Universal Coverage and Public Health: New State Studies

Recent evaluations of the
California Health Service Plan
(CHSP) confirmed that financ-
ing health care through a
single government payer can
provide universal coverage—
while saving significantly on
health care spending—to a de-
gree unparalleled by alterna-
tive approaches. Public own-
ership of the delivery system
can further provide authority
and accountability for critical
reforms that improve the pop-
ulation’s health and quality of
care, including coordination of
the delivery system.

The federal government’s
State Planning Grant Program
provides states with funding
to develop plans to cover their
uninsured populations. Cali-
fornia created a Health Care
Options Project that requested
proposals that could expand
coverage and contracted with
a financial modeler and a qual-
itative analyst to evaluate the
resulting plans. The CHSP was
one of 9 plans evaluated
through this process. (Am J
Public  Health. 2003;93:
109-111)
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WITH HEALTH INSURANCE
premiums on the rise, the issues
of health care costs and the
uninsured are again appearing
on the policy agenda.* The
State Planning Grant program
(SPG) is providing an opportu-
nity for states to draw creatively
from their own experiences and
those of other countries, as well
as from public health princi-
ples,®™ in considering how to
control costs and expand cover-
age. The SPG program, adminis-
tered by the federal Health
Resources and Services Adminis-
tration (HRSA), has funded
1-year grants to 32 states to col-
lect and analyze data on the
characteristics of their uninsured
populations and to develop plans
to provide coverage for all resi-
dents that would be equivalent
to a benchmark program such as
the Federal Employees Health
Benefit Plan.

The California Health Service
Plan (CHSP), developed as part
of the California SPG program, is
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a case in point. Analysis showed
that even by conservative esti-
mates, the CHSP (which the au-
thor wrote) would achieve both
universal coverage and savings
over current spending. Delivery
system reforms intended to im-
prove the population’s health and
quality of care, such as expanded
primary care, would also reduce
costs. The plan shifts responsibil-
ity for cost control from users to
providers and does not impose
cost sharing such as copayments
or deductibles.

STATE PLANNING GRANTS

As of 2002, grants were
awarded to 32 states with a wide
diversity of experience, including
the percentages of employers of-
fering coverage; health spending;
demographics; and health care in
rural vs urban populations. In
2000, $13.6 million in grants
was awarded to 11 states:
Arkansas, Delaware, Illinois,
Towa, Kansas, Massachusetts,

Minnesota, New Hampshire, Ore-
gon, Vermont, and Wisconsin. In
2001, $10.1 million was
awarded to 9 states: Arizona,
California, Colorado, Connecti-
cut, Idaho, South Dakota, Texas,
Utah, and Washington.® An addi-
tional 12 states received grants in
2002.

The resulting state reports in-
clude valuable information on
access to health care and are
posted on-line at the HRSA Web
site.” Some information has been
long established but little known
by most Americans and many
policymakers. This includes the
significant savings achieved by
single-payer plans®® and the fact
that the uninsured are predomi-
nantly working people and their
families, not the unemployed.*
States generally recognized that
successful solutions would re-
quire federal involvement.
Among the newer findings were
those in Massachusetts, Oregon,
and Delaware that many unin-
sured people earn incomes well
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over the poverty line. Minnesota
and Oregon concluded that ex-
panding public insurance pro-
grams would not significantly
“crowd out” existing employer
coverage.

CALIFORNIA HEALTH
CARE OPTIONS PROJECT

California has one of the high-
est rates of uninsurance in the
nation—19% in the year
2000"—and a well-developed
research establishment based in
academia and nonprofit organi-
zations regularly documents the
problem. After California was se-
lected for the SPG program, the
state legislature created the
Health Care Options Project and
assigned responsibility to the
state Health and Human Ser-
vices Agency, which reports di-
rectly to the governor. As in
many states, the Health and
Human Services Agency di-
rected resources to the required
data collection. The agency took
2 additional steps. It issued a call
for proposals to develop plans
for universal or expanded cover-
age that would take into account
the state’s health care environ-
ment and demographics, and
from financial modelers to assess
the resulting plans. It further
organized symposia in northern,
southern, and central California,
as well as in the state capital, for
the public and legislators to in-
teract with the authors and mod-
elers of the plans during their
development and to learn about
the final results.

Nine proposals were selected
for development. Four incre-
mental proposals included ex-
pansion of the existing em-
ployer high-risk pool and State
Child Health Insurance pro-
grams and offering individual
and employer tax credits. Two
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Note. The graph reflects the 10-year phase-in of savings due to increased use of primary care.

plans sought to increase em-
ployers’ contributions. Three
proposal authors proposed
“single-payer” plans, in which
the state government would fi-
nance and pay for health ser-
vices. The Lewin Group was
chosen to model costs and cov-
erage of the proposals, and
AZA Consulting contracted to
evaluate qualitative compo-
nents, including access and cul-
tural competence.

