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CHAPTER 1
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Actual and Projected National

Health Expenditures, Selected Years

$ Trillions

1993 2005

* = projections

Source: Sean Keehan and others (2008). "Health Spending Projections Through 2017:
The Baby-Boom Generation Is Coming To Medicare." Health Affairs Web Exclusive,

Feb. 26, pp. w146. (www.healthaffairs.org)

Medicare physician payment formula. The bill
passed in July 2008 provided only an 18-month
“patch” to the problem, and physicians face a 20
percent cut in Medicare fees in January 2010.1
Additionally, Congress will have to contemplate the
large population of baby boomers nearing age 65.12

A major legislative push on Medicare cost-
containment could derail efforts to expand health
coverage for the under-65 population. Or Congress
could follow recent ideas from the Medicare
Payment Advisory Commission (MedPAC) about
changing how we pay for and deliver health care to
the elderly. MedPAC has recommended that
Medicare encourage increased efficiency and quality
by changing both payment systems and elements of
the health care delivery system.13 We discuss some of
these options in the “Quality” section below.

LIKELY POLICY DEBATES

COVERAGE OPTIONS

Options for coverage reform run the gamut from a
single-payer system like those in Britain or Canada
to a mostly non-group market where people would
shop for their own private coverage, helped by

19.5

2006 2007* 2008* 2012* 2017*

federal tax credits. Neither is
perceived as politically viable at this
time (although both have well-known
and thoughtful advocates).14

More feasible options would involve a
hybrid of public and private solutions,
maintaining the current employer-
based system, but filling in the gaps by
expanding public programs such as
Medicaid and the Children’s Health

20%

S
15%; Insur_ance Program (CHIP), and
e creating new  “exchanges” or
v purchasing pools to help individuals
and small businesses purchase

affordable insurance.15

Even reform advocates debate how
quickly the country can move toward
covering everybody. Some suggest a
“kids-first” approach, requiring that all
U.S. children be covered, while
creating incentives but not mandates
for adult coverage (both features of
President Obama’s health plan during
the campaign). Others call for
individual mandates, so that everyone must purchase
insurance, or a “play-or-pay” model that would
require businesses to either cover their employees or
pay into a fund for coverage.16

109

COST

On Capitol Hill, neither a cap on overall health
spending, nor government-imposed rationing is on
the table. Policymakers instead are talking about
savings through changing how we deliver health care
— which has the added attraction of improving
quality while containing cost. (See “Quality” section
below and the chapter on quality.)

Some analysts promote “consumer-directed health
care,” market competition, and less first-dollar
coverage as money-savers, arguing that if people had
to spend more of their own money before insurance
coverage kicked in, they’d shop around for good
health care deals.l” Others say universal coverage
will improve health outcomes and may eliminate
inefficient cost-shifting within the system.18

Across the political spectrum, many analysts
promote savings through:

www.allhealth.org
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® more use of generic drugs

® e-prescribing and wider adoption of health infor-
mation technology (see section below on health
information technology and Chapter 2, "Cost of
Health Care.")

® strengthening primary care

® comparative effectiveness research to determine
what drugs, devices or procedures work best (see
the quality chapter for more). Experts don’t all
agree on exactly who should conduct this
research, with what funding, or when and how
cost effectiveness should be factored in.19

QUALITY

We all have heard the assertion that the United States
has the best health care in the world. We can no
longer take this for granted. Our health care markers
in several areas lag behind other industrialized
nations, even though we spend much more per capita
and a higher percentage of our GDP.20

In a 2007 study by The Commonwealth Fund, the
U.S. health care system ranked next to last in quality
compared to the United Kingdom, Germany,
Australia, New Zealand and Canada. The U.S. was
last among the six countries in delivering safe care,
and next to last in delivering the right care,
coordinated care and patient-centered care.2!

Another example: About half of chronic care patients
in the U.S. did not fill prescriptions, get the
recommended care, or see a doctor in 2008 because
of cost, compared to 7 percent to 36 percent in other
industrialized countries.2?

In the last few years, the dialogue about health care
quality has changed in Washington. More and more
experts, both liberal and conservative, including
advisors to both of the 2008 presidential candidates,
have arrived at the conclusion that we need to shift
resources and priorities back into primary care, care
coordination, prevention and wellness.23

We need to change how we pay doctors and
hospitals, to reward care management and
coordination, instead of giving doctors incentives to
order expensive tests, images and procedures which
are not necessarily the best option for the patient.

CHAPTER 1

The payment system should reward quality, not
quantity.

Tools of a revamped high performing health system
would include:

Chronic disease management and medical homes:
The Centers for Disease Control and Prevention
(CDC) estimates that 133 million Americans live
with one or more chronic diseases such as
hypertension, diabetes or asthma, and that chronic
disease accounts for 70 percent of U.S. deaths and
more than 75 percent of health care spending.24
Giving patients “medical homes” where doctors are
paid to manage and monitor chronic diseases may be
part of the solution, though more research is
needed.s

Workforce/primary care: Fewer U.S. medical
students are choosing primary care careers, such as
family medicine, pediatrics, geriatrics and related
fields.26 Fields such as radiology, orthopedics,
anesthesiology and dermatology, with higher pay
and easier hours, are in demand.2?

Policymakers are considering loan forgiveness, new
payment structures, or other solutions to entice more
young doctors to enter primary care. Some look to
nurse practitioners to meet part of the primary care
demand.28 (Nurse practitioners are RNs with
master’s or doctoral degrees who have advanced
clinical training.)

But workforce shortages are affecting nurses too. In
part because of limited capacity of nursing schools
and partly because of the changing needs of an aging
population, we also have a growing nursing shortage,
which the Health Resources and Services
Administration (HRSA) projects will top one million
by 2020.29

Payment reform: Pay-for-performance (P4P) -
rewarding doctors for good outcomes or for
innovations like adopting e-prescribing — figures in
many health reform plans.2¢ Bundling, or paying a
team of providers per episode of care across several
health care settings, is a related option aimed at
rewarding quality, coordination and good
outcomes.3!

Alliance for Health Reform
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CHAPTER 1 COVERING HEALTH ISSUES, 5TH EDITION

HEALTH
INFORMATION
TECHNOLOGY
Physicians have been
slow to embrace health
information technology OVERALL SCORE
(IT) and most still write Equity
prescriptions on pieces
of paper. Only 4 percent
had a fully functional
electronic health record
system as of early
200832, even though we
routinely use IT in other

Efficiency
Access
Quality

Long, Healthy &
Productive Lives

Scores for U.S. on Dimensions of a High Performance
Health System, 2006 (100 = perfect)

aspects of our lives and 0
businesses, including
privacy-sensitive ones
such as banking. Barriers
to  wider adoption
include cost, debates
over who should pay, worries about obsolescence,
learning curve, maintaining patient privacy and
assuring that the various health IT systems are
interoperable.33

In addition, as the Congressional Budget Office has
pointed out, there is an “opportunity cost” of lost
productivity in a medical practice as people get up to
speed on using it.34 And instead of being paid for an
office visit, doctors under most payment systems in
use today are not compensated for time they spend
communicating by email.

But health IT, if wisely integrated into other health
advances, can enable providers to deliver better-
quality health care and eventually (after the initial
investments) may help control costs.3 Electronic
medical records and e-prescribing lead to more
consistent use of treatment guidelines, fewer drug
errors, better chronic disease tracking, more
opportunities for patient self-management and less
duplicative testing, as well as savings on clerical
work. In the public health arena, large pools of
privacy-protected data could lead to early
identification of epidemics or bioterrorism, and help
comparative effectiveness research.

PUBLIC HEALTH

Both employers and states are putting new emphasis
on wellness and prevention, particularly regarding
obesity, exercise, tobacco and diabetes prevention
and management.36 Bioterrorism legislation since

20 30 40 50 60 70 80

Source: The Commonwealth Fund (2006). "National Scorecard on U.S. Health System Performance: Complete
Chartpack." Sept., p.1. (www.commonwealthfund.org/publications/publications_show.htm?doc_id=403925)

9/11 has also helped modernize the public health
infrastructure in ways that enhance emergency
preparedness for either a natural epidemic or a
bioterrorist attack. (See the chapter on public health
for more.) Public health researchers have stepped up
efforts to understand and address the persistent and
sometimes perplexing racial and socioeconomic
disparities in our health care system. (See the chapter
on disparities for more.)

MENTAL HEALTH

Mental health advocates scored a long-sought
victory at the end of the 2008 congressional session,
with passage of a parity law that requires insurance
plans that cover treatment for mental illness to have
the same fees, caps and co-pays for that treatment as
for treatment of other diseases.3” (See the text box in
the mental and behavioral health chapter for more.)

Serious challenges remain. Many cities have a
shortage of psychiatric beds, which is a factor in
emergency room crowding.38 Mental health workers
are bracing to deal with traumatized veterans who
have been on multiple deployments in Afghanistan
and Irag.

TIPS FOR REPORTERS

® One of the most common errors reporters make
is equating universal health care with govern-
ment-run or socialized medicine. They aren’t the
same thing. Socialized medicine means that hos-
pitals are owned by the government, and most

www.allhealth.org
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CHAPTER 1

Insurance Exchanges, or Connectors

This health reform concept leaves the current employer-based system largely intact but creates an exchange or
purchasing pool where individuals and small businesses would buy insurance. It resembles the menu of health
plans offered to federal employees, from senators to postal clerks. Private insurance plans compete for
business, but plans are regulated and have to sell to people regardless of their health status or health history
(guaranteed issue). Some versions of this concept call for a public option, similar to Medicare, to be offered
alongside the private plans.

A variant of the exchange model is an essential part of health care reforms in Massachusetts, which has
reduced the uninsurance rate dramatically.! Massachusetts faces unanticipated spending increases because of
higher demand for coverage than originally expected,2 so a national exchange or connector would probably
have to include delivery system and payment reforms aimed at cost containment. An exchange could be created
with or without individual or employer mandates. Politically, mandates are harder, but bringing everyone into
the risk pool, including healthier people, could contain costs. The merge of the small group and non-group
markets "was expected to reduce non-group premiums by approximately 15 percent and raise small group
premiums slightly...however non-group premiums have declined more than expected.”® Jonathan Gruber, MIT
economist and Obama campaign advisor, put it this way: "As long as we can make health insurance affordable
and accessible for everyone, this is a reasonable requirement."

1 Division of Health Care Finance and Policy (2008). "Health Care in Massachusetts: Key Indicators," August,
(http:/Avww.mass.gov/Eeohhs2/docs/dhcfp/r/pubs/08/key _indicators_11_08.pdf). Also see Meckler, Laura (2007). "How 10 People Reshaped Massachusetts Health
Care." Wall Street Journal, May 30. (www.allhealth.org/BriefingMaterials/WSJ-MAConnector-941.pdf).

2 Kaiser Commission on Medicaid and the Uninsured (2008). "Massachusetts Health Care Reform: Two Years Later." (http://www.kff.org/uninsured/7777.cfm).

3 Draper, Debra; Felland, Lauri; Liebhaber Allison; Lauer, Johanna (2008). "Massachusetts Health Reform: High Costs and Expanding Expectations May Weaken
Employer Support." Center for Studying Health System Change Issue Brief No. 124. (http://www.hschange.com/CONTENT/1021/?words=). See also Gorman
Actuarial, LLC, et al., Impact of Merging the Massachusetts Non-Group and Small Group Health Insurance Markets (2008). Marlborough, Mass., June 12.
(http://www.mass.gov/Eoca/docs/doi/Legal_Hearings/NonGrp_SmallGrp/FinalReport_12_26.pdf).

4 Daschle, Tom; Lambrew, Jeanne; Greenberger, Scott (2008). "Critical: What We Can Do About the Health-Care Crisis." St. Martin's Press, p. 166. See also Gruber,
Jonathan (2008). "Medicine for the Job Market." New York Times, December 4. (www.nytimes.com/2008/12/04/opinion/04gruber.html?scp=1&sg=gruber&st=cse).

health providers are government employees.
Universal health care simply means that every-
body is covered: whether in a public system, a
private system, or more probably in the United
States, a public-private hybrid.3?

More health care does not always equal better
health care. Get familiar with the basic ideas of
the Dartmouth Atlas of Health Care (www.dart-
mouthatlas.org). In more than 30 years of
research, the Dartmouth researchers have discov-
ered huge differences in how people are cared for
in different parts of the country. Regions that
spend more on very sick people do not necessar-
ily have better outcomes. In fact, lower-spending
regions often show better results, partly because
they tend to use more primary care and propor-
tionately fewer specialists.40

® Health policy as an academic field has grown

tremendously since the early 1980s, in and out-
side of Washington. And nowadays it’s all
online, which makes the Washington think tanks
more accessible to regional reporters. In addi-

tion, journalists can now tap into expertise in
health or public policy departments at universi-
ties. These academic experts can both help trans-
late national policy and explain the impact of
national proposals on a specific region or state.

® Almost every story can be a health care story.

Whether a reporter is covering a labor dispute,
the local economy, personal bankruptcy, local
politics or early childhood well-being, health
care can nearly always be part of the picture.

