferred provider, managed care, and low-cost/limited benefit. Premium rates
are based on the age of the oldest enrolled family member, the plan se-
lected, number of family members covered and geographic location. The
average person age 50 would pay medical eligibility premiums between
$226 and $385 per month, depending on the coverage.

- ASSISTANCE FOR SMALL EMPLOYERS

Small employers have found it particularly difficult to ptu'ehase health in-

- surance. The Legislature created two programs to help small business meet

the goals of the Oregon Health Plan.

The Small Employer Insurance Reform law of 1991 created a conventional
insurance plan and a health maintenance organization (HMO) plan acces-
sible to all companies employing two to 50 people. Any insurance com-
pany in Oregon’s small business market must offer this “basic” plan, and
no employer in that category may be refused. An estimated 38,000 such
businesses exist in Oregon. The plan's benefits are “substantially similar”

to the Basic Health Care Package, and include mental health and alcohol
and chemical dependency benefits.

The 1991 law took steps to address problems that small businesses face in
obtaining group policies, including:

* Limiting denial of benefits due to preexisting medical condmons and
excluding pregnancy from the deﬂmhon of preexisting conditions

- * OQutlawing “selective cancellation” of pohc1es. even for md1vxdua1s who

develop high-risk conditions

¢ Controlling premium rates. Rates for new busmesses must be within 33
percent of the midpoint in a geographic area; on renewals, the carrier
must be within the approved annual trend (usually about 12 percent)

- plus 15 percent —e.g., a small employer could receive up to a 27 percent
increase annually, based on the group’s claims experience. After Octo-

~ ber 1, 1996, the rate for both new and renewal policies is based solely on

| _the group’s composite age.

The Department of Insurance and Finance (now Department of Consumer
and Business Services) approved the basic plan, and it went on sale March
1, 1993. Premiums average about $130 per person per month in the Port-
land metro area, slightly lower in other areas. -

The 1987 Legislature estabhshed avoluntary program to help self-employed
persons and small employers obtain health insurance. The Insurance Pool
Governing Board (IPGB), a state agency, offers the self-employed and small
businesses the opportunity to purchase affordable small group health in-
surance from private health insurance companies. The program allows self-
employed persons and businesses with two to 50 employees that don’t
currently offer group health insurance coverage, to have a choice of vari-
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- ous carriers and health plan options.

Until July 1998, the IPGB offers two optons: basic plans, costing $64 per
month per enrolled employee; and enhanced plans, providing additional
benefits or lower deductibles and copayments, at a higher premium cost.

The board adjusts both plans’ premiums annually. The basic plan premi-
ums are linked by statute to the increase in the medical component of the
Portland, Ore., Consumer Price Index, while the enhanced plan premiums
are based on the experience of the plans. Eight insurers offer a total of 11
plans. Costs vary depending on the benefit level, geographic location of
the employer, and insurance company selected. The employer must pay at
least $48 of each employee’s premium, but may pay the entire employee
premium amount, or the employees may be asked to contribute the rest.
The employer contribution remains the same regardless of the plan cho-
sen. Dependent coverage dlso is available; while the employer is not re-
quired to contribute toward the dependent premium, the employer may
contribute all or part of it.

Since its inception, Insurance Pool Govermng Board plans have served

- more than 20,000 employers covering more than 59,000 employees and

dependents. As of January 1998, more than 8,600 employer groups insur-
ing about 23,000 individuals were enrolled in IPGB coverage.

EMPLOYER MANDATE

| 'Full implementation of the Med1ca1d expansion and the Oregon Medical

10 — May 1998

‘Insurance Pool would still leave more than 400,000 people uninsured, most

of them workers and their dependents. Originally, a major piece of the
Oregon Health Plan’s design was a requirement that businesses offer in-
surance to workers, to assure coverage to most Oregonians. Implementa-
tion of this so-called employer mandate would have resulted in health care
coverage for an estimated 165,000 additional Oregonians.

