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' T he subject of health care reform is on everyone’s lps.
Escalating costs and the increasingly severe problems
associated with lack of access to basic health care services for
the poor and middle class alike have caused policy-makers in
Washington, D.C., and the states to propose far-reaching reforms
io the health care system, Many of these targeted reform
strategies have been framed-and articulated by powerful vested
interests who stand to benefit or lose by changes that are made to -
_the existing health care system—changes that inclede reform of

the financing, organization and delivery of health care goods and
services, The debate about health care financing and the ensuing
reform proposals introduced range from ensuring access to
health care as a basic entitlernent of citizenship (comparable to
public education) to incremental steps that are intended w0
improve access 1o health cate while preserving the stats quo,
which is characterized by the buying and selling of health care
goods and services in a private competitive marketplace,

The National Rural Health Association (NRHA) is one of
many groups concerned about the implications of the varions
proposals for reform for its membership and primary constita-
ency~— rural Americans. Of major concern to the NRHA, is that
reform strategies recognize the unique access barriers that
impede the delivery of health care in rural communities and that
they provide the necessary system flexibility and incentives to
meet the challenge of these formidable barriers, Access issues in
rural America are exacerbated by geography as well as severely
depressed economic conditions that have set rural economies
apart from metropolitan areas in terms of levels of unemploy-
ment and loss of industry daring the 1980s, -

Necessary Components
for Natfional Health Reform
The objective of this paper is to establish a range of neces-

sary componenis that the NREA believes to be essential to
successful national health reform. This list of components has
been adopted by the poveming board of the NRHA. They are
based on a thonghtful and thorough analysis of the range of
reform strategies that have been or are being considered by
Congress. The NRHA has not taken a position on a specific:
proposal or type of reform, but rather has put forth what it

- considers o be necessary rural considerations that should be
embodied in any proposal under debate. : :

- Withont consideration of these components, any national
health policy reform package will come up short when attempt-
ing to ensure proper health care to tural Americans. Once these
guiding principles are accepted and employed in planning
national health reform, then the policies and regulations built on
these principles will better be able to meet the unique health care
needs of rural and other Americans.

National Health Policy Reform: The Rurgl Perspective




The Rural Perspective
to National Health Policy Reform

. TRural Americans are victims of one of our nation’s top
domestic problems—the lack of access 1o appropriate, affordable
and quality health care services. In spite of romantic notions
about raral lifestyles, the geographic and economic challenges of
country living have resulted in a population that is disproportion-
ately poor, experiences significantly higher rates of ¢chronic
ifiness and disability, is aging at a faster rate than the nation as a
whole, and has a subsiantial uninsured and underinsared popula-

tion becanse many rural workers are self-employed and therefore |

do not have employer paid or subsidized insurance programs
available to them. Given these obstacles, obtaining good health
care is a challenge for most rural residents; for others, it just is not
possible. .

At Jeast 34 million Americans are uninsured and millions
more are underinsured. However, even if insurance was made
availabie to afl, that would not solve the access issue for rural
Americans., Componnding the insurance problem is the constant
threat of closure of rural hospitals and clinics, and the shortage of
health care. professionals who are willing or able to locate and
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practice in rural areas. Unless the issues of resource development
and capacity building are addressed concurrently with financing
reform, the majority of rural Americans will continue to face
significant barriers to accessing essential health care services.

Current and Recent
National Health Reform Proposais

This study examines 16 health care reform proposals that
have been introduced into Congress as well as the proposal
prepared by President George Bush's admindstration, particolarly
how they address the health concerns of rural Americans. In the
Appendix all 17 proposals appear in a side-by-side comparison in
*A Comparison of Select National Health Care Reform Propos-
als.” How the proposals score on addressing rural health care
issues is assessed in the "National Health Reform Proposal
Scorecard,” also in the Appendix. Through this process, four types
of proposals emerged. They are presented below.,

Overall, all of the proposals dealt with some of the raral
issues that need to be addressed in health care reform. However,
as yet, no one proposal adequately addresses the full myriad of
health care issues facing rural Americans.

The Natlonal Rural Health Association
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Necessary Components for National Health Reform

1. Universal Access

Any national health plan must ensure universal access
comprehensive Health care without financial barriers.