® More clinicians and provider groups have begun

to encourage health care improvements on a
local scale. Identify innovators in your commu-
nity through organizations such as the Robert
Wood Johnson Foundation, the Institute for
Healthcare Improvement, and the American
Academy of Family Physicians.

® Find out what’s unique about your state’s health

care system. Many of the reform proposals being
made in Washington are already being tried in
some state. Massachusetts, Vermont and Maine

6
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CHAPTER 1

have enacted laws aimed at covering all or near-
ly all residents. Governors in New Mexico,
California, Illinois and Pennsylvania all have put
comprehensive plans on the table. The State
Coverage Initiatives program, sponsored by the
Robert Wood Johnson Foundation and adminis-
tered by AcademyHealth in Washington, DC,
keeps tabs on reforms at the state level
(www.statecoverage.org). The program offers
policy and technical assistance to help states
expand coverage and launch other reforms.

Trudy Lieberman, director of the health and
medical reporting program in the graduate
school of journalism at City University of New
York, wrote regularly on health issues during
the presidential campaign for the Columbia
Journalism Review's Web site. Most of her arti-
cles contain valuable tips and suggestions for
reporters covering health reform. Search for her
name at http://www.cjr.org/campaign_desk/
archives.php

The Association of Health Care Journalists
(www.healthjournalism.org) has links to many
resources of use to reporters covering reform,
including a webcast cosponsored by the associa-
tion featuring tips by veteran health care
reporters Marilyn Werber Serafini of the
National Journal and Julie Rovner of NPR,
archived at www.healthjournalism.org/talk-
inghealth.php.

STORY IDEAS

® Primary care shortage. How easy is it to get a pri-
mary care doctor? What is your state or commu-
nity doing to encourage more doctors to go into
primary care? Understand the role of primary
care providers as care coordinators, not necessar-
ily as HMO-style gatekeepers.

Much of our spending is — and will be — on the
sickest patients near the end of life. But some of
the money we spend in that period is on care that
people do not really want, or care that we know
will not improve their health or even prolong
their life. How is the new field of palliative med-
icine evolving, and can it save money while
improving quality? What kind of hospitals (non-
profit, academic, for-profit, public?) offer pallia-
tive care and how easy is it to access?

COVERING HEALTH ISSUES, 5TH EDITION

The Individual Market and Tax
Treatment of Health Insurance

One approach to reforming the individual, or non-
group, insurance market would eliminate the tax
break that workers get for health coverage they
receive on the job, and instead give people a tax
credit they could use to buy insurance anywhere in
the country. Advocates say insurers would compete
for business, offering a variety of plans that would
meet people's needs and bring down costs. Health
Savings Accounts, linked to high-deductible
insurance policies, are prominent in this model.

Critics say this approach would mean insurance
would likely be more affordable for relatively young
and healthy people, but very expensive (if available
at all) for people who are older or have pre-existing
health conditions. Some versions of this plan call
for a government-subsidized high risk pool for the
"uninsurable."

1 Furman, Jason (2008). "Health Reform Through Tax Reform: A Primer."
Health Affairs. 27.3.622. (www.healthaffairs.org).

® “Medical homes” are attracting attention. A def-

inition from the American Academy of
Pediatrics: “Primary care that is accessible, con-
tinuous, comprehensive, family centered, coordi-
nated, = compassionate  and  culturally
effective.”4tAre there medical homes in your
community? If so, what do they look like? How
can patients access them? What is it like to be a
patient in one of them? Is this a genuine innova-
tion or new name for primary care?

Spend some time with local medical students.
How much do they know about the health care
system that they are entering?

Your local emergency room is a barometer for
the health of your local medical system. Is it
crowded? If so, it may be not only because of the
growing numbers of uninsured. Explore how
much of the overcrowding in your community is
due to lack of insurance, how much is caused by
the inability of the insured to access timely pri-
mary care (including nights and weekends). How
much is due to internal management and patient
flow problems within the hospital? If your ER
isn’t crowded, what are they doing right? How
are people getting appropriate community-based
care?

www.allhealth.org
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® The Centers for Medicare and Medicaid Michael Cannon, Director of Health Policy

Services, the federal government’s Medicare Studies, Cato Institute, 202/789-5200,

n agency, recently introduced “never event” pay- mcannon@cato.org
ment rules, meaning they won’t pay for certain Nancy Chockley, President, National Institute for
av0|dabl_e condljuons suc_h as wrong-site surgery Health Care Management, 202-296-4426,
or certain hospital-acquired infections.42 Some nchockley@nihcm.org
states and private insurers are introducing similar i ) )
policies. This isn’t expected to radically change Gary Claxton, Vice President/Director, Health
payments to hospitals in the early years, but it is Care Marketplace Project, Kaiser Family
designed to make hospitals take a hard look at Foundation, 202/347-5270
how they can improve quality. How do hospitals David Colby, Vice President for Research and
in your community stack up? How are they Evalution, Robert Wood Johnson Foundation,
responding to the new policy? 609/627-5754, dcolby@rwijf.org

Sabrina Corlette, Director of Health Policy,
National Partnership for Women and Families,
202/986-2600, scorlette@nationalpartnership.org

® More employers are introducing workplace well-
ness and prevention programs. Are they work-

ing? Are they cost-effective?
Peter Cunningham, Senior Fellow, Center for

Studying Health System Change, 202/484-5261,

® |npatients are now often taken care of by “hospi- i
pcunningham@hschange.org

talists,” physicians who only take care of hospi-
talized patients. How widespread is this practice Richard Curtis, President, Institute for Health

in your area? Is this new specialty more efficient Policy Solutions, 202/789-1491, rcurtis@ihps.org
because the doctors have expertise in caring for
very sick patients, and they are there all the time?
Or does it create new risks because of the lack of

Karen Davis, President, The Commonwealth
Fund, 212/606-3800, KD@cmwf.org

continuity of care when patients leave the hospi- Stan Dorn, Senior Research Associate, Urban
tal? Institute, 202/833-7200,
] L ) Michelle Doty, Associate Director of Research,
® How is the economic crisis affecting health care The Commonwealth Fund, 212/606-3800,
—and vice versa? Are people in your community mmd@cmwf.com

skimping on or delaying recommended care? Are
there layoffs at local hospitals? Will patients face
even bigger medical bills if they don’t get timely
care — and who will pay? Are big health care bills

Lynn Etheredge, Consultant, Health Insurance
Reform Project, George Washington University,
301/654-4185

a major factor in the mortgage meltdown and Pamela Farley Short, Professor and Director,
foreclosures in your community? And as people Center for Health Care and Policy Research, Penn
lose their jobs — and their insurance — how are State University, 814/863-8786,

safety net institutions being affected at a time
when state budgets are strained and philan-
thropies are challenged from many directions?

Judy Feder, Professor, Public Policy Institute,
Georgetown University, 202/687-8397,

Paul Fronstin, Director, Health Research Program,

EXPERTS AND WEBSITES Employee Benefit Research Institute, 202/775-
6352, fronstin@ebri.org

John Geyman, Professor Emeritus of Family
Medicine, University of Washington, 360/ 378-
4814, jgeyman@u.washington.edu

Analysts/Advocates

Stuart Altman, Professor of National Health
Policy, Brandeis University, 781/736-3804,
altman@brandeis.edu

Paul Ginsburg, President, Center for Studying
Health System Change, 202/484-5261,
pginsburg@hschange.org

Stuart Butler, Vice President, The Heritage
Foundation, 202/546-4400

8 Alliance for Health Reform www.allhealth.org



CHAPTER 1

Jocelyn Guyer, Senior Program Director, Center
for Children and Families, Georgetown
University, 202-784-4077

Edmund Haislmaier, Research Fellow, The
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Chapter 2:

Cost of Health Care

Originally written by Meena Seshamani, M.D., Ph.D.,
Johns Hopkins University School of Medicine

he cost of health care has
T long been a leading

domestic issue for the
American people. In 2007, $2.2
trillion was spent on health care in
the U.S. - an average of $7,421 per
person. The federal government
estimates that health care costs
more than tripled from 1990 to
2007.1

Health care spending constitutes
16.2 percent of the gross domestic
product (GDP)2 and is projected to
rise to 25 percent of GDP in 2025
and 49 percent in 2082.3 (See chart,
"National Health Spending as a
Percentage of GDP.") Medicare
and Medicaid together, which
made up 5.5 percent of GDP in
2007,4 are expected to equal 19
percent of GDP in 2082, making
health spending a major force
behind rising federal spending in
the coming decades (and an
obvious target for budget cutters).5

For every dollar spent on health
care, 31 cents goes to hospitals,
another 31 cents to professional
services (including physicians and
dentists), 10 cents to prescription
drugs bought at retail, and 6
percent to nursing home care.6 (See
chart, "Where the Health Care
Dollar Goes.")

Health spending in the U.S. stands

above that in other developed
countries, both per capita and as a
percent of GDP. (In GDP terms,
U.S. spending is at least 40 percent
higher than in Germany, Belgium,
Japan, the Netherlands, Canada,
Italy, Sweden or the United
Kingdom.)?

About a third of total payments in
2007 (34.6 percent) came from
private health insurance. Medicare
paid for 19.2 percent of care,
Medicaid (both federal and state)
paid for 14.7 percent and
consumers paid for 12 percent of
care out-of-pocket.2 (See chart,
"Where the Health Care Dollar
Comes From.")

What is driving the rise in costs?
Primarily, medical technologies
and services, most analysts agree -
not only new technologies, but also
new uses for existing technologies.
This has been true for at least 50
years, and is true for all developed
nations. Other drivers include the
spread of health insurance (which
isolates consumers somewhat from
the true costs of care), increased
personal incomes (which helps
drive demand), worsening health
status (particularly obesity) and
low productivity gains in the health
care sector.9.10

The elderly account for a

For story ideas on the cost of health care, see page 19. A
list of experts and websites begins on page 20.
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FAST FACTS

The United States spent $2.2
trillion on health care in 2007, or
$7,421 per person. This amounted
to 16.2 percent of the nation's

gross domestic product (GDP).2

Health care costs more than

tripled from 1990 to 2007, and
are projected to rise to 25 percent
of GDP in 2025 and 49 percent in

2082.¢

The average cost of an employer-
based family insurance policy in
2008 was $12,680, close to the
annual earnings of a full-time

minimum wage job.d

Premiums for employer-
sponsored family health coverage
more than doubled from 2000 to

2008.¢

The tax exemption for employer
health premium contributions is
the nation's largest tax
expenditure,f totaling $246.1
billion in federal revenue passed
up in 2007.9 This is more than
half the amount that the federal
government paid for Medicare
that yearh
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25%

209 |-

15%

National Health Spending as a Percentage of GDP

Center for Studying Health
System Change found that 57
million Americans were in
15.99%, 15.9% 16.0% 16.2% families having trouble paying

from 2000 to 2008.18

Likewise, employees and self-
employed individuals have been

25.0% feeling the pinch. A study by the

medical bills in 2007.19 Almost a
quarter of respondents in a 2008
poll by the Kaiser Family
Foundation said they had
experienced a serious problem
paying for health care or health
insurance as a result of the
recession.20

* = projection

disproportionate amount of health care spending,
with nearly half of lifetime expenditures per capita
occurring after age 64.11 But population aging plays
only a minor role in explaining health cost increases
over time.l2 (See chart, "Sources of Growth in
Projected Federal Spending on Medicare and
Medicaid.") Most analysts also conclude that
defensive medicine induced by fears of malpractice
suits does not contribute to much of the growth.13

CONSEQUENCES OF RISING COSTS

The rise in health care costs has affected the health
and financial well-being of individuals and families,
and the fiscal futures of employers and governments.

Especially during the ongoing recession, health care
costs have been a source of stress for private sector
employers, who provided $532 billion in health
benefits in 2007.14 Some major U.S. automakers, for
example, note that they spend more on health care
than on steel for their cars.1516 The average cost of
an employer-based family insurance policy in 2007
was $12,680,17 close to the annual earnings of a full-
time minimum wage job. Premiums for employer-
sponsored family health coverage more than doubled

13.8%
12.39
109, 9.1%
7.29,
) H H
0%

1970 1980 1990 2000 2004 2005 2006 2007 2025*

Source: Hartman, Micah; Martin, Anne; McDonnell, Patricia et al. (2009). “National Health Spending
In 2007: Slower Drug Spending Contributes To Lowest Rate Of Overall Growth Since 1998.”
Health Affairs, Jan./Feb., p. 247. (www.healthaffairs.org). See also: Orszag, Peter; Congressional
Budget Office (2008). “Growth in Health Care Costs.” Testimony before the Senate Budget Committee,
Jan. 31, p. 1. (www.cbo.gov/doc.cfm?index=8948).