Part of the 1989 legislative package that created OHP, the employer man-

~date would have required all employers to either offer group health insur-
~ance or pay into a statewide insurance pool through a payroll tax, for all

“permanent” workers. This was referred to as the “play or pay” option. A
permanent employee was defined as one who is not seasonal or temporary -
and who works at least 17.5 hours per week. The employer mandate was
to take effect in July 1995.

The employer mandate required a Congressmnal exempton to the federal
Employee Retirement Income Security Act (ERISA). The 1993 legislature
set a deadline, which called for the employer mandate to be repealed if the
exemption was not received before January 2, 1996. The exemption was
not received by the deadline, and the mandate was repealed.
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FAMILY HEALTH INSURANCE AssiSTANCE ProGgraM (FHIAP)

The Family Health Insurance Assistance Program makes health care cov-

erage available to people whose income is too high to qualify for Medicaid,
- but who cannot pay for coverage on their own.

The program is funded by a cigarette tax and administered by the IPGB. It
will subsidize health coverage premiums on a sliding scale based on house-
hold income: For those with income 100% to 125% of the Federal Poverty
Level (FPL), the program will pay 95% of premiums; 126-150% of FPL will
receive 90% of premiums; and 151-170% of FPL, 70% of premiums.

The program started accepting reservations on March 1, 1998. Applica-
tions will be mailed to those on the list on June 1, 1998.

OFFICE FOR OHP POLICY AND RESEARCH

‘In 1998, the Legislature created the office of the Oregon Health Plan Ad-
ministrator (renamed the Office for Oregon Health Plan Policy and Research
in 1997). In 1995, the Legislature transferred the Office of Health Policy to
the Office of the Health Plan Administrator to create one focal point for
health policy and reform in the state.

In addition to coordination and over51ght responsibilities for OHP, the Office
for OHP Policy and Research works with the Oregon Health Services Com-
mission, the Oregon Health Council and the Oregon Health Resources Com-
mission to prioritize services, advise the governor and legislature on health
care policy, and conduct medical technology assessments.

_The Office for Oregon Health Plan Policy and Research website has infor-
mation on the Health Council, the Health Resources Commission and the
Health Services Commission, leglslauve history, and other related topics.
Its address is: www.das.state.or. us/OHPA/OHPA HTM

Oregon Health Plan Overview } May 199811




INTRODUCTION

Federal Poverty Level
Effective April 1, 1998

Family size

On February 1, 1994, the state embarked on a five-year program to make
Medicaid available to thousands of people who previously did not qualify,
even though their income is below the poverty level.

The Oregon Health Plan’s Medicaid expansion is unique in at least tvfto
ways: ,

* It makes Medicaid available to most people living in poverty regardless of
age, disability or family status;

. And its benefits are based on a priority hst of health-care conditions and
: treatments. -

Beginning with Phase I on February 1, 1994,
coverage was extended to persons under the
Monthly 133% 170% federal poverty level, except some exempt

12 - May 1998

1
2
3
4
o
6
7
8

: Medicaid groups: seniors, persons with dis-

- %671 $892 31,140 abilities, persons who are blind, and foster

'$904  $1,203  $1,537 children. Also included in Phase I were per-

A 1 Sons who previously would have qualified for

_$1’138 31,513 _$1’934  Medicaid b_ecause'ﬂZey were in th‘e1 AFDC (Aid

- $1371  $1823  $2330 o Families with Dependent Children — now

$1,604 $2,034  $2,727 Temporary Assistance to Needy Families, or

TANF) program, as well as children under 6

$1,838 $2,444 - $3,124 gpa pregnant women with income less than
$2,071 $2,754 $3,520 133 percent of the federal poverty level.

$2.,304 $3,065. . $3917 On March 1, 1998 OHP Medicaid was ex-
. ’ ‘ panded to cover pregnant women with house-
hold income up to 170 percent of the federal

: poverty level. The Children’s Health Insurance Program will expand OHP

Medicaid benefits to uninsured children to age 19.