Policy Goals/Action Strategies

«  Any public, private, or mixed financing mechanism should
cover all U.S. residents, and premiums, if levied, should be
based on the 2bility to pay.

+  Inibe event a mixed financing model is adopted, ail pessons
not covered throngh a private plan would be entitled to
coverage in a public plan based on their ability to pay.
Persons at or below the faderal poverty level would be fully
subsidized.

«  Federal costs associated with extending health care coverage
to all U.S. residents shonld be financed throngh broad-
based, progressive tax mechanisms.

«  Self-employed workers should receive a federal and state
tax deduction for 100 percent of premium costs associated
with the purchase of private health insurance.

+ Inthe event that private employer-based ingirance is
expanded and/or reformed, preminm costs should be shared
by employers and employees; low income workers should
receive subsidies for thejr share of the premium; and
employees with eamings at or below the federal poverty
Ievel should have their premiums fally subsidized.

+  Inthe cvent that private employer-based insurance ig
expanded, the costs of deductibles, co-payments and other
out-of-pocket costs should be based on an employee’s
income and family size. Low income workers shounld
receive subsidies for their cost-sharing responsibilities, and
employees with earnings at or below thie federal poverty
level should be exempl from these cost-shaving mecha-
nisms.

2. Federal Leadership

The federal government rmust assert leadership in the
developrent and financing of a national health plan.

Policy Goals/Action Strategies

« The federal government should set minimum cligibility and.
coverage standards to which states and private ingurers
would be required to adhere.

«  The federal government should be responsible for setting
annual spending limits and establishing equitable reimburse-
ment policies for provider reimbursement under all publicly
financed programs (i.e., Medicare, Medicaid, etc.).

» The federal government should be responsible for establish-

MNationod Heqlih Policy Reform: The Rural Perspective

ing uniform administrative and claims processing systems to
simplify and streamline the administration of health care
financing and delivery.

‘«  The federal government should ensure the portab:hty of

public health care financing, benefits and access across state
jurisdictional boundaries, as well as the portability of private
coverage across employer-based plans,

3. State and Locat Self-deferminciion

Any national health plan should ensure that state and locally
determined community needs and preferences are addressed in
the design, development and maintenance of local health care
systems. This decentralized approach should include local

planming, collaboration, coordination and evaluation efforts.

Policy Geals/Action Strategies

= Any national health policy reform legislation should include
state and local representatives from rural areas on program
transition teams, blue ribbon commissions, policy advisory
councils, ete.

+ National health policy reform strategies that expand access,
particularly in rural and medically undeserved areas, should
require community representation and involvement in local
planning and development efforts,

+  Aay efforis to promote managed care or case management
systems should be flexible and recognize the unique barriers
and system developrent challenges created by geography
and other limitations inherent to raral areas.

»  Within federal goidelines, states should ensure the equitable
distribution of health care resources and equal access to care
for all state residents.

4, Community Development

National health plan proposals should encourage the
development of local health care systems that are comprehensive
in scope and promote the building of local economic and social
infrastructures (including jobs, housing, sanitation, schools,
er.).

Policy Goals/Action Strategies

«  National health policy reforms should include federal fiscal
incentives to states and local communities to integrate
categorical programs across program Jurisdictions {e.g.,
housing, economic development, employment and fraining,
education, maternal and child health, and public heahh} 10
maintain and build strong rural communities.



5. Consumer Choice

National health plan reform proposals should contain
assurances of consumer choice in terms of financing intermediar-
tes and providers of care.

Policy Goals/Action Strategics .

»  Any national health plan should provide for multiple delivery
system opiions (e.g., health maintenance organizations
(FMOs), preferred provider organizations (PPOs), privaie
practices, community clinics) based on unique population
characieristics, geography and consumer choice. Federal
gnidelines should provide the necessary flexibility to ensure
that consumer choice will be protected.