The amounts that workers pay
for their coverage have far
outpaced inflation. In 1999,
workers paid an average of $129
monthly for family coverage and
$27 for single coverage. By
2008, those amounts had grown
to $280 (up 117 percent) and $60
(a 122 percent rise).2! Inflation
over that period amounted to 28 percent.22

Employers compensate for rising health care costs in
part by keeping a lid on wages. One study estimates
that an employer's expenses for health benefits are
offset by a 9 percent reduction in wages.23

In late 2008, the Congressional Budget Office issued
a report laying out how it will go about estimating
the impact of various proposals to reform health
care. In describing why this task was so important,
CBO painted a dire picture of what might happen if
health care costs cannot be controlled. According to
CBO, "rising costs of health care and health
insurance pose a serious threat to the future fiscal
condition of the United States....Without changes in
policy, a substantial and growing number of
nonelderly people...are likely to be without health
insurance."?4 (For a detailed CBO analysis of some
ways to restrain costs, see the report, "Budget
Options:  Volume 1 - Health Care,” at
www.cbo.gov/ftpdocs/99xx/doc9925/12-18-
HealthOptions.pdf.)
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LIKELY POLICY DEBATES

As health care costs continue to
place pressure on both public and
private insurers, debates about
health care reform and entitlement
reform will surely involve ways to
constrain costs.

The task won't be easy. Health
economists speaking at an Alliance
for Health Reform - Robert Wood
Johnson Foundation briefing in
2008 noted how hard it is to control
demand for health services, which
some believed to be the only way to
constrain costs.25 Some of the
methods tried or proposed include:

INCREASED COST-SHARING

Cost-sharing involves out-of-pocket spending by
consumers for insurance deductibles, coinsurance,
copayments, and premium contributions (see
glossary for definitions). As health care costs have
risen, employers and public programs have shifted
costs to consumers (see text box on rising costs and
access to care).

By increasing the amount of out-of-pocket
contributions from patients, cost-sharing schemes
can increase patient cost-awareness in health care
decision-making, providing an incentive to pursue
less-costly treatments. One example of this effect is
tiered copayments for prescriptions, which give
consumers an economic incentive to select generic
medications rather than brand name drugs. This
incentive system helped increase the dispensing rate
of generics from 56 percent of prescriptions in 2005
to 63 percent in 2006.26

CONSUMER-DIRECTED HEALTH PLANS

Making patients more aware of costs is also the
reasoning behind consumer-directed health plans,
which link a high- deductible health plan with tax-
sheltered health reimbursement accounts (HRAS) or
health savings accounts (HSAs). (See glossary for
definitions.) Patients make out-of-pocket health care
payments from their HRA or HSA until they have
reached their yearly deductible amount, at which
point their health plan starts picking up expenses.

Enrollment in such plans is growing slowly. A report

Structures,equip., 4%
Research, 29,
Govt. public health, 3%

Home health care, 39,
Nursing home care, 10%,

Non-Rx medical products, 3%

Retail prescription drugs, 10%

Where the Health Care Dollar Goes

Hospital
care, 319,

Other, 7%

Professional
services, 319,

Source: Hartman, Micah; Martin, Anne; McDonnell, Patricia et al. (2009). "National Health
Spending in 2007: Slower Drug Spending Contributes to Lowest Rate of Overall Growth Since
1998." Health Affairs, Jan/Feb., p. 247. (www.healthaffairs.org).

by the Employee Benefit Research Institute found
that in 2008, 3 percent of privately insured people
aged 21 - 64 were enrolled in an HSA or HRA linked
to a high-deductible health plan. This compared with
2 percent in 2007.27

CHANGES IN PROVIDER REIMBURSEMENT
Payments to physicians and hospitals made up 52
percent of all health care spending in 2007.28 Thus,
many methods have been tried to reduce payments to
providers as a way of reining in health care costs.

Medicare is moving toward pay-for-performance
reimbursement, whereby a specified percentage of a
hospital's payment would be based on performance
measures, ranging from giving smoking cessation
advice to perioperative antibiotic administration.29

Payers can also simply decrease the amounts they
pay providers. Medicare's Sustainable Growth Rate
(SGR) policy is supposed to do this, aiming to keep
total spending for physician services in Medicare
Part B under a defined target figure.30 (See the
Medicare chapter for more information about the
SGR.) The Balanced Budget Act of 1997
significantly cut Medicare reimbursements to
providers. Similarly, from 2003 to 2005, several
states reduced or froze Medicaid reimbursement
rates in response to budget shortfalls.3! In the private
sector, insurance companies try to negotiate lower
rates.
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CHRONIC DISEASE MANAGEMENT
From 1987 to 2002, two-thirds of the growth
in Medicare spending was for 10 chronic
medical conditions, with 12 percent for heart
Priv. health disease alone.38 A greater prevalence of
" 46% chronic disease in the U.S. compared to its

Where the Health Care Dollar Comes From

Consumer out-of-pocket, 12.0%,

Other federal, 6.1%

Other state
and local, 6.29,

Medicaid
(federal and state),

14.7% Other

Medicare, 19.29,

Source: Hartman, Micah; Martin, Anne; McDonnell, Patricia et al. (2009).
“National Health Spending In 2007: Slower Drug Spending Contributes To Lowest
Rate Of Overall Growth Since 1998.” Health Affairs, Jan./Feb., p. 254.

(www.healthaffairs.org)

However, each of these policies can have unintended
consequences. Providers may (and do) drop patients
from lower-paying insurance plans, or refuse to
accept them in the first place.32 Congress has often
overridden the cuts mandated by the Sustainable
Growth Rate.33 And there is some (albeit conflicting)
evidence to suggest that cutbacks to hospitals may
decrease the quantity of services provided and
adversely affect patient outcomes,343536 calling into
question the sustainability of further cuts.

HEALTH INFORMATION TECHNOLOGY
Substantial financial support for health information
technology (IT) expansion occurred early in the
111th Congress, buoyed by its bipartisan backing
and the enthusiasm shown by the Obama
Administration. Electronic medical records can
result in improved coordination of care among health
care providers, reduce medical errors, and enable
easier, standardized measurement of health care cost
and quality. Moreover, improved clinical decision
support for providers could decrease variability in
the use of health care services.

But whether health IT can save substantial sums is at
yet unanswered. Peter Orszag, director of the Office
of Management and Budget, has concluded that
health information technology alone is not sufficient
as a cost saver without other simultaneous changes in
the health care system.37

private, 7.29,

European counterparts, and higher rates of
medication treatment of chronic diseases, are
also believed to underlie some of the health
care cost differences between the U.S. and its
European counterparts.3?

Therefore, the prevention of chronic disease,
and the improved, coordinated management
of chronic disease once it develops, is critical
to providing more cost-efficient, high quality
care.

But disease-management has mixed results as
a cost-containment tool. Eight pilot programs
conducted by Medicare did not reduce costs,
largely because the sickest and most vulnerable (and
thus most costly) patients were less likely to agree to
participate in disease-management efforts.40 Other
studies have shown that efforts at preventing and
dealing with chronic diseases typically add to health
care spending, rather than reducing it. A review of
1,500 interventions for prevention and treatment
found that about 20 percent did lower costs. The rest
added more costs than they saved.4!

PHARMACEUTICALS

Prescription drug spending increased 4.9 percent in
2007, according to the Centers for Medicare and
Medicaid Services. This was a deceleration from the
8.6 percent growth in 2006.42 (Some research
suggests the rate of growth in 2007 may have slowed
even more.)43 This deceleration is occurring as brand
name drugs face increased competition from
generics and insurers aggressively used tiered
formularies. The federal government estimates
prescription drugs spending will grow by an average
of 6.5 percent a year from 2008 - 2018.44

The United States is known to have higher prices for
medications than its European counterparts; indeed
for several European countries, the price of 150 of
the most popular drugs was 60 percent or less of the
price in the U.S.45 Other analysts suggest that these
differences may be overstated.46 Patents for
pharmaceutical companies enable higher prices for
protected brand names.

18

Alliance for Health Reform

www.allhealth.org



CHAPTER 2 COVERING HEALTH ISSUES, 5TH EDITION

Sources of Growth in Projected Federal Spending on Medicare and Medicaid

20%

15%

Effect of Cost Growth Faster Than
GDP and Aging of Population
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Source: Congressional Budget Office (2007). "The Long-Term Outlook for Health Care Spending."
(http://lwww.cbo.gov/ftpdocs/87xx/doc8758/11-13-LT-Health.pdf).

Some suggest the following ways that government comes goes hand-in-hand with issues of health

might lower costs: using the large market share of care Costs.

the elderly population to negotiate lower prices with

pharmaceutical companies, allowing importation of ® Consider all of the various players in looking at

medications from other countries where they are health care costs. This includes health care

cheaper, or revising patent laws to allow for generics providers, patients, payers, government, employ-

to be brought to the market sooner. ers (large and small), employees, and health
insurance plans. Each will have different inter-

One concern with all of these methods is that ests and will be affected differenﬂy by po||Cy

pharmaceutical profits provide the needed capital changes.

and incentive for research and development. In 2002,
82 percent of the investment by global
pharmaceutical companies was spent in the United
States, and pharmaceutical companies employ over
223,000 American workers.47 Safety questions also
would arise with imported drugs.

® The financial effects of health care policy should
be considered in both the short and long term; a
short term investment may lead to long-term cost
savings.

® The way health care is financed can affect the
way health care is provided. For example, the tax
exclusion of employer-provided benefits creates
an incentive for employers to provide health ben-
efits to their employees. Changing that exclusion
could create a disincentive.

OTHER METHODS

Many other cost-containment ideas have been
implemented or proposed. These include reducing
public program fraud and abuse, capping amounts
paid out in malpractice judgments, boosting efforts
to prevent disease, and sending Americans overseas
for major surgery in less expensive countries. None

to date has emerged as having a major impact on STORY IDEAS

overall costs.+ ® Contact local employers, both small and large,
and find out how rising health care costs have

TIPS FOR REPORTERS affected their business practices. This can

include pricing of products, business invest-
ments, other employee benefits, and contract
negotiations.

® Cost containment will be a key consideration in
upcoming health care policy debates.

© Consideration of health care quality and out- ® Find out what kinds of changes local employers
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have made to their health plans in terms of
increased cost-sharing (copayments,
deductibles), alternative plan structures such as
Health Savings Accounts, or dropping coverage.
What do they consider to be the pros and cons of
each option? How have employees reacted to
such changes?

® Interview providers about whether the level of
cost-consciousness in health care has changed in
recent years, among providers and among
patients. What kinds of efforts have been made
by providers to incorporate cost in management
decisions?

® Interview local hospital officials to find out what
utilization management or education programs
have been or are being implemented to try to
make health care provision more cost-efficient.
This could include an examination of physician
practices compared to their peers, programs to
prevent medical errors and complications, and
health prevention.

® Interview employers as to what employee well-
ness, educational, or health utilization programs
they have implemented to try to rein in health
care costs. Have they found these programs to
make a difference? How have employees
responded to them?

® Contact local government officials and find out
what the challenges they face in covering
Medicaid patients and administering public
health programs. What measures have been
taken to manage the costs? How might the reces-
sion affect funding for public health programs?

® Contact administrators at local health insurance
plans to find out which areas have generated
high costs and what efforts have been made to
streamline care in those areas. Examples could
include efforts to move away from care provided
in the emergency room setting toward primary
care office visits; wellness and prevention pro-
grams; and incentive structures for providers.

® Conduct a round-table discussion or focus group
with members of the community to discuss rising
health care costs. What do they think are the
causes? Would higher co-payments and

CHAPTER 2

The Effect of Rising Costs on
Access to Care

As health care costs rise, Americans have found it
increasingly difficult to keep up. Employers have
scaled back coverage and increased cost-sharing.
The median deductible required by large employers
for single, or individual, coverage in preferred
provider (PPO) health plans jumped to $1,000 in
2008, up from $500 the previous year, according
the Mercer consulting firm.1 PPOs are the most
popular type of health plan.

The number of non-elderly Americans living in
families spending more than 10 percent of their
income on health care premiums and cost sharing
rose from 15.9 percent to 17.7 percent between
2001 and 2004.2

Even more concerning is the fact that employers -
mostly small businesses - are dropping coverage.
From 2000 to 2007, the number of non-elderly
Americans covered by employer-based health
insurance fell from 68.3 percent to 62.9 percent.3
As a result, nearly half of the increase in the
uninsured among children has occurred in middle-
income families.# It has been well-documented that
the uninsured are less likely to obtain needed, high
quality care. 58

1 Mercer (2008). "So what happens in next year's tough business
environment?" News release, Nov. 19.
(www.mercer.com/print.htm?indContentType=100&idContent=1328445&ind
BodyType=D&reference=).

2 Banthin, Jessica; Cunningham, Peter; Berard, Didem (2008). "Financial
burden of health care, 2001-2004," Health Affairs; 27(1): 189-190.
(www.healthaffairs.org).

3U.S. Census Bureau. "Table HIA-6. Health Insurance Coverage Status
and Type of Coverage by State--Persons Under 65: 1999 to 2007."
(www.census.gov/hhes/wwwihithins/historic/hihistt6.xIs).

4 Holahan, John; Cook, Allison (2007). What Happened to the Insurance
Coverage of Children and Adults in 2006? Menlo Park, CA: Kaiser Family
Foundation. (http:/fwww.kff.org/uninsured/upload/7694.pdf).

S Institute of Medicine (2003). "Hidden Costs, Value Lost: Uninsurance in
America." Washington, DC: National Academies Press, June.
(http:/Aww.iom.edu/Object.File/Master/12/327/Uninsured5FINAL.pdf).