Phase II, which began January 1, 1995, added the exempt groups men-
tioned above to the Medicaid expansion, and began integrating mental health
and chemical dependency services into the OHP Basic Health Care Pack-
age. o _

The Oregon Health Planvchanges Medicaid in four major ways:

« Eligibility — who can receive benefits

* Benefits — what is covered

* Service delivery — how clients receive their benefits

* Payment — how providers are reimbursed

Oregon Health Plan Overview



EuGiBiLTY

The Oregon Health Plan expands Medicaid eligibility for a monthly average
of 111,000 Oregonians not previously covered by Medicaid. ‘

Individuals and families with income below federal poverty guidelines are
eligible for OHP Medicaid coverage. Pregnant women with earnings up to
170 percent of the poverty level also are eligible. Generally, eligibility is for
six months at a time, compared to traditional Medicaid’s month-to-month
eligibility. - |

OHP greatly simplifies the eligibility test and process for those not on pub-
lic assistance: Eligibility is based primarily on income, which is averaged
over a three-month period; and applicants fill out a simple form — either in
person or by mail. Persons with hqmd assets of $5,000 or more are not

eligible.

People who would not be eligible for Med:lca1d except for the OHP also pay
 monthly premiums of $6 to $28, depending on family size and income.
Premiums can be waived in special circumstances.

BENEFITS

With a few exceptions, all Oregonians eligible for the Oregon Health Plan’s
Medicaid coverage receive the Basic Health Care Package. (The exceptions
involve persons eligible for Medicare or with a high level of medical needs
but income above poverty level.) :

The Health Services Commission, in hearings over more than 18 months
involving more than 25,000 volunteer hours, devised a list of health ser-
vices ranked by clinical effectiveness and value to society. Actuaries deter-
mined how much it would cost to provide the services on the list. The
- Legislature then decided how much of the list to include in the Basic Health
Care Package, and set a health care budget. The Legislature can fund ser-
vices only in numerical order, and it cannot rearrange the order of the list.

The Health Services Commission is charged with updat.ng the list every
two years

The Prioritized List of Health Services has been revised, effective May 1,

1998. The revised list ‘is available from OMAP’s website:
www.omap.hr.state.or.us/library

The prioritized list emphasizes prevention and pauent educauon

In general, services which help prevent illness are nearer to the beginning

of the list (also referred to as “higher on the list”) than services which treat

illness after it occurs. Treatment of advanced cancers, for instance, has a

lower priority on the list than regular checkups, in the belief that early

detection or lifestyle changes may reduce the frequency of cancers which
become untreatable.

Oregon Health Plan Overview | _ May 1998 - 13




As of May 1, 1998, the Basic Health Care Package covers 574 of 743 condi- -
tion/treatment pairs on the list, including:

* Preventive services to promote health and reduce risk of illness

* Comfort care or hospice treatment for terminal illnesses, regardless of
where the conditions are on the list

* Ancillary services ranging from prescription drugs to physxcal therapy if
they are medically appropnate for a covered cond.ltmnltreatment

* Many transplants

* QOutpatient chemical dependency services

* Mental health services

The Basic Health Care Package generally does not cover:

. Conditions which get better on their own (such as viral sore throat)

* Conditions for which home treatment works (food poisoning, sprains)
* Cosmetic procedures (such as scar removal)

* Conditions for which treatment is generally ineffective (aggtessive treat-
ment of some advanced cancers)

SERVICE DELIVERY — MANAGED CARE

14 — May 1998

Most OHP Medicaid clients receive their care through prepaid health plans
and a primary care practitioner who is a member of a plan. Others have a

primary care case manager. And a few continue to receive care through
fee-for-service.

The Oregon Health Plan has four kinds of managed care orgamzatmns

- o Fully Capitated Health Plans (FCHPs) .

* Primary Care Case Managers (PCCMs)
* Dental Care Organ.izaﬁons (DCOs)

* Mental Health Orgamzauons (MHOSs)

Wh1ch plan or plans a person belongs to depends on where he or she lives,
and on which types of managed care are available in that area. When FCHPs
have the capacity to handle everyone who is eligible in a given area, clients
generally must choose one of those plans. A few exceptions are made,

however, and PCCMs also play arole in areas where there are prepaid health
plans.

~ A provider may belong to more than one FCHP, and also be enrolled as a

PCCM for Medicaid patients who are not enrolled in a mahaged care plan.