6. Financing Incentives

The federal government should establish a range of provider
payment and sysiems development mechanisms that is flexible so
that incentives, exceptions and adjustments to provider payments
reflect state and local needs and system capacity constraints,’

Implementing national bealth reforms and establishing health
care spending timits, if necessary, must be done to protect
programs that support the expansion and development of systems

 capacity in underserved areas and for underserved populations.
‘Therefore, the capacity to redirect resources within the system

- must be included in any national health reform proposal. To -
achieve comprehensive, accessible rural health care delivery
systerns, the federal government should establish a systems
capacity-building program based on the following action strate-
gies, :

Policy Goals/Action Strategies- -

+  Federal policy should establish a range of provider paymeni.
mechanisms (e.g., capitation, negotiated fees) that wonld
promote cost efficiency and at the same time respect local
delivery system constraints (disproportionate share hospitals,
sole provider status, geographic barriers, etc.), leaving the

_ eskblishment of payment mechanisms to the states.

+  Federal regulations governing public health care programs
(e.g., Medicare, Medicaid and/or an alternative public
programs) should provide incentives for the expansion of
care coordination services that link and coordinate primary
care, mental health and other health services {e.g., long-tenm
care) in rural areas. o o

«  Federal funding should be provided for the expansion of riral

health outreach programs (o ensure access to care forall
eligible residents. . ‘

«  Federal guidelines should establish standards for the direct

reimbursement of nurse practitioners, certified nurse mid-
wives, physician assistants, social workers, mental health
professionals, and other licensed providers who practice in
health professional shortage areas or medically underserved
areas. All payers (public and private) should be required to
réimburse these health care practitioness under specified
protocols.

«  Federal fanding for community health centers, migranthealth - -

clinics, and other innovative delivery system models appro-
priate to rural underserved arcas should be significantly
increased to ensure the adequate distribution of appropriate

and quality heaith care services.

~«  Federal financial incentives should be made available to

states 1o assist in the development of comprehensive rural
heatth care delivery systems.

+  Federal funding and expansion of rural hospital stabilization
programs such as rural hospital transition grants, the Essential
Access Community Hospital program (with needed modifica-
tions to reimbursement, inpatient day limits and maximuom
acute care bed capacity), and the Rural Primziry Care Hospital
program should be increased.

7. Education and Training

Any national health plan should provide policy direction and
funding for the education and training of a sufficient number and
mix of appropriate health care providers to meet the personnel
needs that exist in medically underserved areas.

Policy Goals/Action Strategies

«  The federal government should significanily expand pro-
grams and increase funding for health care personnel training
programs including the National Health Services Corps, area
health education centers, and interdisciplinary training grants.
Included in this expansion should be scholarships to support
purse practitioners, physician assistants, certified nurse
midwives, social workers and mental health workers,

« The federal government should set graduate medical school
eilucation standards, which are enforced through the medical
education fanding pass-through in Medicare, requiring thata
minimum namber of family practice (primary care) residen-
cies and fellowships be filled each year based on the calcala-

- tion of need for these slots. -

»  The federal government should adopt financing incentives

that encourage ambalatory training experiences in rural areas.

8. Qudlity and Efficiency

Any national health-plan should have quality assurance
systems and accountzbility mechanisms that ensure continuous re-
examination.of and improvement in health care service delivery.

Policy Goals/Action Strategies -

«  The federal government should increase its funding for
research of medical and health outcome studies. Additionally,
it should increase funding for nural health demonstration

_ projects that test new and innovative models of service
delivery in nual areas. :

+  The fedetal government should assume 2 leadership role in
the establishment of goals for managed care, ntilization
review, pre-admission screening, and other systems account-
ability and quality assurance mechanisms. It should provide
states flexibility in determining quality assurance and cost
efficiency mechanisms based on the nature of state and Iocal
defivery sysiems. B o

«  The federal government should assume a leadership role in

the establishment of national policy regarding the financing

and delivery of fong-term care services so as to ensure that
they are available and accessible to all individuals determined
to be in need of such care.

The Nationa! Rurcd Heatth Assecialion



National Health Policy Reform:

The Rural Perspective

I n 19 states across the couniry, more than 40 percent of the
population (Note 1) lives in a non-metropolitan area (Office
of Technology Assessment {OTA], 1990). In total, appraximately
27 percent of the nation”s population lives in rural America (Note
2). In spite of the many romantic notions about rural lifestyles, the
geographic and economic challenges of country living have
resulted in a population that is disproportionately poor, experi-
ences significantly higher rates of chronic illness and disability,
and is aging at a faster rate than the nation as a whole (Cordes,
1989; Norton & McManas, 1989; Rowland & Lyons, 1989).
Comprising one-guarter of the country’s population, rural
America has one-third of the nation’s poor and approximately 29
percent of the nation’s elderly citizens (OTA, 1990).