6 Dorn, Stan (2008). "Uninsured and Dying Because of It: Updating the
Institute of Medicine Analysis on the Impact of Uninsurance on Mortality."
(http:/Aww.urban.org/UploadedPDF/411588 _uninsured_dying.pdf).

deductibles make them more cost conscious in
their decisions? Would it lead them to not access
care? What are areas to target?

EXPERTS AND WEBSITES

Analysts/Advocates

Henry Aaron, Senior Fellow, Economic Studies,
Brookings Institutlon, 202/797-6128,
haaron@brookings.edu
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Financing Health Care Reform

As policymakers look to address our nation's health care problems, a key question is how health care reform
programs will be financed. There are three main avenues being discussed on the campaign trail and in national
and state legislatures.!

1. Rolling back high-income tax cuts. While a candidate, President Obama proposed restoring the high-
income tax rates from 2000, yielding revenue of $65 billion per year.2 However, it is unclear how fast the
administration will move to enact such a change, in view of the faltering economy. Even if the tax rates are
raised for high-income earners, tax revenue may not keep pace with rising health care costs, especially in a
recession where government tax revenue can be expected to decrease.

2. Modifying the current tax exclusion for health benefits. The exclusion of employer health insurance
premiums comprises the largest federal tax expenditure (see the chapter on employer-sponsored coverage
for more). Capping or eliminating the tax exclusion would increase government tax revenue, but would also
alter the financial incentive for employers to provide health insurance to their employees.

3. Play-or-pay model. Employers would be required to offer insurance to their employees or pay a tax to
help pay for their employees to be covered elsewhere. This approach potentially strengthens and broadens
the link between employers and health care, but could disproportionately affect small firms that are less
likely to offer coverage. The play-or-pay model was part of the Massachusetts health reforms. Contrary to
critics' fears, play-or-pay has not caused many employers to drop coverage in Massachusetts. 3

The current recession will clearly affect where and how easily finances are obtained for health care changes.
Most notably, decreasing incomes will lead to decreasing government tax revenue. As people lose their jobs or
as businesses tighten their belts, there could be an increase in the number of uninsured or underinsured,
thereby coupling decreased tax revenue with increased burden on public programs. Finally, economic strains on
businesses could amplify some of the untoward economic effects of the financing proposals, such as the
negative effect of taxation on investment and growth.

1 For a more in-depth discussion of options to finance health reform, see Seshamani, Meena; Lambrew, Jeanne; Antos, Joseph (2008). "Financing the US Health

(http://www.nytimes.com/packages/pdf/politics/finalcostsmemo.pdf).

Affairs Web Exclusive, June 3, p. w291. (www.healthaffairs.org).

System: Issues and Options for Change." Bipartisan Policy Center. (http://www.americanprogress.org/issues/2008/06/health_financing.html).
2 Blumenthal, David; Cutler, David; Liebman, Jeffrey (2007). "Memorandum to Interested Parties: Obama Health Care Plan." The New York Times.

3 McDonough, John; Rosman, Brian; Mehreen; Butt, Mehreen (2008). "Massachusetts Health Reform Implementation: Major Profess And Future Challenges." Health
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CHAPTER 12

Security all play arole. ® How can new graduates be inspired to enter the

public health workforce? How can students
entering college be encouraged to study the pub-
lic health sciences such as epidemiology, micro-
biology, biostatistics, etc?

® Be aware that on the local level, most public
health functions are carried out through local
health departments. Their budgets depend on
federal, state and local budget allocations. They
likely will be making tough budgetary choices in
the next few years.

EXPERTS AND WEBSITES

Analysts/Advocates

Errol Alden, Executive Director, American
Academy of Pediatrics, 847/228-5005,
ealden@aap.org

® The private sector plays a role in funding public
health and delivering public health messages. Its
role may be even more critical in an economic

downturn. Gerard Anderson, Director, Center for Health

Finance and Management, Johns Hopkins
University, 410/955-3241

Joseph Barbera, Associate Professor of
Engineering Management, George Washington
University, 202/994-8424

Georges Benjamin, Executive Director, American
Public Health Association, 202/777-2501,
Communications Director David Fouse:
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The Congressional Budget Process

Originally written by Anne Montgomery,
U.S. Senate Special Committee on Aging

role in shaping health policy. They can be

used to ease the way for approval of funding
for certain favored programs and policy priorities.
Alternatively, they can be used to create potholes
and roadblocks for programs that are viewed as
lower priorities by congressional leadership and
other legislators.

Congressional budgetary procedures play a key

For discretionary spending, annual funding
decisions made by the Appropriations Committees
impact the work of thousands of initiatives, projects
and programs, such as those that comprise the
National Institutes of Health. For entitlement
programs such as Medicare and Medicaid, program
change often comes as part of a budget process
known as "reconciliation."! (See the "Rules of
Reconciliation™ below for more.)

What follows is a guide to some of the major stages
and rules of the process. Generally speaking, budget
procedures tend to be more closely scrutinized in the
Senate than in the House. A simple majority of the
House, on recommendation of its Rules Committee,
has the ability to waive any rule,2 whereas in the
Senate, a 60-vote supermajority is needed.3

IT ALL STARTS IN FEBRUARY

The budget process is largely governed by the
Congressional Budget and Impoundment Control
Act of 1974, which requires the president to submit
a budget request to Congress by the first Monday in
February every year4 This budget request is
developed by the Office of Management and Budget
(OMB) during weeks of consultation with other
federal agencies.56

Also during February, all congressional committees
develop "views and estimates" of appropriate
spending and revenue levels for programs under
their jurisdiction, which are transmitted to the

respective House and Senate Budget Committees.”
The Budget Committees in both chambers hold a
series of public hearings to gather testimony,®
including information from OMB, from the
independent, nonpartisan Congressional Budget
Office (CBO), and from the Federal Reserve.?

The president's request and the committees' views
and estimates form the basis for the Budget
Committees' resolutions.l0 Essentially, a budget
resolution establishes budget authority (the power to
spend) and aggregate budget outlays (actual planned
spending) for all programs.il These include
mandatory, or direct, spending programs like
Medicare and Medicaid, which are automatically
funded at specified levels established in permanently
authorized programs.

Budget resolutions also include a cap on overall
discretionary spending, divided among relevant
congressional committees in amounts called 302(a)
allocations.t2 Another element is the federal
government's current estimated annual surplus or
deficit and projected increases in the national debt
ceiling. Budget resolutions can vary in length from
five to 10 years. (For more information, see box,
"Getting a Grip on Green Eyeshade Lingo.)

Budget resolutions are voted on first in the two
Budget Committees, and then by the full House and
Senate.13 Differences between the Senate and House
versions are resolved during conference
negotiations, after which the final conference report
is approved by both chambers.14 If Congress is on
schedule, approval of the conference report - which
takes the form of a concurrent budget resolution -
occurs by April 15.15 Once approved by the House
and Senate, the concurrent budget resolution is
binding on Congress, but it does not have the force
of law, since it is not signed by the president.16 The
resolution sets spending limits within which
Congress operates when passing legislation.
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Getting a Grip on Green Eyeshade Lingo

Budget Resolution: The resolution is both a guide and a series of instructions to committees on the spending
targets they are required to meet for the coming fiscal year, which begins Oct. 1.1 This document sets targets
for budget authority for existing programs, and for new budget authority, as well as outlays (estimated
expenditures), revenues, annual deficit/surplus estimates, and total national debt. The resolution displays
these targets in the aggregate, but also by budget function, and by committee allocation.2 Often, budget
resolutions include reserve funds, which are amounts of money that are held back from allocations to the
various committees (see below).

Function Totals: Function totals show how the spending totals are allocated across 20 broadly defined budget
functions.3 They are not binding, but are a good guide to the Budget Committee’s preferences and
congressional intentions. For health, the most important functions are functions 550 and 570. Function 550
includes public health discretionary, Medicaid, the Childrens Health Insurance Program (CHIP) and the Federal
Employees Health Benefit Program (FEHBP). Function 570 includes Medicare benefits and discretionary
administrative costs. Other budget functions capture additional health spending, like Function 700, which
includes TRICARE, the health benefits system for active military personnel, and Department of Veterans Affairs’
health benefit programs.

Committee Allocations: These figures allocate funds across appropriations and authorizing committees with
jurisdiction over various programs, and suggest how much money each has to spend for current programs, as
well as for new initiatives. If there is no room in a committee’s allocation to allow for new spending, a point of
order can be raised against any proposed legislation that creates new spending.4 While a Budget Committee’s
allocation to a committee may stipulate an amount of funding that is sufficient to pay for a specific program,
this is not binding on the committee with jurisdiction over the program, which is free to heed or ignore the
allocation’s funding suggestions within its ceiling. Discretionary spending policies are primarily enforced by the
302(a) process, whereas direct or mandatory spending policies are primarily enforced through the
reconciliation process.

Reserve Funds: A mechanism that the Budget Committees can use to make their funding preferences harder
for authorizing committees to ignore is the reserve fund. Reserve funds provide budgetary authority that the
authorizing committee can use only to fund a specific policy. In this way, the Budget Committees can ensure
that the authorizing committees will not take money identified for a desired policy and divert it to some less-
favored policy. Reserve funds are also used to set spending parameters for a policy. In one well known example,
for FY 2004, the Budget Committees set a figure of $400 billion over 10 years in a reserve fund for an
outpatient prescription drug benefit and other provisions.56 This helped to pave the way for enactment of the
Medicare Prescription Drug, Improvement, and Modernization Act (MMA). So-called “deficit neutral” reserve
funds” are occasionally used as a signal to indicate that while the Budget Committee supports a certain policy,
funding has not been specifically identified to pay for it.

1 House Budget Committee. "Traditional Calendar of Congressional Budget Activities." (http://www.house.gov/budget/budgcalendar.pdf).

2 Streeter, Sandy. "The Congressional Appropriations Process: An Introduction.” Congressional Research Service, 97-684. p. 3.
(http:/Awww.rules.house.gov/archives/97-684.pdf).

3 Heniff Jr.,, Bill. "Functional Categories of the Federal Budget." Congressional Research Service, 98-280. (http://www.rules.house.gov/archives/98-280.pdf).

4 Heniff Jr., Bill, "Congressional Budget Act Points of Order." Congressional Research Service, 98-876. (http://www.rules.house.gov/archives/98-876.pdf).

S United States Congress, House, 108th Congress, 1st Session. H.Con.Res.95: Establishing the congressional budget for the United States Government for fiscal

year 2004 and setting forth appropriate budgetary levels for fiscal years 2003 and 2005 through 2013 [introduced in the U.S. House; 17 March 2003].
(http://thomas.loc.gov/cgi-bin/bdquery/z?d108:HC00095). .

6 United States Congress, Senate, 108th Congress, 1st Session. S.Con.Res.23: An original concurrent resolution setting forth the congressional budget for the
United States Government for fiscal year 2004 and including the appropriate budgetary levels for fiscal year 2003 and for fiscal years 2005 through 2013. [introduced
in the U.S. Senate; 14 March 2003]. (http://thomas.loc.gov/cgi-bin/bdquery/z?d108:SC00023).

7 Majority Staff, House Committee on the Budget. "How 'Deeming' Enforces Budgeting: A Review of Fiscal Disciplines in Force." Budget Monitor. 11 June 2002.
(http:/Avww.house.gov/budget/budmon2004.htm).

Budget resolutions sometimes include special rules In general terms, PAYGO rules require that increases
that govern how the House and/or the Senate will in spending or reductions in revenues must be fully
operate in a particular budget cycle. For example, to offset, or paid for, by changes elsewhere in the
combat the economic recession in 2009, the Senate budget. If no offset is offered, a point of order may
operated under a waiver of the "PAYGQO" (or pay-as- be raised that prevents consideration of the
you-go) rule that was first adopted in 1993.17 legislation on the Senate floor, unless the order is
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waived with the approval of 60 senators.'® But
under normal PAYGO Senate rules, any bill that
implements spending and revenue policy changes
assumed in the most recently adopted budget
resolution is exempt.19

During years when Congress has failed to adopt a
budget resolution (e.g., FYs 1999, 2003, 2005,
2009), emergency enforceable spending ceilings
can be created via a "deeming resolution™ inserted
into a non-controversial appropriations measure.20
If these deeming resolutions are not passed in
identical form in the House and Senate,
disagreements between the two chambers over
spending limits may continue. Regardless, after
May 15th, the House is free to vote on any
appropriations bill.2t

THE RULES OF RECONCILIATION AND
THE ROLE OF AUTHORIZING
COMMITTEES

Changes in direct spending programs or revenue
changes (a.k.a. tax cuts or tax increases) can be
made through the budget process in the form of
orders known as reconciliation instructions.
Reconciliation requires opening up mandatory
entitlement programs - such as Medicare and
Medicaid - for changes in the statutory provisions
that govern their funding levels.2

Reconciliation is most often used to balance
overall projected spending and revenue targets
with outlays across all discretionary and
mandatory spending programs (except Social
Security), generally over a period of five years.z3
It is a powerful tool in the Senate, in part because
it is not subject to the requirement for a
supermajority of 60 votes to end debate (the so-
called "cloture" rule). In other words, 51 votes are
enough to pass a reconciliation bill. There is no
possibility of a filibuster. Originally used as a
device for easing passage of deficit reduction
legislation, reconciliation may also be used to
speed approval of legislation that calls for tax cuts
or tax increases.