Oregon' Health Plan Overview




- Here is how OHP managed care works:

Fully Capitated Health Plans (FCHPs) — These prepaid plans contract
with OMAP to provide a full range of services under the Oregon Health
Plan. FCHPs, which are similar to health maintenance organizations
(HMOs), receive a set monthly fee for each enrolled person, and manage
each member’s care, from routine office visits to hospitalization or treat-
ment by specialists. Wherever possible, OHP clients are enrolled in FCHPs.

In March 1998, 84 percent of OHP eligibles belonged to FCHPs. OMAP’s
goal is to enroll 87 percent of Medicaid clients in managed care.

For FCHP distribution, see map, Page 17.
Primary Care Case Managers (PCCMs) — In areas where there are not

enough FCHPs to handle the client load, and for other specific purposes,

OMAP contracts with physicians, physician assistants, nurse practitio-
ners and naturopathic physicians to serve as primary care case managers
(PCCMs). PCCMs receive a small monthly payment to manage each client’s
health care, and bill OMAP (fee-for-service) for care.provided. In addition to

" individual providers, Rural Health Clinics, Tribal Health Clinics, County

Health Departments and similar organizations may serve as PCCMs.
There is at least one PCCM serving every Oregon county.

Dental Care Organizations (DCOs) — DCOs receive a monthly fee to pro-
vide dental services to clients.

Chemical Dependency Organizations (CDOs) - One CDO, in Deschutes

County, receives a monthly fee to prov1de managed chemical dependency |
services in that county.

Mental Health Organizations (MHOs) — Three types of MHO deliver mental
health services under the OHP’s Medicaid program (see map, pg. 18):

e Fully Capitated Health Plans (FCHPs) selected by the Mental Health

and Developmental Disability Services Division (MHDDSD) provide man-
aged mental health services.

+ County or regional governmental organizations which operate or con-
tract for community mental health services, may contract with MHDDSD
to manage the provision of OHP mental health services.

* Private Mental Health Organizations selected by MHDDSD.

Oregon Health Plan Overview May 1998 — 15




PAYMENT FOR SERVICES

16 — May 1998

Although payment is still on a fee-for-service basis in some instances, the
Oregon Health Plan emphasizes prepaid health plans as a way of ensuring
more reasonable reimbursement rates to providers. This is an attempt to
avoid shifting the cost of Medicaid onto other health care consumers.

The Prioritized List of Health Services determines which services are po-
tential benefits under the Oregon Health Plan. Once a patient’s condition

~ has been diagnosed and a course of treatment proposed, providers must

use the list to find out whether the condmon and treatment fa]l between
line 1 and lme 574.

Prepaid health plans can choose to provide services beyond line 574. Pro-

‘viders can provide services not covered by the Basic Health Care Package

and bill the client, as long as the client is informed in advance and has
agreed to this arrangement.

Oregon Health Plan Overview



Oregon Health Plan
Fully Capitated Health Plans
~ April 1998
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Oregon Health Plan
Mental Health Organizations
7 8 ~ April 1998
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CONTACTS

Governor John Kitzhaber

Office for OHP Policy and Research
Oregon Health Councii
Department of Human Resources

Mental Health services

Office of Medical Assistance Programs (OMAP)
Medicaid Demonstration Project

Health Services Commission
Prioritized List
Health Resources Commisgion

Insurance Pool Governing Board
Oregon Medical Insurance Pool

Alcohol & Drug Abuse Programs

‘Bob Applegate, communications

(503) 378-6496

Barney Speight
(503) 378-2422, ext. 401

Bob DiPrete, Director
(503) 38-2422, ext, 402

Jim Sellers, communications
(503) 945-5738

Ralph Summers, health plan unit
(503) 945-9459

Hersh Crawford, director

(503) 945-5772

Joel Young, manager, program and policy unit
(503) 945-5772

Darren Coffman, executive director
(503) 378-2422 ext. 413

Dan Harris . i
(508) 378-2422, ext. 415

| Rocky King.
(503) 373-1692

Barbara Ries
(503) 378-4025

Toni Phipps, assistant director
(503) 945-6182

May 1998 - 19



TOORDERCOPES '