Single Payer/State Delivery

FIGURE 1—Comparison of projected growth (in billions of dollars) in state health spending for covered
services under current trends and CHSP, 2003 to 2012.

CALIFORNIA HEALTH
SERVICE PLAN:
FINANCIAL SAVINGS,
UNIVERSAL COVERAGE

The CHSP proposed several
features that reflect the princi-
ples of the American Public
Health Association and that
build on the US Universal Health
Service Act (HR 3080), spon-
sored in Congress by Rep Bar-
bara Lee. In addition to public

funding through a single govern-
ment payer, it identifies improv-
ing the health of the population
as a central goal of health care
reform. Public financing would
automatically confer many bene-
fits, including administrative sav-
ings that can finance universal
coverage. However, explicit
changes are required to organize,
integrate, and improve the deliv-
ery system and to rebalance the
relationship between providers

TABLE 1—-Costs and Coverage Under Selected HCOP Plans in 2002: Incremental, Employer Choice,

Costs Shifted from Change in Total
No. Covered, Net Reduction in Private to Public Health Spending
Millions Uninsured, Millions Sector, $ Billions® in State, $ Billions
Incremental

PacAdvantage (risk pool) 0.1 0.1 0.2 0.1
[TUP (tax credits) 45 2.6 32 1.4
Employer choice: Healthy California 21.6 5.7 224 3.0
Single payer/state delivery (CHSP) 35.1 6.6 65.1 -1.5
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Note. HCOP =Health Care Options Project; ITUP=Insuring the Uninsured Project; CHSP = California Health Service Plan.
Source. Lewin Group estimates using the California version of the Health Benefits Simulation Model."?
*Includes the cost of the program less offsets to other governmental programs and any change in federal funds.
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and users of health care services.
Therefore, the CHSP calls for
public acquisition and ownership
of the delivery system to provide
public authority and accountabil-
ity for critical reforms. These in-
clude increasing and redistribut-
ing primary care providers,
financing multidisciplinary edu-
cation for health care workers,
and creating group practices in
which teams of providers collab-
orate to achieve improvements in
safety and quality. Clinicians
would be reimbursed by salary,
with both organizational and lim-
ited financial incentives permit-
ted for performance.

CHSP drew on state experi-
ences with failing private hospi-
tals in rural areas that converted
to public status as district hospi-
tals, and on lessons in financing
and reimbursement from Europe
and Canada. The state’s increas-
ing rate of hospitalizations that
could be prevented with ade-
quate ambulatory care, for condi-
tions such as asthma and pneu-
monia, further supported the
need for public health and deliv-
ery system reforms to control
costs and improve health.

The CHSP plan would save
$4.6 billion in the first year com-
pared with present total health
spending, and $45.3 billion in
2012, after full phase-in of pri-
mary care reforms (Figure 1).
This estimate also includes the
cost to the state of acquiring hos-
pitals and other components of
the delivery system.

Additionally, the financial
modelers compared all the
Health Care Options Project pro-
posals to estimate the number of
Californians who would be cov-
ered on complete implementa-
tion of the plan, the reduction in
the numbers of uninsured, and
changes in both public sector
costs and total annual health
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spending. Table 1 shows a selec-
tive sample of the proposals in
each category (including the low-
est and highest cost among the
incremental reforms). At best, al-
ternative approaches to single-
payer plans cover far fewer peo-
ple, and none reduce total health
spending.

The CHSP and the other 2
single-payer proposals varied fi-
nancing through either income
or payroll taxes and also varied
the degree of cost sharing im-
posed. Modeling of these differ-
ences showed that even assum-
ing increased utilization due to a
lack of cost sharing, single-payer
plans save significantly on total
health spending.

The model also showed that
households would save an aver-
age of $813 a year from the
CHSP, after accounting for effects
such as increased taxes, with vari-
ations by age and income. All
households earning less than
$100000 a year would save
money. Households earning
$30000 to $50000 a year
would save $1615, whereas those
with incomes over $150 000
would pay an additional $234 a
month, or about 1.8% of their in-
come, in return for comprehen-
sive benefits. Although expan-
sions of employer-based health
insurance generally would re-
quire nearly impossible changes
to federal law, single-payer plans
could be implemented by states.

The full proposals, and the
quantitative and qualitative evalu-
ations, are posted on-line at
http://www.healthcareoptions.ca.
gov, in the Documents Library. ®
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