There is great cultural and ethnic diversity among rural
Americans, as well as a richness and resiliency of character that
has enabled them 1o survive a severe economic downtm during
the 1980s—one that significantly weakened their economic base.
In spite of many formidable obstacles, rural Americans continue
to make important contributions to the nation’s economy, largely
throngh extractive industries, manufactaring, agriculure, and
recreational services. While doing so they share in one of the
nation’s top domestic problems—the lack of access to appropri-
ate, affordable and quality health care services.

As became clear during the 1992 election, the topic of health
care reform is being widely discussed and debated. With health
care costs estimaied to exceed $80D biltion (14%) of the gross
national product by the close of 1992, Congress is awash with
proposals for health care financing reform. The majority of these
proposals strive to preserve the status quo through a series of
incremental reforms of the private insurance industry and an
expansion or restructuring of public sector health programs.
Additionally, they contain a fow targeted strategies intended o
modify the way bealth care services are delivered, The policy
goal of these modifications is to contain rising costs through
increased efficiency in the system. The implicit assumption in the
current debate is that costs must be contained, quality preserved,
and access to medical care increased,

The access to health care concern stems from the stark reality
that at least 34 million people are currently uninsured (Friedman,
1991} and that millions more are underinsured becanse of benefit
and coverage limitations and exclusions resulting from pre-
existing redical conditions and/or disabilities. However, increas-
ing access to health care services is much more complex than
simply issning a heaith insurance card to all Americans. Equally
significant, and perhaps more formidable, are the access barriers
that exist becanse of geographic and specialty maldistribution of
health ¢are professionals and, in the case of rural America, the
constant threat of closure of raral hospitals, clinics and other rural
* health care providers. Unless the issues of resource development
and capacity building are addressed concurrently with financing
reform, the majority of rural Americans will continue to experi-
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ence significant barriers to accessing essential health care
services.

"This paper discusses what is unique abont rural Americans
in texms of their sociodemographic characteristics as well as how
the particular challenges of geography and rural economies
affect their access to health care. It further discnsses how the
combinex effect of demographics, geography and local econom-
ics have disenfranchised many rural residents from the main-
streatn of the health care system. The overall objective of this

-paper is to assess the range of current legislative proposals in

Congress relative io the attention they give to the unigne
circumstances and needs of rural Americans.

Characteristics of the Rural Uninsured:
Personat Altributes or Market Failure?

Rural Americans of all ages are less likely than urban
residents to have private health insurance coverage. As Table 1
illustrates, the disparity between rural and urban policyholders
grows greater with agé and by source of insurance coverage. In
the case of private insurance coverage (Table 2), it is instructive
to note the differences between metropolitan and non-metropoli-
tan residents relative to employer-based versus individually
purchased policies (.¢., other private coverage). These figures
suggest that a significantly larger percentage of rurat residents
who have private insurance purchase it outside of the workplace,

The insuzance statas of rural residents is a reflection of the
economic and demographic realities of rural America—the aging
of the population, the profile of local industries and rural
economic development, and the incidence of poverty in the
population. Rural workers are more likely to be employed in

_ small firms, family run enterprises, or indusiries characterized by

self-employment—cach of which bave significantly lower levels
of private health insurance coverage. Industries such as agyicul-
ture, mining, construction, recreational services, forestry and
fishing are characteristic of rural economies and, at the same
time, are industries where the likelihood of being uninsared is
the greatest. With the exception of mining (because of the
nnionization of mine workers), workers in these industries have
the highést rates of uninsurance—each hovering around 30
petcent, Unfortunately it is not only the worker who is left
uncovered, but also the worker's dependents, leaving rural
familics uninsured.