Legislation } Capitol Bill Room
, ' e (503) 378-8891

Oregon Revised Statutes via internet: |
www.state.or.us/governme.htm , | K

Health Services Commission Report — $20 Make check or money order payable to:
(includes prioritization methodology and list) , o
| OMAP Communications

OHP Administrative Rules — $10 '

(includes prioritized list of o Send to:
‘health services) ' o . OMAP Communications

| o | | 500 Summer St. NE
Extra copies of this document — no charge : Salem, OR 97310-1014

fax: (503) 945-6873

Prioritized List and Web version of this
~ publication: : '
www.omap.hr.state.or.us/library .
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1 AN AcT ..; relating to: creating a health services committee and a prioritized

2 list of diagnoses and treatments for purposes of medical assistance coverage.

Analysis by the Legislative Reference Bureau
I will prepare an analysis for the first introducible draft.

)

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. Nonstatutory provisions.

(1) (a) There is created a health services committee consisting of 11 members
appointed by the governor. Four members shall be physicians licensed to practice |
medicine in this state who have clinical expertise in obstetrics, pediatrics, perinatal
1;1edicine, internal medicine, geriatrics,or public healthgfne member shall be a doctor
of osteopathy licensed to practice osteopathy in this state; one member shall be a

public health nurse; one member shall be a social worker; and the remaining 4
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BILL SECTION 1

members shall be consumers of health care. The governor shall designate one of the
members of the committee as the chairperson.

(b) The health services committee shall create a list of health services ranked
from most important to least important, showing the comparative benefits of each
service to the entire population to be served. The committee shall retain an actuary
to determine the costs of the services. On or before September 15, 2003, the
committee shall submit the list created under this paragx"/aph and the costs of the
services on this list to the legislature in the manner provided under section 13.175

(2) of the statutes. The committee ceases to exist when the committee has submitted

“the list and the cost of expenses to the legislature, or on September 15, 2003,

s
whichever occurs pzm( fies

(2) (a) The joint legislative council is requested to propose legislation, in
consultation with the health services committee, that would substitute the list
created under subsection (1/) for the eligible list of services under section 49.46 (2)‘(%)
of fhe statutes; ensure that reimbursement rates for providers of medical assistance
are not reduced as a result of the adoption of the list; and ensure that all persons with
incomes below the federal poverty level are eligible for medical assistance.

(b) If the council undertakes to propose legislation, it shall model the
legislation, to the extent practicable, after the Oregon Health Plan, and it shall
report its proposed legislation to the legislature by September 15, 2(')/03.

(END)
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i
1 AN Act relating to: creating a health services committee and a prioritized list -

2 - of diagnoses and treatments for purposes of medical assistance coverage.

Analysis by the Legislative Reference Bureau
i alyst i 1

The people of the state of Wisconsin, represented i
' enact as follows:

‘SEcTION 1, Nonstatutory provisions.

‘P\ \f(’ WL\O, ‘Qre
aMﬁWN}W\-@@r members shgishe

v with
medicine in this state wiigpesde clinical expertise in

W a public health nurse; one member shaH-be a social work he-pewes
W orc ort mumbe,

members be consumers of health care The governor shall de51gnate on of the

1 members of the commlttee as the chairperson.
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SECTION 1
(b) The health services committee shall create a list of health services ranked
from most 1mportant to least 1mportant showing the comparative benefits of each
service to the entire population to be served. The committee shall retain an actuary
to determine the costs of the services. On or before September 15, 2003, the
committee shall submit the list created under this paragraph and the costs of the
services on this list to the legislature in the manner provided under section 13.1"/72
(2) of the statutes. The committee ceases to exist when the committee has submitted
the list and the cost of expenses to the legislature, or on September 15, 2003,
whichever occurs first. |
(2) (a) The joint legislative council is requested ta propose legislation, in
consultation with the health services committee, that would substitute the list
created under subsection (f) for the éligible list of services under section 49.46 (2‘/) (b)
of the statutes; ensure that reimbursement rates for providers of medical assistance

S uby¢ b b
are not reduced as a result of the adobtion gfAhélist; and ensure that all persons with

incomes below the federal poverty level are eligible for medical assistancé.

| (b) If the council undertakes to propose legislatioa, it shall model the
legislation, to the extént practicable, after the Oregon Health Plan, and it shall
report its proposed legislation to the legislature by September 15, 20083.