While reconciliation instructions in the concurrent
budget resolution specify certain spending and
revenue targets, development of legislative
language to meet these targets is within the
province of the authorizing committees.24 (See

Authorizing Committees with Major
Jurisdiction Over Health Legislation

Senate Finance Committee - This committee has the
broadest jurisdiction in Congress, including all programs
authorized under the Social Security Act that are financed
by a tax or trust fund. The panel also considers tax credit
and tax deduction provisions dealing with health
insurance premiums and health care costs, and matters
concerning health plan benefits offered under ERISA. The
panel considers legislation on Medicare, Medicaid, CHIP,
and maternal and child health, among many other
programs.

House Ways and Means Committee - This committee
broadly considers legislation for programs that provide
payments for health care, e.g., Medicare, as well as health
delivery systems. The panel also has jurisdiction over tax
credit and tax deduction provisions dealing with health
insurance premiums and health care costs. The panel
considers all legislation under the Social Security Act
except health care and facilities programs that are
supported from general revenues as opposed to payroll
deductions.

Senate Health, Education, Labor and Pensions
Committee - The panel's jurisdiction broadly includes
programs focusing on poverty, individuals with
disabilities, family and children's issues, low-income
populations, public health, aging, biomedical research
and development, occupational safety and health, among
others.

House Energy and Commerce Committee - This
committee has principal legislative oversight for consumer
protection, food and drug safety, public health,
environmental health, and interstate commerce. The panel
considers legislation on Medicare (shared with Ways and
Means), Medicaid, FDA, and CHIP, among other programs.

Senate Committee on Homeland Security and
Governmental Affairs and the House Committee on
Homeland Security - These panels review programs
concerning bioterrorism preparedness and response,
natural disaster preparedness and response, and
biomedical research and broader public health issues
related to those areas.

House and Senate Committees on Veterans Affairs -
These committees consider legislation on veterans'
hospitals, medical care, and treatment of veterans.

House and Senate Committees on Armed Services -
These panels have jurisdiction over health benefits and
programs for members of the Armed Forces, including
the Department of Defense's TRICARE system of health
plans.

Sources: Congressional Yellow Book, U.S. Government tutorial, Kaiseredu.org at
http:/lwww.kaiseredu.org/research.asp?id=106, and Indian Health Service, "An
Agency Profile"
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box, "Authorizing Committees with Major
Jurisdiction Over Health Legislation.") For
entitlement programs such as Medicare, policy
changes to meet the resolution's targets are informed
by CBO's baseline, or current-law, assumptions. In
preparing their legislation, authorizing committees
ask CBO for projections of how policy changes they
are contemplating would affect projected spending
over a period of five or 10 years.

Reconciliation directives that apply to only one
committee, or which focus only on revenue changes,
sometimes call for the resulting legislation to be
brought directly to the floor for a vote following
committee approval.25 This occurred, for example,
with the "Tax Relief Extension Reconciliation Act of
2005," which extended capital gains and dividend
tax cut legislation until 2010.26 But more often, the
work of several committees is involved, and their
instructions  require them to report their
recommendations to the Budget Committee -- which
then assembles an omnibus bill for consideration by
the Senate or House.2

In either circumstance, the Budget Committee
cannot make "substantive" revisions to the
legislation that is recommended by the authorizing
committees - even if the proposed recommendations
fall short of the changes that were called for in the
resolution.28 In practice, if an authorizing committee
approves legislation that fails to meet the resolution's
targets, the Budget Committee works with the
authorizing committee on possible amendments that
can be offered on the floor.

Prior to floor consideration, a reconciliation package
that combines the work of various authorizing
committees is assembled by the House Rules
Committee, which sets parameters for the length of
floor debate and for any amendments that will be
considered.2? In the Senate, overall debate time on
reconciliation legislation is always limited to 20
hours; any Senator may propose amendments.30

A Dbudgetary point of order for violating what is
known as the "Byrd Rule™ can be raised against any
amendment considered in the Senate that proposes to
change existing law if the amendment cannot be
shown to result in a change in outlays or revenues, as
determined by CBO.3t As with other points of order,
a 60-vote supermajority is required to waive this
rule.

APPENDIX A

DISCRETIONARY SPENDING: THE
APPROPRIATIONS PROCESS

The annual appropriations process always begins in
the House, and funds discretionary programs and
projects within the jurisdiction of federal
departments and agencies.’2 The annual
appropriations process is under the control of the
House and Senate Appropriations Committees and
Subcommittees (10 in the House, 12 in the Senate).33

The budget resolution provides recommended
spending totals known as the 302(a) allocations for
all committees with jurisdiction over discretionary
spending. But actual allocations by Appropriations
Subcommittees are decided by the chairs of the
House and Senate Appropriations Committees.
Known as 302(b) allocations, these amounts may be
distributed differently among the subcommittees
than what was envisioned in the 302(a) function
totals.34 Subcommittees take into account the
funding levels (spending ceilings) already
established by authorizing committees that have
jurisdiction over specific programs.

Once the full House has approved an appropriations
bill, the Senate takes up this measure. The Senate
frequently chooses to amend the House bill, based on
the version recommended by the relevant Senate
Appropriations Subcommittee.35 On the Senate floor,
changes to a House appropriations bill are often
made through a series of grouped en bloc
amendments.

Once the Senate has approved its appropriations
measure, conference committees of House and
Senate negotiators resolve differences in the two
versions.36 The resulting conference report is voted
on again by the House and Senate and sent to the
president, who may sign it into law or veto it.37

The appropriations process may be delayed beyond
the end of the fiscal year (September 30). In order to
prevent a shutdown of government programs,
Congress usually passes one or more continuing
appropriations bills.3 Referred to as continuing
resolutions (CRs), these stopgap measures are
typically effective only for short periods, in order to
keep Congress' feet to the fire.

The precise scope and duration of CRs depends on
which of the appropriations measures have not yet
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been signed into law. In recent years, it has become for recovery from natural disasters such as Hurricane
more common for several unfinished appropriations Katrina. Supplemental funds may also be provided
measures to ultimately be combined into a large, through regular appropriations bills and CRs.

end-of-the-year omnibus bill.39.40

During the fiscal year, Congress also frequently
considers one or more supplemental appropriations
measures that are generally for unforeseen needs -
such as emergency funds to help provide assistance
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Polls on Health Care Issues

ealth care has consistently rated as one of the
Hmost important issues on the minds of the
American public. The list below includes
organizations that track public opinion about health

care as an issue, and about specific topics within the
health care universe.

American Association for Public Opinion
Research (AAPOR): www.aapor.org

AAPOR is an association of individuals who
share an interest in public opinion and survey
research. The group publishes the Public
Opinion Quarterly journal. The “For Journalists”
section includes tips on understanding and writ-
ing about poll results. The “Vox Box” section on
the home page offers a scrolling list of polls a
variety of topics, which are updated frequently.

American National Election Studies:
www.electionstudies.org

American National Election Studies produces
data to help explain why Americans votes as they
do on election day. A collaboration of Stanford
University and the University of Michigan.

The Commonwealth Fund, Surveys & Data:
www.commonwealthfund.org/surveys/surveys.htm

The Commonwealth Fund tracks trends in health
coverage, access and quality, and general poli-
cy/practice issues in the U.S. and internationally.

Employee Benefit Research Institute, Health
Confidence Survey: www.ebri.org/surveys/hcs

Since 1998, the Health Confidence Survey
(HCS) has tracked a broad spectrum of health
care issues, including Americans’ satisfaction
with health care, their confidence in the health
care system of today, the future of the health care
system and the Medicare program, and their atti-
tudes toward health care reform.

Gallup Organization: www.gallup.com

The Gallup Organization has studied human
nature and behavior for more than 70 years. Site
contains dozens of health care polls. See “Gallup
Poll Analyses.” Access to some polls is free of
charge, while access to others requires a registra-
tion fee.

Harris Interactive:
www.harrisinteractive.com/harris_poll

Harris Interactive® is a worldwide market
research and consulting firm best known for The
Harris Poll® and for pioneering an internet
polling method that produces reliable results.
Polls include public perceptions of health care as
a national priority, compared with other needs.
Click on “News & Events,” then “Harris Poll.”

Harvard Opinion Research Program:
www.hsph.harvard.edu/horp

The Harvard Research Program has played a key
role in 100+ public opinion surveys on health
and social policy in the U.S. and 15 other coun-
tries. The program specializes in assessing peo-
ple’s attitudes in relationship to their values,
knowledge, and experiences. Researchers have
published 120+ articles in four major areas,
including and election studies.

Kaiser Family Foundation, Health Poll Search:
www.kaisernetwork.org/health_poll/hpoll_index.cfm

Health Poll Search is a searchable archive of
public opinion questions on health issues that
allows users to know what Americans think
about health issues. Health Poll Search is the
result of a partnership between the Kaiser Family
Foundation and the Roper Center for Public
Opinion Research (see below). The archive cov-
ers 29 topics and more than 300 subtopics relat-
ed to public perceptions of HIVV/AIDS, reproduc-
tive health, health policy and health reform,
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Medicare and Medicaid, women's health, the
uninsured, minority health, and children's health.
Also includes tips on using polling data.

APPENDIX B

ter promotes the “intelligent, responsible and
imaginative use of public opinion in addressing
the problems faced by Americans and citizens of
other nations.” Check “What’s New” under the

Kaiser Health Care Poll Report:
www.kff.org/healthpollreport/CurrentEdition/
index.cfm

“Quick Links” button in the left column of the
home page.

Zogby International: www.zogby.com

The Kaiser Health Poll Report uses bimonthly
Kaiser surveys to track public opinion about
health care topics, including health care priorities
for the president and Congress; the public's wor-
ries about their own ability to access and pay for

Zogby International has been tracking public
opinion since 1984 in North America, Latin
America, the Middle East, Asia and Europe.
Click on the “Search/Help” button to find polls

health care; and public attention to health-related
stories in the news.

related to a number of health topics.

Pew Research Center for the People and the
Press: http://people-press.org/dataarchive

The Pew Center is an independent opinion
research group that studies attitudes toward the
press, politics and public policy issues. They are
best known for regular national surveys that
measure public attentiveness to major news sto-
ries, and for their polling that charts trends in
values and fundamental political and social atti-
tudes. See “Data Sets” and “FY1 Other Polls.”

The Polling Report: www.pollingreport.com

PollingReport.com is a compilation of polls from
organizations such as the Associated Press,
CNN, USA Today and Gallup, among others.
The website is updated whenever new polls are
released. Data are from national probability-sam-
ple surveys of the American public. Additional
data — including state-by-state presidential, con-

gressional, and gubernatorial polls — plus analy-

ses by leading pollsters, are available to sub-

scribers (fee required). To see how health care
ranks among other national priorities, click on
“National Priorities” under the “State of the
Union” button.

The Roper Center for Public Opinion Research:
www.ropercenter.uconn.edu

Founded in 1947, the Roper Center for Public
Opinion Research at the University of
Connecticut bills itself as the leading education-
al facility in the field of public opinion. The cen-
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Covering Health Issues for TV & Radio

Originally written by Deborah Potter, NewsLab,
former network correspondent for CBS and CNN

television are medical reports about diseases,

lifestyles, experimental tests and treatments.
Many of them aren't even local, although they may
be "fronted" by a station's reporter or anchor.
Hundreds of newsrooms depend on feed services
like Ilvanhoe Broadcast News and Medstar
Television to provide their daily health reports.

The vast majority of health stories on local

Let's face it: issues like insurance coverage,
prescription drug costs and access to health care may
be important, but they aren't easy to cover. That's
why we are offering the following tips to help you
tackle these stories and make them both interesting
and understandable to your audience. While these
tips are written with television reporters in mind,
many of them apply just as well to radio reporters.

PEOPLE

Find a central character.

The best stories are about people; they don't just use
people as an opening and/or closing anecdote. They
have what one news manager calls the "RH factor" -
real humans. "The art of getting public policy on
TV," says Susan Dentzer, formally of PBS, "is to go
out and find the person whose plight encapsulates at
least some of the issues.” However, finding people
who are willing to go on camera is often difficult.
Some reporters have had success in finding
participants by working through special interest
groups.

Choose an expert who can speak simply.

Find an expert who can explain complex issues
simply. One way to do this is to ask potential experts
if they are comfortable being called by their first
name. A PBS producer uses this as a simple litmus

test for finding experts who are willing to forego
technical language. (You can sign up for the Alliance
for Health Reform’s Find-an-Expert Service for
reporters at www.allhealth.org/reporter_enroll.asp.)

Use simple language yourself.

Experts often speak in their own jargon, which is
virtually unintelligible to the general public. Asking
better questions can get you better sound bites. Use
simple language in your questions, so people will
respond similarly. For example, don't ask about
morbidity rates; ask how many people are sick.
Susan Dentzer, now editor-in-chief of Health Affairs
journal, told sources they should treat her like a very
intelligent 12-year-old. "Because I'm intelligent, they
won't talk down to me," she says, "but if I'm 12, they
know they need to explain things."

Experts may not be required.