These high levels of uninsurance can be partially explained
by a health insurance system historically based on employer-
sponsored coverage. As  result, many elderly rural residents
who have retired from nural-based indusixies are significantly
undesinsured because they lack the retivee health benefits that
are provided t0 workers in larger firms. As Table 1 illustrates,
rural elders are less likely w have private supplemental inspr- -



Table 1
Percentage of Popuiation with Health Insurance Coverage by Age and Resicience, 1984

Al Ages 017 Years 1864 Years 65 Years and Qlder -
Type of iInsurance Melre  Nonmeto Metio . Nonmeiro Meltro  Nonmeiro Metro  Nonmetro
Private insurance 772 747 726 723 789 76.2 750 718
Medicare na 13.7 1y 142 12 142 953 6.}
Public assstance (Medicald) 6.1 5.8 1.5 9.1 40 39 56 74
Milltary/Veteran's Administrafion 3.2 39 2.7 2.9 3 39 &5 6.1
No insurance 12.3 145 13.0 16.2 13.8 167 0g 09

1. Numbers do not odd 1o 100 percent bacause individucls may be covered by more than one type of insurance, e.g.. Medicare and

private insurance. .
7. Number applies to all pamsors younger than 65 years,

Sowce: Ries, 1987,

ance policies and are more likely to rely on Medicaid to supple-
ment their Medicare coverage (Ries, 1987). A higher reliance on
Medicaid among rural elders s also a reflection of their higher
rates of poverty relative to urban elders—12.4 percent of elders
living in metropolitan areas have incomes below the poverty
level, whereas 20.7 percent of rural elders have incomes below
the poverty level (OTA, 1990).

Higher rates of nninsurance among rural residents also can be
explained by the actuarial and underwriting practices of private
insurarice carriers that have moved steadily away from commu-
nity rating of insurance premiums toward an expericnce rating
system based on individual or employee group risk factors. Many
rural workers {farmers, field hands, heavy machine operators,
foresters, etc.) are considered to be at high risk from an occupa-
tional health and safety perspective, and their health insurance
premiums are priced accordingly. Becanse the Bureau of Labor
Statistics collects information exclusively on businesses with 11
or more employees, the injury experience of most rural workers is
not well documented (Pratt, 1990). Wakefield (1990) comments |
that despite this limitation in existing Iabor statistics, “the -
National Safety Council (1987) listed agriculturally related work
as the most dangerous in the nation. While agricultural workers
constitute less than 3 percent of the work force, they have more
than 14 percent of work-related deaths.” Additionally, it has been
documented that farmers have the highest rates of hospitalization
and the lowest rates of physician visits of any occupation
(Ingersoll, 1989).

As a result of private insurance companies” exclusionary
practices, many small firms have ceased to offer health insurance
benefits to their employees. Also, increasing numbers of the self-
employed are unable to purchase health insmrance policies
because premiums are prohibitively expensive and high
deductibles and co-paymenis make the policies beyond the means
of most lower income purchasers.

Anather factor influencing the insarance status of rural
residents Telates to coverage nnder Medicaid, the publicly

Table 2
Private Insurance Coverage by Scurce of Coverage
and Place of Residence, 1987

Percent of Population with

Type of Heatth Insurance
Employment-
related Cther
Place Private Private Public No
of Residence Coverage Coveraoge Coverage Coverage
20 forgest metrd arecs  65.0 9.7 10.2 15.1
Other metro areas 764 89 Q0 14,7
Nonmetro areas 574 134 11.8 174

Source: Short, Monheit, and Beatregard (1989).

financed health program for low income families, persons with
permanent disabilities and low income elderly persons. Until
recently, Medicaid eligibility was contingent upon participation

in one of two federal public assistance programs: Aid to Families
with Dependent Children {AFDC) or Supplemental Security '
Income (SST). In spite of higher levels of poverty af ail ages
among rural Americans, Medicaid participation rates among

rural children ages 0-17 years are significantly lower than those
found among urban dwelling children (OTA, 1990), despite the

. fact that one-quarter of all rural children live in poverty

(Wakefield, 1990). These lower participation rates can be
explained, in largé part, by the fact that poor children in rural
areas are more likely than urban children to be living in two-
parent families and thus, until quite recently, were ineligible for

The Nattonol Rural Hedlth Association



AFDC and likewise for Medicaid coverage (McManus &
Newacheck, 1989).