(END)



ws

M STATE OFWISCONSIN—LEGISLATIVE REFERENCE BUREAU - LEGAL SECTION

(608-266~3561)

0%,%52 mawmw b apgo nit

A This bd//W a Au.,(;ﬂ, Servicly commnibles

]

Ak 'vr\af,b\

LM!S{% ( (fK P‘V—.SCnMS 6‘?"\0—/' ‘\&Lb/}( Core W?”OW;/M/,_ éuu(
L

ConSemers pald of /\uv(h\ Cave . Th Cmmiflee  mucs
0 :

Crephs

c~ “S/\ 11( l\&é/(ﬁ\ S;<r\/]'(;&. ) [rg{:\% m Pkn;t

. andd The i~ CoSF35

)MWW b least /i#?u/l’w\/l' W i

and EML A "L’V«r IS; P /fi’.f/"lh‘"'c J ‘S\Cﬁkr\év /f

2 2, _71'“ 500/ alsa Aﬁzj/wﬁ Tre J\:Omf Jesi § lather

Cryn e T Gv'\Sw/Um’—:w' i Pt cmmnéla o

(B, Tt some dadd>

Propase ’Cﬁ\‘slgv’w«a{_ ot WW Yuér/‘ﬂﬁ\:ﬁr e

CoMMlefz lisk of )\u«/ufw Sern'te 1 ﬁw‘ﬁwm

Shhhhml\ci‘ g Suww 0&(.‘7’1 v Mc,«/ A5\ ¢ frnce

6‘191 M(,

m.;f\bmw”\fj MSM ‘f’kml He  Anb wremet rak,

frond ¢S

b ‘f'Dnr\r\A*—/J d:/) | 63§15 Fann e ~ net reduce s
el
po__ o renwldd vl The Swbshhihen / % 4nd __enswre %‘Fé

o) {Wsm w bn l‘nw belys *h\q £ Arn b Pm'h}

neomes

| \‘()AHX

O re &Q«A bie v addacnt aséxsﬁ,ﬁcé.

(Fé S’mb7




State of Wisconsin s
2001 - 2002 LEGISLATURE LRB-3957//

MJL@pg

2001 BILL

Dur T ///0»

bol (30
QA
;\ e (]—-‘\ au ¥SC )
7. (Ngm hew o

e

AN AcT relating to} creating a health services committee and a prioritized list =

of d\;agnoses and treatments for purposes of medical aSS1stance coverage.

. ,Q”)

Analysis by the Legislative Reference Bureau
This bill directs the governor to appoint a health services committee consistin

primarily of physicians, \othexdiealibnoanes onsumers of health care
The committee must create a list of health services, ranked from most important to
least important, and their costs and submit this list to the legislature by September
15, 2003. The bill also requests the joint legislative council, in consultation with the
committee, to propose legislation by the same date that would substitute the
committee’s list of health services for the statutory list of services eligible for medical
assistance reimbursement; ensure that the reimbursement rates for providers of
medical assistance are not reduced as a result of the substitution; and ensure that
all persons with incomes below the federal poverty level are eligible for medical
assistance.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SEcTION 1. Nonstatutory provisions.
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(1) (a) There is created a health services committee consisting of five members
who are physicians licensed to practice medicine in this state with clinical expertise
in family practice, obstetrics, pediatrics,' perinatal medicine, internal medicine,
geriatrics, or public health; one member who is a public health nurse; one member

who is a social worker; two members who are consumers of health care; one member

from the élergy, as defined in s. 765.002 (1); and one member from Wisconsin

Manufacturers and Commerce. The governor shall designate one of the members of
the committee as the chairperson. |

(b) The health services committee shall create a list of health services ranked

’from most important to least iﬁiportant, showing the comparative benefits of each

service to the entire population to be served. The committee shall retain an actuary
to determine thé costs of the services. On or before September 15_, 2003, the_
committee shall submit the list created under this paragraph and the costs of ‘ the
services on this list to the légiélature in the ‘manner provided under section 13.172
(2) of the sﬁatutes. The committee ceases to exist when the committee has submitted
the list and the cost of expenses to the legislature, or on September 15, 20083,
whichever occurs first.