Not every story needs to include a sound bite from a
traditional "expert." While you'll probably consult
experts no matter what, you don't have to use them
on camera. Instead, you can summarize their views
in simple language and in less time. Remember that
people are experts about their own lives, so let them
speak about what they know. In stories about
children's health, let the viewer hear from children.
But be careful to verify all information. Dentzer has
found that people are often confused about their
specific medical condition, so she asked for
permission to confirm information with their doctors
and to see supporting documents.

VISUALS

Shoot active interviews.
Talk to people while they are doing something
connected to the story, and shoot b-roll at the same

Deborah Potter is executive director of Newslab (www.newslab.org), an online resource center for television
and radio newsrooms, focused on improving journalism. Among other services, NewsLab helps local
newsrooms find better ways of telling stories that are difficult to convey on television and radio.
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time as the interview. If you're asking about
prescription drug costs, talk while the person sorts
through their medications; if you're discussing
insurance coverage, talk while looking at their
hospital bill. Before setting up an interview with an
expert, explain your need for video but be clear that
you are not asking for anything to be arranged for
your convenience. Sometimes experts are too willing
to stage activities that they think will be "good TV."
In addition, good communication between reporter
and photographer is essential to making sure you
have the sound bites you need. The extra effort
required will pay off in time saved both during the
shoot and in the editing room.

Avoid "wallpaper video.

Video should help viewers understand the story, and
generic or file tape does little to achieve that goal. In
fact, research suggests that when viewers see
familiar file tape, they conclude that there is nothing
new about the story they are watching and are likely
to tune it out. Shoot or obtain fresh and specific
video for each story, if at all possible, and write copy
that helps viewers understand what they're looking at
and why.

Ask for home video and still photos.

Home video and stills can help to put a human face
on a story and offer context for stories in which a
main character has undergone dramatic change. For
example, a story about hospital errors could use
home video to show how a patient appeared before
his or her hospitalization.

Be careful with video news releases.

VNRSs can provide you with video you couldn't get
any other way. Sometimes the pictures are worth
using, but you should ask a few questions first.
Would this even be a story if you didn't have the
video? Were you working on it already or did it just
land on your desk? Whose agenda would you be
promoting if you used the video? If you do use it,
identify the source of the video, ideally both in track
and in a chyron that stays up for the duration. Be
extremely cautious about using sound from anyone
other than a clearly identified official. How can you
be sure that someone identified as a patient really is?

Look for other video sources.

JAMA, The Journal of the American Medical
Association, offers a weekly satellite feed related to
its top story. If you can't downlink the feed, they will

APPENDIX C

send out b-roll. Many big medical groups, like the
American Heart Association, also have sizeable tape
libraries. Researchers also shoot video that can be
used to illustrate results. Finally, consider using
historic footage, which can show how things used to
be, compared to the way they are today.

GRAPHICS

Consider using animated graphics.

Animation can help clarify how a complex process
works. Research shows that viewers pay attention to
animations and are more likely to understand a
difficult story that uses animation than one using
static, full-screen graphics. Consultant Tom Dolan
concludes from watching focus groups that "they
will not zap your channel” when animations are in
use.

Construct graphics that show rather than tell.
Graphics that show how things relate to each other
work better than plain words and numbers. If one
hospital charges twice as much as another for the
same procedure, you might use a bar graph to clearly
show the relationship between the two. If a senior
citizen spends close to half her income on
prescription drugs, you could use a pill-shaped pie
chart to illustrate the ratio.

Bring document-heavy stories to life.

Use specific techniques to enliven the actual
documents themselves, instead of creating a stand-
alone graphic. Former television investigative
reporter Valeri Williams says that while it's easier for
graphic artists to recreate the information in a
document, she insists on showing the actual
document for two reasons. "It adds legitimacy in the
eyes of the viewer, and it's one more layer of
protection if I end up in court." Use a highlighter or
selective lighting to make the important words jump
off the page. When shuffling papers, capture the
natural sound and use it. Or have someone directly
involved in the story read the document, like a denial
of benefits letter.

STORYTELLING

Use analogy or metaphor.

Look for a way to explain the issue by comparing it
to something else people might already have
experienced. Ask the people who know the issue best
to help you find an analogy or metaphor. What else
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is this problem like? Could you compare an
insurance company's decision to drop coverage for
certain people to a game of "knock-out™" basketball?
Finding an analogy can lead you to pictures that will
illustrate the story.

Use ""show and tell" stand-ups.

A visual analogy performed by a reporter can help
explain complicated issues. Consider using props
that can turn a concept into something concrete. A
managed care system that rejects patients based on
pre-existing conditions could be illustrated using a
coin-sorting machine.

Vary your format.

Not all health stories need to be packages. Consider
on-set explainers or natural sound stories to share an
experience or situation with the viewer.

Use the Web

Time constraints often limit the amount of detail
broadcast stories can include, but the Web has
unlimited space where you can post additional
information. Put databases, survey results and other
statistics on your Internet site and make them
searchable, so people can easily find and compare
costs and services.

PLANNING

Work ahead.

It takes time and effort to arrange a shoot in a
hospital, doctor's office, or other locations where
patient privacy is an issue. Jaine Andrews, managing
editor and former health reporter at KELO-TV in
Sioux Falls, SD, says she began planning a series on
heart attacks three months in advance of the target
airdate. This gave her time to meet with the hospital's
marketing department, cardiac physicians, and ER
staff, setting ground rules for the shoot.

Share your plan.

Involve photojournalists and producers early on in
discussions about what the story will show and why
it matters. Let the people you will be featuring know
what you're doing as well. Jaine Andrews posted
notices throughout the hospital explaining why
cameras were present and stating that anyone could
request that they not be included in the video.

COVERING HEALTH ISSUES, 5TH EDITION

SELLING

Explain the significance.

Managers who are used to thinking of health stories
as reports on medical breakthroughs need to know
why a policy issue deserves airtime. Make a good
pitch to get these stories on. Point out that stories
about health care costs and coverage are of almost
universal interest, unlike "disease-of-the-day"
reports. They also affect people's pocketbooks. And
because you will be presenting the story in an
interesting way, it won't fit anyone's preconceived
notion of a dull policy story.

Find the local angle.

Health policy stories affect people in your
community. If you look, you can find local groups
that are actively involved in just about every aspect
of health policy.

Highlight viewer interest.

Collect and use survey results that make clear how
much viewers care about health care costs and
coverage. A NewsLab survey of self-described light
TV viewers asked what kinds of stories might make
them watch more often. Health reports ranked just
behind education as the topic of greatest interest, but
respondents defined the health beat more broadly
than many stations do. They wanted to know about
good and bad doctors, health insurance and nursing
homes, not just about the latest diet tip or
experimental treatment.

Point to ratings successes.

Valeri Williams, the former investigative reporter
who has probed many medical issues, says these
stories can pay tremendous dividends in ratings. "I
would challenge any news director in second or third
place [in the ratings] to let a reporter work on a
health investigation for a few weeks and see what
difference those nights, properly promoted, make in
the book." Williams has investigated government
oversight of vaccines and the performance record of
HMOs, topics that drew thousands of e-mails and
phone calls from viewers.

STORY EXAMPLES

(Please note: We apologize in advance if any links
shown are inactive by the time you try to watch the
stories.)
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Online NewsHour

A three part online video series, Betty Ann Bowser
reports on the health care challenges facing the new
Congress and Obama administration. She focuses on
three topics with reports entitled: "Small businesses
struggle to  provide health insurance,"
"Massachusetts faces primary care shortage,” and
"Insured patients struggle with health care costs."

http://www.pbs.org/newshour/video/module.html?m
0d=1&pkg=healthcare&seg=1

Health care costs

WCCO-TV's Terri Gruca compared Minnesota
hospital charges for common procedures and found a
wide disparity. Her story featured one patient who is
also a doctor, plus detailed online charts to let
viewers compare for themselves.

http://wcco.com/iteam/2.347043.html

Critical Condition, an hour-long special reported by
Hagit Limor of WCPO-TV in Cincinnati, examined
why doctors are leaving the city in record numbers.
A strong local focus made the program matter to
local viewers.

http://www.wcpo.com/content/news/localshows/itea
m/default.aspx

Health insurance

Minnesota Public Radio produced a series of stories
under the heading "Prescription for Change,"
exploring consumer-driven health plans. The reports
helped listeners understand the issues by presenting
them through the eyes and experiences of real
people.

http://news.minnesota.publicradio.org/projects/2006
/01/healthcare/

UNC public television in North Carolina aired a
report on the state's SCHIP program that provides
insurance coverage for children. Strong characters
give the issues more impact.

www.jomc.unc.edu/medicaljournalism/uninsured.
ram

APPENDIX C

This CBS Evening News feature on the cost of health
insurance by Wyatt Andrews used animated graphics
to make statistics come alive.

www.chsnews.com/stories/2002/08/14/eveningnews
/main518749.shtml

Prescription drug costs

Reported by Susan Dentzer for PBS, this story
featured strong central characters and expert analysis
of their specific situations.

http://www.pbs.org/newshour/bb/health/jan-
june02/rxdiscounts_6-3.html

Mental health

This story, occasioned by a recent crime, provides a
rare look inside a maximum-security mental hospital
in Texas. Reporter Mark Johnson of KTVT-TV was
careful to use video that does not reveal identities,
but still manages to convey a sense of what the
experience is really like.

http://cbs11tv.com/video/?id=7710@ktvt.dayport.co
m&cid=30 (Search "mental hospital." Story aired
February 27, 2006.)

Bird flu

ABC News produced a series of reports on bird flu
called "Fears, Facts & Fiction." One, by reporter Jim
Avila, used computer animation to demonstrate how
a mutated form of bird flu might be spread from
human to human.

http://abcnews.go.com/search?searchtext=avian%?20
flu&type=
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Glossary

ACRONYMS

The following list is a guide to some of the more common acronyms and abbreviations for health care agen-
cies, terms and programs. A number of these acronyms and abbreviations are defined in the glossary.

ACF - Administration for Children and Families

ADL - Activities of Daily Living

AHRQ - Agency for Healthcare Research and Quality

ALF - Assisted Living Facility

ALS - Amyotrophic Lateral Sclerosis (Lou Gehrig's Disease)

ASO - Administrative Services Only Agreement

CAH - Critical Access Hospital

CBO - Congressional Budget Office

CCRC - Continuing Care Retirement Community

CDC - Centers for Disease Control and Prevention

CHC - Community Health Center

CHIP - Children's Health Insurance Program (formerly State Children's Health Insurance Program)
CMS - Centers for Medicare and Medicaid Services

COBRA - Consolidated Omnibus Budget Reconciliation Act of 1985
CPI - Consumer Price Index

CRS - Congressional Research Service

DME - Durable Medical Equipment; Direct Medical Education Payment
DRA - Deficit Reduction Act of 2005

DRG - Diagnosis-Related Group

DSH - Disproportionate Share Hospital Adjustment

EOL - End-of-life

EPSDT - Early and Periodic Screening, Diagnostic and Treatment Services
ERISA - Employee Retirement Income Security Act

ESI - Employer -Sponsored Insurance

ESRD - End-Stage Renal Disease

FDA - Food and Drug Administration
FEHBP - Federal Employees Health Benefits Program

FFS - Fee-for-Service

FMAP - Federal Medical Assistance Percentage

FPL - Federal Poverty Level or Line

FQHC - Federally Qualified Health Center
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FSA - Flexible spending account/arrangement

FY - Fiscal Year

GAO - Government Accountability Office

GME - Graduate Medical Education Payment

HCBS - Home and Community-Based Services

HCFA - Health Care Financing Administration

HCTC - Health Coverage Tax Credits

HEDIS - Health Plan Employer Data and Information Set
HHA - Home Health Agency

HHS - Department of Health and Human Services

HI -Hospital Insurance Trust Fund

HIFA - Health Insurance Flexibility and Accountability Demonstration Initiative
HIPAA - Health Insurance Portability and Accountability Act
HMO - Health Maintenance Organization

HOA - Health Opportunity Account

HPSA - Health Professional Shortage Area

HRA - Health Reimbursement Arrangement/Account

HRSA - Health Resources and Services Administration

HSA - Health Savings Account

IADL - Instrumental Activities of Daily Living

ICF/MR - Intermediate Care Facility for the Mentally Retarded
IGT - Intergovernmental Transfer

IHS - Indian Health Service

IME - Indirect Medical Education Adjustment

IPA - Independent Practice Association

JCAHO - Joint Commission on Accreditation of Healthcare Organizations
LTC - Long-Term Care

MA-PD - Medicare Advantage Prescription Drug

MCH - Maternal and Child Health

MCO - Managed Care Organization

MedPAC - Medicare Payment Advisory Commission

MEWA - Multiple Employer Welfare Association

MHPA - Mental Health Parity Act

MMA - Medicare Prescription Drug, Improvement and Modernization Act of 2003

MRDD - Mental Retardation and/or Developmental Disability
MSA - Medical Savings Account
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MSP - Medicare Savings Program

NCQA - National Committee for Quality Assurance
NDEP - National Diabetes Education Program

NIH - National Institutes of Health

NP/RNP - Nurse Practitioner (Registered)

COVERING HEALTH ISSUES, 5TH EDITION

ONC - Office of the National Coordinator for Health Information Technology

OMB - Office of Management and Budget

P4P - Pay for Performance

PACE - Program of All-Inclusive Care for the Elderly
PBM - Pharmacy Benefit Manager

PCCM/PCI/PCC - Primary Care Case Management, Initiative, or Clinician

PDP - Prescription Drug Program

PHS - U.S. Public Health Service

POS - Point-of-Service Plan

PPO - Preferred Provider Organization
PPS - Prospective Payment System

PSO - Patient Safety Organization
QALY - Quality-Adjusted Life Years
QIO - Quality Improvement Organization
QMB - Qualified Medicare Beneficiary
QOL - Quality of life

RBRVS - Resource-Based Relative Value Scale
RRB - Railroad Retirement Board

RVS - Relative Value Scale

SAMHSA - Substance Abuse and Mental Health Services Administration

SBHP - Small Business Health Plan

SCHIP - State Children's Health Insurance Program (now CHIP-Children's Health Insurance Program)

SGR - Sustainable Growth Rate
SHIP - State Health Insurance Assistance Program
SLMB - Specified Low-Income Medicare Beneficiary

SMI - Supplementary Medical Insurance

SNF - Skilled Nursing Facility SSA - Social Security Administration

SSDI - Social Security Disability Income

SSI - Supplemental Security Income

STAR*D - Sequenced Treatment Alternatives to Relieve Depression

TANF - Temporary Assistance for Needy Families

GLOSSARY
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TMA - Transitional Medical Assistance
TPA - Third Party Administrator
UPL - Upper Payment Limit

UR - Utilization Review

GLOSSARY TERMS

ACTIVITIES OF DAILY LIVING (ADL) - An index or scale which measures a patient's degree of inde-
pendence in bathing, dressing, using the toilet, eating and transferring (moving from a bed to a chair, for
example). Used to determine need for long-term care and eligibility for payments for care by insurers.

