H.R. 3200 Affordable Health Choices Act 

The bill, projected to cost roughly $1 trillion over 10 years, would extend health coverage to 37 million more people, according to an analysis issued by the Congressional Budget Office (see http://www.cbo.gov).  

In the House…

White House and House Democratic leaders came to agreement on July 31 with conservative Blue Dog Democrats, the group of fiscal hawks on the House Energy and Commerce Committee who stalled action on the health care bill in the House.  House Minority Leader John Boehner (R-OH) said on July 23 that Republicans will have an alternative healthcare reform bill to offer and that they are “putting the final touches on [their] bill”. The 1,000-page bill agreed on by Democratic-controlled House committees would: 
· take an aggressive stance toward the insurance industry, prohibiting "discriminatory practices" such as refusing to sell policies to individuals who are already sick or excluding certain treatments from coverage 

· offer a government-sponsored “public option” insurance plan that would negotiate prices with providers 
· expand insurance coverage by increasing Medicaid eligibility and 
· allow small businesses and individuals to shop for plans through new purchasing groups dubbed "exchanges"
· penalize individuals who did not purchase insurance by 2013 2.5% of their income, assisted by tax credits for people earning as much as 400% of the poverty level, or about $43,000 a year for an individual
· require employers with annual payroll over $500,000 (including “self-insured” employers) to provide a an adequate (as defined by the government) health insurance package to all employees or pay a fine of 2% to 8% of payroll

· reduce spending on federal health programs, primarily Medicare, which serves the elderly and the disabled
· impose a new tax on families earning more than $350,000 a year and individuals earning more than $280,000. The taxes, which would take effect in 2011, would affect about 2.1 million taxpayers, the nonprofit Tax Policy Center projected.  The Ways and Means Committee said the tax would apply to 1.2% of households and would raise $544 billion over 10 years.  The surtax would start at 1% on family income exceeding $350,000, 1.5% on income exceeding $500,000 and 5.4% on income exceeding $1 million. But the lower rates could rise again if the cost of health-care expansion exceeded expectations, to 2% and 3% respectively. Combined with the expiration next year of tax cuts enacted during the Bush administration, the surtax would drive the top federal tax rate to 45%, the highest level since lawmakers rewrote the tax code in 1986.     

In the Senate…

On July 15 the US Senate Health, Education, Labor and Pensions Committee passed on a party line vote the 615 page Affordable Health Choices Act (Kennedy-Dodd Bill), a $600 billion health care reform proposal that would: 
· require businesses (including “self-insured” employers) to offer an “adequate” health insurance or pay a penalty of $750 a year for each full-time worker; businesses with 25 or fewer workers are exempted
· impose tight restrictions on the practices of insurance companies, with essential benefits recommended by a new Medical Advisory Council and no denial of coverage based on pre-existing conditions
· require all workers to purchase health insurance, enforced through tax penalty with hardship waivers available up to 400% of poverty level, or $88,000 for a family of four, 
· set up a “public option” plan to compete with private insurers that would pay doctors and hospitals based on what private insurers now pay, and 

· allow individuals and small businesses to purchase insurance through state-based purchasing pools called American Health Benefit Gateways.
The Senate Finance Committee then went to work on its own plan. The chairman of the Senate Finance Committee, Senator Max Baucus (D-MT) and the senior Republican on the panel, Charles E. Grassley (R-IA) said that members of the committee had made progress in their effort to forge a bipartisan proposal.  Grassley said the group agreed on how to achieve most of the larger policy goals, including: 
· barring insurance companies from denying coverage or increasing premiums based on pre-existing conditions and 
· better managing treatment of costly chronic diseases like diabetes and asthma and creating payment incentives for doctors and other providers to work in collaborative teams, as part of so-called accountable care organizations
· lower income subsidies or expanded access to Medicaid; cuts in growth of Medicare reimbursement to providers 

· discarding the idea of a government-run insurance plan that would compete with private insurers, which the president supports but Republicans said was a deal-breaker; instead, they are proposing a network of private, nonprofit cooperatives and online “exchanges” where people can comparison-shop for insurance

· dismissing the House Democratic plan to pay for the bill partly with an income surtax on high earners because Republicans have insisted that any new taxes come from within the health care arena and as one option, Democrats have proposed an excise tax of as much as 35% on high-end insurance plans with values exceeding $25,000; other levies under consideration would hit drug companies or pare back tax benefits of certain health savings accounts 
· dropping a requirement, included in other versions of the legislation, that employers offer coverage to their workers; employers that do not offer coverage may instead have to pay the cost of any government subsidies for which their workers qualify.   

The Finance Committee talks are of particular concern because they are the only lasting bipartisan negotiations in the five House and Senate committees that have considered health-care legislation. They could prove to be a critical road map for attracting the few GOP votes needed for a bill's passage in the Senate, as well as for rallying support among conservative House Democrats. On July 23 Senate majority leader Harry Reid (D-NV) said his chamber would not vote on a health measure until after Congress returns from its summer recess. Reid said that he expected a bipartisan agreement to emerge from the Finance Committee before the Senate recess began on August 8, and that he would spend the break merging that bill with legislation approved by the Committee on Health, Education, Labor and Pensions.  

The Critics…

According to a new study conducted by The Lewin Group for the Heritage Foundation examining the July 15 draft of the House version of the American Affordable Health Choices Act (http://www.lewin.com/content/publications/Lewin-HouseBillAnalysis-Heritage.pdf ), which called for the public plan to compensate providers at Medicare rates, approximately 103 million people (or their employers) would prefer to be covered under the new public plan and as a consequence about 83.4 million people would move from private insurance. This would represent a 48.4% reduction in the number of people with private coverage.  Yearly premiums for the typical American with private coverage could go up by as much as $460 per privately insured person, as a result of increased cost-shifting stemming from a public plan modeled on Medicare. How could this happen?
Most companies now pay 15% of payroll on health care.  Why wouldn’t they opt for the 8% penalty, drop coverage and move to the public plan, saving millions at taxpayer expense?  Wouldn’t an employee earning $40,000 opt to pay the 2.5% penalty for not buying insurance (about $1,000 a year or one month’s premium for a family plan) and then jump into the guaranteed-issue government plan only when needed?  With the “public option” plan paying providers at Medicare rates or a little more (40 – 50% of retail) how could private insurers paying 70 – 80% of retail ever compete on cost of coverage?  Wouldn’t the requirement that all insurance be purchased through the public “exchange” put out of business the private insurance agents who operate on about a 3% commission—and who would do the trouble-shooting they do?  The absence of deductibles, co-insurance or personal health accounts in this system means the consumer has no need to keep cost in check; the continuation of fee-for-service rather than payment bundled by treatment episode means providers have no financial interest in cost control either.  

Industry groups and consumer advocates on both sides of the issue are planning to follow House and Senate members home to their states and districts in August with intensive advertising and public relations campaigns in an effort to sway votes.  The US Chamber has called for support of Senator Baucus’ bi-partisan efforts in the Senate and support of the concerns of Blue Dog Democrats in the House.
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