(2) (a) The joint legislative council is requested tb propose legislation, in
consultation with the health services committee, that would substitute the list
created under subsection (1) for the eligible list of services under section 49.46 (2) (b)
Of the bstatutes; ensure that reimbursement rates for providers of medical assistancé
are not reduced as a result of the substitution; and ensure that all persons with

incomes below the federal poverty level are eligible for medical assistance.
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}(b) If the council undertakes to propose legisiation, it shall model the
legislation, to the extent practicable, after the Oregon Health Plan, and it shall
report its proposed legislation to the legislature by September 15, 20083.

(END)
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AN AcT relating to: creating a health services committee and a prioritized list

of dlagnoses and treatments for Durposes of medical assistance coverage.

Analysis by the Legislative Reference Bureau

This bill directs the governor to appdint a health services committee consnstmg
of five physicians,/a public health nurse,\a social worker, two consumers of health
care, one member from the clergy, and orte member from Wisconsin Manufacturers
and Commerce. The committee must create a list of health services, ranked from
most important to least important, and their costs and submit this list to the
legislature by September 15, 2008. The bill also requests the joint legislative counecil,
in consultation with the committee, to propose legislation by the same date that

would substitute the committee’s list of health services for the statutory.list of
~services eligible for medical assistance reimbursement; ensure that the
reimbursement rates for providers of medical assistance are not reduced as a result
of the substitution; and ensure that all persons with incomes below the federal
poverty level are eligible for medical assistance.
; For further information see the state fiscal estimate, which will be prmted as
an appendix to th1s bill.

The people of the state of W'sconsm, represented in senate and assembly, do
enact as follows:

" SEcTION 1. Nonstatutory provisions.
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(p) The health services committee shall creas

a list of health services ranked
from most impbrtant to least important, showing the corhpara ive
service to the entire population to be‘ served. The committee shall retain an actuary
to determine the costs of the services. On or before ‘September ,15, 2008, the
committee shall submit the list created under this paragraph and the costs of the
services on this list to the legislature in the manner provided under sectiori 13.172

(2) of the statutes. The committee ceases to exist when the committee has submitted

~ the list and the cost of expehses to the legislature, or on September 15, 2003,

whichever occurs first.
(2) (a) The j-oint legislative council is requested to propose legislation, in
consultation with the health services committee, that would substitute the list

created under subsection (1) for the eligible list of services under section 49.46 (2) (b)

- of the statutes; ensure that reimbursement rates for providers of medical assistance

are not reduced as a result of the substitution; and er_isure that all persons with

incomes below the federal poverty level are eligible for medical assistance.
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(b) If the cduncil undertakes to propose legislation, it shall model the -
legislation, to the extent practicable, after the Orégon Health Plan, and it shall
report its proposed legislation to the legislature by Septémber 15, 2008.

(END)
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MEMORANDUM
To: Representative Wasserman
From: Madelon Lief, Legislative Attorney, (608) 2677380

Subject:  Technical Memorandum to 2001 AB-838 (LRB-3957/3)

We received the attached technical memorandum relating to your bill. This copy is for your
- information and your file. If you wish to discuss this memorandum or the necessity of revising your
bill or preparing an amendment, please contact me.




SCOTT McCALLUM

Governor
State of Wisconsin

Technical Note

LRB-3957/3 — AB838: The proposal should specify how the expenses incurred by the committee
members would be covered. The committee could be aligned to an agency, which would be
required to cover the costs incurred, or the Governor could authorize expenses to the DOA 4EA -
appropriation. The DOA appropriation is $2000 maximum expense annually per committee.
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