ACUTE CARE - Medical services provided to treat an illness or injury, usually for a short time. Contrast
with Chronic Care.

ADMINISTRATIVE SERVICES ONLY (ASO) AGREEMENT - A contract typically between an insur-
ance company and a self-funded plan or group of providers in which the insurance or management company
performs only administrative services (billing, plan design, claim processing, marketing, for example) and
does not assume any risk. Also see Self-Insurance.

ADVANCEABLE TAX CREDIT - A subsidy to help pay for health insurance that is available when the
insurance premium is due, without having to wait until a year-end tax return is filed. Also see Tax Credit.

ADVERSE SELECTION - When a disproportionately high number of individuals in poorer than average
health enroll in a health plan.

AMBULATORY CARE - Medical service provided on an outpatient basis (no overnight hospital stay, see
glossary). Services may include diagnosis, treatment, surgery and rehabilitation.

AMYOTROPHIC LATERAL SCLEROSIS (ALS) - See Lou Gehrig's Disease

ANCILLARY CHARGE - The fee associated with additional services performed before, or secondary to, a
significant procedure such as surgery. Ancillary charges are for services such as lab work, X-ray or anesthe-
sia. Also, an additional patient charge above the copayment and deductible amount which the covered person
is required to pay by the insurer.

ANY WILLING PROVIDER - A requirement - typically a state law - that a managed care organization
must accept any properly licensed provider willing to meet the terms of a plan's contract, whether the organi-
zation wants or needs that provider. Often described by managed care groups as "anti-managed care" legisla-
tion.

APPEAL - A request for review of a denial of coverage of a particular medical service or inadequate pay-
ment for services already received. Medicare beneficiaries have the right to appeal in either of these circum-
stances, whether they are enrolled in traditional Medicare or in a Medicare health maintenance organization.
Also see Grievance.

ASSISTED LIVING FACILITY (ALF) - A group residence offering 24-hour assistance to those who may
need some help with activities of daily living (see glossary), but who do not need the level of medical and
nursing care offered by skilled nursing facilities (see glossary).

ASSOCIATION HEALTH PLAN (AHP) - Health insurance arrangement sponsored by business coalitions
and trade and professional associations. AHPs operate under states' insurance laws and regulations. Recent
legislative proposals would regulate AHPs primarily under federal law. Also see Small Business Health Plan.

BALANCE BILLING - A provider's bill to a covered person for charges above the amount paid by the
health plan or insurer.
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BEHAVIORAL HEALTH SERVICES - Medical services encompassing mental health care and substance
abuse treatment.

BIOSURVEILLANCE - Automated monitoring of health data sources of potential value in identifying
trends that may indicate an emerging epidemic, whether naturally occurring or the result of bioterrorism.

BLOCK GRANT - A lump sum of money given to a state or local government to be spent for certain pur-
poses. Normally, it is based on a formula, the objectives are broadly defined and the grant's source places rel-
atively few limits on the money's use.

BUNDLING - The use of a single comprehensive charge for a group of related health services. Contrast
with Unbundling.

C

CAFETERIA PLAN (Section 125 Plan) - A cafeteria plan provides participants an opportunity to receive
certain benefits on a pretax basis. It is a separate written plan maintained by an employer for employees that
meets the specific requirements of, and regulations of, Section 125 of the Internal Revenue Code.

CAP - See Out-of-Pocket Cap

CAPITATION - Method of payment for health services in which a health care provider is paid a fixed
amount for each person on the provider's patient roster, regardless of the actual number or nature of services
provided to each person.

CARRIER - An entity which may underwrite or administer a range of health benefit programs. May refer to
an insurer or a managed health plan.

CARVE-OUTS - A payer strategy in which an HMO or insurance company isolates (“carves out™) a benefit
and hires another organization to provide this service. Common carve-outs include behavioral health and pre-
scription drugs. The technique is intended to allow the insurer to better control its costs.

CASE MANAGEMENT - A process where a health plan identifies covered persons with specific health
care needs, then devises and carries out for them a plan to achieve the best patient outcome in the most cost-
effective manner.

CASE MIX - The mix of patients treated within a particular institutional setting such as a hospital or under a
particular health plan. Case mix may be measured by the severity of patients' illnesses or the prospective use
of care resources.

CASE MIX ADJUSTMENT - Change in payment to a health plan or provider to avoid overpaying or
underpaying where health status or likely use of services varies from average.

CASH AND COUNSELING - A Medicaid long-term care waiver demonstration program that allows cer-
tain Medicaid beneficiaries to purchase their own personal care and related services. Medicaid provides a
monthly allowance, the amount of which is determined after assessing the beneficiary's need for community-
based long-term care services. Since 2007, states can implement similar capped programs covering costs of
self-directed personal care services without a waiver. For more information, see Chapter 9, Long-Term Care.

CATASTROPHIC HEALTH INSURANCE - Health insurance which provides protection against the high
cost of treating severe or lengthy illnesses. Such policies cover all or most of medical expenses above a rela- CLOSSARY
tively high specified amount.

CATASTROPHIC ILLNESS - A very serious and costly condition that could be life threatening or cause
life-long disability and which often involves severe financial hardship.
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CATEGORICAL ELIGIBILITY - Medicaid's eligibility pathway for individuals who can be covered. The
program's 25+ categories can be organized into five broad groups - children, pregnant women, adults in fam-
ilies with dependent children, individuals with disabilities and the elderly. Certain individuals, notably single
adults without children, cannot qualify for Medicaid, even if their incomes are low enough to meet financial

eligibility standards. For more information, see Chapter 8, Medicaid.

CENTERS OF EXCELLENCE - Health care facilities selected to deliver specific services, often exclu-
sively, based on criteria such as experience, outcomes, efficiency and effectiveness.

CERTIFICATE OF NEED - The requirement that a health care institution obtain permission from an over-
sight agency before making major changes to its facilities or facility-based services.

CHERRY PICKING - The practice of insurance companies taking only those businesses or individuals that
are good health risks, and avoiding businesses or people that have higher health risks. Also called skimming.

CHILDREN'S HEALTH INSURANCE PROGRAM (CHIP) - A program enacted by Congress in 1997
that provides federal matching funds for states to spend on health coverage for uninsured kids. The program
is designed to reach uninsured children whose families earn too much money to qualify for Medicaid but are
too poor to afford private coverage. Congress initially authorized CHIP for a 10-year period that expired at
the end of September 2007. CHIP was reauthorized and enlarged early in 2009. The bill, signed on February
4, 2009, increases CHIP funding by about $32 billion through 2013 to cover an additional 4 million children.
For more information, see Chapter 6, Children's Coverage.

CHRONIC CARE - Medical services provided to those with chronic conditions. Contrast with Acute Care.

CHRONIC CONDITION - A condition that is not expected to improve, that lasts a year or longer or recurs,
and may result in long-term care needs. Chronic illnesses include Alzheimer's disease, arthritis, diabetes,
epilepsy and some mental illnesses.

CLAWBACK - Popular term for "phased-down state contribution” that describes how the federal govern-
ment is recovering (or "clawing" back, from the states' perspective) money spent on Medicare-covered drugs
for persons dually eligible for Medicare and Medicaid. Since January 2006, states have made monthly pay-
ments to the federal Medicare program, reflecting the amount of money they spent on prescription drugs for
Medicaid-eligible seniors (known as dual eligibles, see glossary) before the enactment of Medicare Part D.
Payments were set at 90% of costs in FY 2006, decreasing to 75% by FY 2015.

CLOSED PANEL/CLOSED ACCESS - A term that describes health plans in which enrollees are permitted
to receive non-emergency services only through specified providers. Group- and staff-model HMOs (see
glossary) are examples of closed panel plans.

COINSURANCE - A portion of the bill for a medical service, that is not covered by the patient's health
insurance policy and therefore must be paid out of pocket by the patient. Coinsurance refers to a percentage,
e.g., 10 percent of the total charge up to a specified maximum. Contrast with copayment, which is stated as a
flat amount, e.g., $5 per office visit.

COMMUNITY HEALTH CENTER (CHC) - Organization providing comprehensive primary care to med-
ically underserved populations, regardless of their ability to pay. These public and non-profit entities receive
federal funding under Section 330 of the Public Health Service Act, as amended.

COMMUNITY RATING - A method for setting premiums at the same price for everyone, based on the
average cost of providing health services to all. The premium is not adjusted for the individual beneficiary's
medical history or likelihood of using medical services. Contrast with Experience Rating.

COMPARATIVE EFFECTIVENESS - Research that compares clinical

outcomes, or the "clinical effectiveness,” of alternative therapies for the same condition. Many analysts
believe that comparative effectiveness research evidence can lead to better health care decisions and thus to
improved quality of care, improved efficiency, and ultimately, to the potential for cost savings throughout the
health system.
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CO-MORBIDITIES - Medical conditions that exist at the same time as the primary condition in the same
patient (e.g., hypertension is a co-morbidity of many conditions such as heart disease, end-stage renal disease
and diabetes).

CONNECTOR - see health insurance exchange

CONSOLIDATED OMNIBUS BUDGET RECONCILIATION ACT OF 1985 (COBRA) - This law
includes one part which entitles former employees of companies with 20 or more workers to continue to
receive coverage under the group plan for up to 18 months after leaving, if they pay the full cost of the cov-
erage. For more information, see www.dol.gov/ebsa/newsroom/fscobra.html.

CONSUMER-DIRECTED OR CONSUMER-DRIVEN HEALTH PLAN - Includes plans that are cou-
pled with health spending accounts into which employers or individuals contribute pre-tax dollars to be used
for health care purchases. These mechanisms aim to change employees from receivers of health care into
purchasers by having them participate more fully in health care and cost decisions. Also see Health
Reimbursement Arrangement and Health Savings Account.

CONSUMER PRICE INDEX (CPI) - A statistical measure of the annual change in cost to workers of pur-
chasing a market basket of goods and services. It is expressed as a percentage of the cost of these goods and
services during a base period. CPI is also known as retail price index or cost-of-living index.

CONTINUING CARE RETIREMENT COMMUNITY (CCRC) - Housing community designed to pro-
vide different levels of long-term care under contract. Services usually include home help, support in an
assisted living facility and care in a nursing home.

CONVERSION PRIVILEGE - Right given to an insured person under a group insurance contract to
change coverage, without evidence of medical insurability, to an individual policy upon termination of the
group coverage. Conversion privileges are guaranteed to many workers under the Consolidated Omnibus
Budget Reconciliation Act of 1985 (see glossary), and to others under the Health Insurance Portability and
Accountability Act of 1996 (see glossary).

COPAYMENT - See Coinsurance

COST SHARING - Any out-of-pocket payment the patient makes for a portion of the costs of covered serv-
ices. Deductibles, coinsurance, copayments and balance bills are types of cost sharing.

COST SHIFTING - The practice by which a seller of a health service, such as a hospital, increases charges
for some payers to offset losses due to uncompensated or indigent care or lower payments from other payers.

CRITICAL ACCESS HOSPITAL (CAH) - Limited-service hospital located in rural areas and meeting cer-
tain size, location and other requirements. CAHs are subject to less rigorous staffing standards and receive
reimbursement from Medicare based on their actual costs, rather than by the more common (and less favor-
able) payment tied to average costs for treating a particular diagnosis.

CROSS-SUBSIDY - The concept of certain purchasers paying more for medical services than they other-
wise would so that others can pay less (or nothing at all), or another activity can be funded. In the U.S.
health system, this mechanism has been used to pay for medical services for the poor and uninsured, medical
education and research.