The final factor in the uninsurance equation is unemploy-
ment. To be unemployed is to be at extremely high risk of being
uninsared. Changes in the mral economy during the 1980s
resulted in higher than national average unemployment rates.
According to Health Care in Rural America (OTA, 1990), “...the
rural inemployment rate skyrocketed from 5.7 percent in 1979
to 10.1 percent in 1982, and by 1985 & was still considerably
higher than the urban rate (8.4 versus 6.9 percent). When the
vnemploymeni rate is adjusted 10 account for discouraged
workers (those nio longer looking for jobs) and involuntary part-
time workers, differences were even more extrerne (13,0 percent
for rural workers versus 9.9 percent for urban workers in 1985).”

In summary, the lack of health insurance coverage among
rural Americans is more ofien related to depressed wages, high
levels of unemployment, and the absence of industries that
provide health benefits to their employees than to disinterest or
apathy among lower income workers to purchase health insur-
ance. In fact, the data show that raral residents are more likely to
purchase individual private plans than their wban counterparts,
These purchases are in spite of the fact that rural residents often
have lower incomes than urban residents and thus have less
disposable income with which to parchase the expensive
individual or small group plans that are made available 10 them,

Health Status of Rural Americans: Unigue
Hedaith Care Issues for Rural Communities

“Poverty, poor nuirition, unsafe or deteriorating housing,
inadequate water supply, transportation difficulties, and limited
medical resources combine to intensify health problems inrarat
areas” (Rowland & Lyons, 1989). Compared to urban residents,
rural Americans have slightly lower mortality rates, comparable
rates of acute illnesses and their resultant days of lost activity,
but significantly higher rates of chronic disease and functional
impairment or disability (Norton & McManug, 1989). According
to Norton and McManus {1989}, rural residents are between two
and 10 times more likely than urban residents t die from
accidents including accidental shootings, falls, equipment-
related deaths, etc. Individuals Living in rural afeas are more
likely than their urban counterparts to report that they are in fair

ot poor health and less likely to report being in excellent health

(Norton & McManus, 1989) (Note 3). By looking at the health

. problems of certain high risk groups of rurat Americans, we can
gain 2 much more precise picture of their particular and ongoing
health care needs,

Maothers, Infants and Children

In 1987, 22 percent of ail babies bor in the United States
were born in rural arcas (Depariment of Health and Homan
Services, 1989). The infant mortality rate was 2 percent higher in
rural than in urban areas (American Academy of Pediatrics and
American College of Obstetricias and Gynecologists, 1988).
This simple statistic masks the significant variation in rural
infant mortality rates between various regions of the country and
between white babies and others. For example, in rural Virginia
the black infant mortality was 17.6 deaths per 1,000 births
compared to 8.8 per 1,000 births for white infants; likewise in
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rural Georgia the black infant mortality rate was 20 deaths per
1,000 bizths compared to 10 per 1,000 births for white infants
{OTA, 1990).

Infant mortality and Jow birth weight are inextricably linked
1o the lack of early and ongoing comprehensive prenaal care.
Studies have foend that having a sousce of payment for prenatal
care has a less significant impact on birth outcomes than having
a source of financing coupled with comprehensive care coordi-
nation that provides nutritional and psycho-social counseling as
weil as a range of supports for expectant mothers including
adeguate housing and income (Schiesinger & Kronebusch,
1990).

Access to prenatal care is particularly problematic for
pregnant women who live in rural areas, In 1988, while there
were 61 obstetric care providers per 100,000 women in urban
areas, there were only 25 per 100,000 in rural areas. Because of
the low numbers of obstetricians who practice in rural areas,
most prenatal care and delivery is provided by general and
family practitioners who have been trained to provide obstetric
care (OTA, 1990), As noted in Health Care in Rural America
(OTA, 1990

The availability of mml physicians trained to deliver

obstetric care varies by region. In rural arcas of the East

South Central region of the country there were 156

physicians trained w provide obstetric services per

100,000 rural women of reproductive age. In contrast,

there were 242 per 100,000 in the rural areas of states in

the West North Central Region.... Over half a million

rural resideats live in counties that are withouta

physician trained to deliver obstetric care, and other

areas are without available obstetric services becanse

many physicians trained to provide obstetric services do

not provide them.