CROWD-OUT - A phenomenon whereby public programs or expansions of public programs designed to
extend coverage to the uninsured encourage some employers to drop health coverage, urging their employees GLOSSARY
instead to take advantage of the expanded public subsidy.

CUSTODIAL CARE - Long-term care services which do not seek to cure, provided during periods when
the medical condition of the patient is not changing or does not require continued delivery by medical per-
sonnel.
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D

DEDUCTIBLE - A fixed amount, usually expressed in dollars in the form of an annual fee, that the benefi-
ciary of a health insurance plan must pay directly to the health care provider before a health insurance plan
begins to pay for any costs associated with the insured medical service.

DEFENSIVE MEDICINE - The practice of health care providers ordering tests that may not be necessary
to over-protect themselves from potential malpractice lawsuits. Said to be a major cause of high health care
costs.

DEFICIT REDUCTION ACT OF 2005 (DRA) - The DRA made significant changes to the Medicaid pro-
gram - for example, allowing states to increase premiums and cost-sharing for families and to base benefits
on private plans. The law also tightened long-term care asset transfers and capped home equity at $500,000.
A DRA provision effective July 1, 2006, requires Medicaid beneficiaries to show proof of citizenship upon
applying for or renewing their benefits. For more information, see www.kff.org/medicaid/7465.cfm.

DEFINED BENEFIT - A health insurance model used by an employer or government program where speci-
fied health services covered under the plan are standardized and guaranteed. The cost of providing the stan-
dard benefits may fluctuate. One example of a defined benefit plan is Medicare. Contrast with Defined
Contribution.

DEFINED CONTRIBUTION - A health benefit model used by employers or government programs where

health services covered may fluctuate based on choice of plan, but the employer or government contributes a
set amount (percentage or dollar amount) towards the purchase of the selected health plan. A defined contri-

bution plan limits the financial liability of employers or the government, because the contribution is defined,
or fixed. Contrast with Defined Benefit.

DIAGNOSIS-RELATED GROUP (DRG) - A way of determining payments to hospitals, used under
Medicare's prospective payment system (PPS) and by some other public and private payers. The DRG sys-
tem classifies patients into groups based on the principal diagnosis, treatments and other relevant criteria.
Hospitals are paid the same for each case classified in the same DRG, regardless of the actual cost of treat-
ment.

DIRECT CONTRACTING - A method for providing health services to covered employees and their fami-
lies, by group providers who contract directly with an employer, thereby cutting out "the middleman™ or
insurance carrier.

DIRECT GRADUATE MEDICAL EDUCATION PAYMENT - Medicare payment to approved teaching
hospitals to help cover the direct costs of training residents to become board-eligible in their field. Hospitals
receive full payments to help cover resident salaries, fringe benefits and compensation for attending physi-
cians, for residents in their initial residency period (the minimum number of years required to qualify for
board certification in that specialty for 5 years) and half payments for residents who have completed their
initial training and are sub-specializing. Direct GME payments vary significantly among hospitals and
depend on the number of residents at the hospital, the hospital specific per resident amount and the size of
the hospital's inpatient Medicare population. For more information, see www.cogme.gov. Also see glossary
terms, Graduate Medical Education Payment and Indirect Medical Education Adjustment.

DIRECT-TO-CONSUMER (DTC) ADVERTISING - The use of mass media (television, newspapers,
magazines, etc.) and other forms of reaching the general public. DTC advertising is often used by the phar-
maceutical industry to promote their products. These advertisements must meet certain standards under fed-
eral regulations.

DISPROPORTIONATE SHARE HOSPITAL (DSH) ADJUSTMENT - An increased payment under
Medicare's prospective payment system or under Medicaid for hospitals that serve a relatively large number
of low-income uninsured patients.
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DOUGHNUT HOLE - Coverage gap in Medicare Part D prescription drug coverage. Medicare pays 75 per-
cent of the beneficiary's yearly drug expenses up to $2,405, after which there is a gap in coverage - the
doughnut hole. The coverage resumes when total prescription drug expenses reach $5,916.25 (in 2009), after
which Medicare pays for 95 percent of the beneficiary's prescription drug costs through the end of the year
(See Chapter 7 on Medicare for details).

DRUG REIMPORTATION - See Reimportation

DUAL ELIGIBLE - A Medicare beneficiary who also receives either a full range of Medicaid benefits
offered in his or her state, or help with Medicare out-of-pocket expenses. For more information, see
www.cms.hhs.gov/DualEligible. Also see Qualified Medicare Beneficiary and Specified Low-Income
Medicare Beneficiary in glossary.

DURABLE MEDICAL EQUIPMENT (DME) - Medical devices such as wheelchairs, oxygen tanks and
apnea monitors.

EARLY AND PERIODIC SCREENING, DIAGNOSTIC AND TREATMENT SERVICES (EPSDT) -
Comprehensive services states are required to provide to Medicaid-enrolled children who need them, includ-
ing extensive services for children with disabilities. The Deficit Reduction Act allows states to restructure
children's benefits to provide a narrower array of services for healthy children; however, states must continue
to provide wrap-around EPSDT benefits. For more information, see
www.cms.hhs.gov/MedicaidEarlyPeriodicScrn.

ELECTRONIC MEDICAL RECORD/ELECTRONIC HEALTH RECORD - A computer-based record
containing health care information. EMRs may include clinical, demographic and/or administrative data.
Also known as a computerized patient record.

EMPLOYEE RETIREMENT INCOME SECURITY ACT (ERISA) - Enacted in 1974, ERISA was pri-
marily designed to secure workers' pension rights. The law established federal reporting and disclosure
requirements for most private employee health plans. Under ERISA, companies that pay for their workers'
health benefits directly (e.g. by self-insuring and assuming all or most financial risk) are exempt from state
insurance regulations and taxes. ERISA also limits workers' ability to sue their insurer. For more information,
see www.dol.gov/dol/topic/health-plans/erisa.htm.

EMPLOYER CONTRIBUTION REQUIREMENT OR "EMPLOYER MANDATE" - A requirement
that employers either provide health care benefits to their workers or pay a fee that contributes to the cost of
covering their workers under a public (state) plan. Such proposals are also called "pay or play."

EMPLOYER MANDATE - A state or federal mandate that requires specified employers to provide health
insurance benefits to their employees. A related alternative approach is to require employers to either "play"
by providing health benefits to their employees or "pay" to the state or federal government so that these enti-
ties can pay for benefits. EMPLOYER-SPONSORED INSURANCE (ESI) - A voluntary system in which
employers choose to provide health insurance for employees.

END-STAGE RENAL DISEASE (ESRD) - Kidney disease that is severe enough to require lifetime dialy-
sis or a kidney transplant. People of all ages who have ESRD are eligible for Medicare. .
GLOSSARY

ENTERPRISE LIABILITY - Proposal to hold hospitals or health maintenance organizations liable for neg-
ligent harm in medical malpractice cases, rather than holding individual physicians liable.

EVIDENCE-BASED MEDICINE - The use of current best clinical evidence in making decisions about the
care of individual patients, often with the assistance of information technology. Patient preferences are con-
sidered along with clinical expertise.
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EXPERIENCE RATING - Process of determining insurance premiums for a group that is based wholly or
partially on that particular group's past use of services and expenses incurred. Contrast with Community
Rating.

F

FAMILY CAREGIVER - Spouses, daughters and daughters-in-law, sons and other relatives and friends
who volunteer to help with personal care, medication management and a range of household and financial
matters. Sometimes referred to as “informal caregivers," they provide long-term care worth an estimated $77
billion each year.

FEDERAL EMPLOYEES HEALTH BENEFITS PROGRAM (FEHBP) - Health care plans offered to
federal civilian employees who can annually choose among a number of approved, community-rated private
health insurance plans. The federal government pays a major portion of the cost of the coverage. For more
information, including eligibility requirements and premiums for each health plan -- in total and amounts
paid on the employee's behalf -- go to www.opm.gov/Insure/health/index.asp.

FEDERAL MEDICAL ASSISTANCE PERCENTAGE (FMAP) - Percentage used to determine the
amount of federal matching funds for state Medicaid expenditures. By law, FMAP cannot be less than 50
percent or exceed 80 percent. Slightly higher Enhanced Federal Medical Assistance Percentages are used to
determine matching payments for CHIP (see glossary). These payments cannot exceed 85 percent of the
state's CHIP expenditures. For more information, see http://aspe.hhs.gov/health/fmap07.htm.

FEDERAL POVERTY GUIDELINES - Income amounts set each February by the U.S. Department of
Health and Human Services used to determine an individual's or family's eligibility for various public pro-
grams, including Medicaid and the State Children's Health Insurance Program. Sometimes called Federal
Poverty Level/Line (FPL). (The poverty guidelines are different from the U.S. Census Bureau's "poverty
thresholds," which are used for Census statistical purposes.) For the 2009 poverty guidelines, see
http://aspe.hhs.gov/poverty/09poverty.shtml.

FEDERALLY QUALIFIED HEALTH CENTER (FQHC) - Facilities that have been approved by the
government for a program to provide low cost health care. They include community health centers, tribal
health clinics, migrant health centers, rural health centers and health centers for the homeless.

FEE-FOR-SERVICE (FFS) - A method of paying health care providers a fee for each medical service ren-
dered, rather than paying them salaries or capitated payments.

FIRST-DOLLAR COVERAGE - Insurance plans that provide benefits without first requiring payment of a
deductible.

FIRST RESPONDERS - Firefighters, police officers, ambulance crews, doctors and other local emergency
officials who are the first to respond to an emergency situation.

FISCAL INTERMEDIARY - A private contractor that pays hospital bills on behalf of Medicare.

FISCAL YEAR (FY) - The 12-month period used for calculating annual fiscal spending, which parallels the
federal government's annual budget cycle. The U.S. government fiscal year runs from October 1 of the previ-
ous year to September 30 of the calendar year for which the fiscal year is numbered. States' fiscal years do
not always correspond to the federal fiscal year.

FLEXIBLE SPENDING ACCOUNT/ARRANGEMENT (FSA) - An employee benefit program that
enables the employee to set aside pre-tax money to be used for certain health care and dependent care
expenses.
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FORMULARY - A list of selected pharmaceuticals and their appropriate dosages created by health insur-
ance plans, which are usually intended to include a broad array of prescription drugs that are also cost-effec-
tive for patient care. Physicians are often required or urged to prescribe from the formulary developed by the
insurance plans, pharmacy benefit managers or health maintenance organizations with which they are affiliat-
ed.

G

GATEKEEPER/CARE MANAGER - A healthcare professional, usually a primary care physician, who
coordinates, manages, and authorizes all health services provided to a person covered by a health plan.
Unless an emergency exists, the gatekeeper generally must pre-authorize referrals to specialists, hospitaliza-
tions and lab and radiology tests.

GRADUATE MEDICAL EDUCATION (GME) PAYMENT - Medicare payment to approved teaching
hospitals to cover the costs of training residents. The GME payment comprises both the direct GME payment
(see glossary), which pays for the direct costs of training residents, and the Indirect Medical Education
Adjustment (IME, see glossary), which pays for the increased operating costs of a teaching hospital.
Although IME and direct GME refer to Medicare payments, Medicaid is also a major funder of graduate
medical education. For more information about GME, see www.cogme.gov.

GREEN HOUSE® - Small communities of elders and staff set in a home-like environment that function as
long-term care facilities. The centers provide the assistance and support necessary for each patient, but focus
on social living, rather than on medical care.

GRIEVANCE - A complaint filed because of dissatisfaction with the quality of care or customer service of a
health plan. Medicare fee-for-service, Medicare health maintenance organizations (see glossary) and
Medicare Part D prescription drug plans, as well as Medicaid and most other health plans, have formal pro-
cedures for handling and responding to grievances. If a Medicare beneficiary files a grievance against a hos-
pital, a Quality Improvement Organization (see glossary) will review the case and guarantee the patient's
stay, possibly free-of-charge, until the review has been completed. Also see Appeal.

GROUP INSURANCE - Health insurance offered through business, union trusts or other groups and associ-
ations. The policy holder is generally the employer or other entity. This system of health insurance is the
most common in the United States.

GROUP-MODEL HMO - A health maintenance organization (HMO) that contracts with a single multi-spe-
cialty medical group to provide care for HMO members. The HMO compensates the group for contracted
services at a negotiated rate, and that group is responsible for compensating its physicians and contracting
with hospitals for care of their patients. Also see HMO, staff-model HMO and network-model HMO.

GUARANTEE ISSUE - A requirement that health plans cannot reject coverage for an applicant based on
medical history. For example, under federal law, small employers that purchase health insurance cannot be
denied coverage for sick workers. However, plans can adjust premiums based on medical history or other
factors. Health plan policies that operate under a "guaranteed renewability" clause cannot be cancelled cover-
age due to a beneficiary's health status.

GUARANTEED RENEWABILITY - See Guarantee Issue -

H GLOSSARY

HEALTH COVERAGE TAX CREDITS - A refundable tax credit that is paid on a monthly basis, or on a
yearly basis when a person files their tax return, to help certain workers, retirees and their families pay for
health insurance premiums.
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