McManus and Newacheck (1989) have noted several major
problem areas related to the heatth status of rural miothers,
infants and children, These areas relate specifically to the lack of
insurance coverage and health care resources. Once again, we
are confronted with the relationship between systems capacity,
user friendliness, and the nltimate health of citizens. Withont
access to adequate prenatal care, nuttition, immuonizations, and
infant and well child check-nps, there will continue 1o be
underdeveloped rural children who fail 10 reach their maximom
physical and mental growth poteatial, McManus and Newacheck
argue: “An understanding of problems surrounding the financing
of care for maternal, child, and adolescent health in rural areas is
central fo designing changes that could lead to future improve-
ments in health services ntitization and, ultimately, to health
status improvements for the nonmetro population.”

Persons with Chronic Disease and Disabilitles

As stated previoasly, the incidence of chronic disease and
disability is higher in rural than wban areas. In five of the six
chronic condition groupings used in the National Health Inter-
view Survey, raral dwellers had higher rates of chronic dissase
than urban residents (Norton & McManus, 1939). Although
chronic conditions generally tend 1o be more prevalent among
the elderly, there is 2 sizable group of working age persons who
suffer from chronic diseases that inhibit their ability to perform
woutine daily activities. These conditions include arthritis,
sensory. impatements (vision and hearing loss), epilepsy, kidney



problems, heart disease, hypertension and emphysema. These
and other conditions result in more reported activity imitations
(from minor limitations to the inability to perform work) among
ural residents than their urban counterparts—15.9 percent
versus 13,4 percent (Norton & McManus, 1989).

Certainly rural elders constitute the largest percentage of
those persons who report activity imitations and chronic

disease. As is the case among other disabifity groups, rmral elders.

report more chronic health impairments than urban elders-—41
percent versus 36 percent {OTA, 1990). Chronic iliness is
particutarly problematic for elders living in rural areas becanse
of the great distances that often must be traveled by the elderly
who seek rehabilitative and other forms of long-ierm heaith and
supportive care. Additionally, becanse much long-term care is
provided in the home, home care workers face the same chal-
lenges of distance, travel time and geographic isolation.

Rural elders visit physicians in every specialty category less
often than urban elders, and “...evidence indicates that the range
of services for elders living in small towns and rural communi- -
ties is more narrow, that fewer alternatives are available within
any one service area, and that fewer healih care providers exist
to offer particular services™ (Coward & Cutler, 1989). If one
considers only numbers; the 1950 Bureau of the Census report
shows that 12.6 percent of the total U.S. population was older
than 65 years in 1990, and 13 percent of rural Americans are
olider than 65 years (OTA, 1990). The implications of an aging
population for raral health delivery systems are great, particu-
larly in térms of the existing bias (in ail systems) toward acute
care and the shortage of long-term care sexvices in rural areas.

Seasonal and Migrant Farm Workers

Although estimates of the seasonal and migrant farm worker
population are imprecise, most data sources suggest that there
are between 3 and 4 million workers in the United States and
Puerto Rico. Becausé there have been few studies of migrant
workers, our understanding of their health problems and needs is-
limited. A literatare review of the health status of migrant farm
workers revealed a “lack [of] even such basic data as crude death
rates, median survival, infant and maternal mortality, and
incidence of permanent disability” (Rust, 1990). Among the
timited studies that have been conducted, researchers found that
nfant mortality among Mexican American farm workers was
nearly three times greater than that of the general population
(Chasé et al., 1971); another study found that 44.5 percent of
migrant farmworker households had one or more members who
described themselves as disabled (Department of Health,
Education, and Welfare, 1974). Available data suggest thai the

major causes of mortality among migrant workers are cardiovas-

cular disease, hypertension and complications of diabetes (Rust,
1990).

As noted earlier, in 1987 agriculture surpassed raining as the
most hazardous occupation in the United States (both as the
leading caunse of work-related deaths and injury). Significant
agricultural hazards for migrant farmworkers include chronic
exposure 1o toxic pesticides, a lack of safe drinking water,
inadequate toilet facilities, occupational dermatoses, acute
injuries from fafls and farm machinery, and chronic low-grade
back pain and joint trauma (Rust, 1990). Other ocoupational
hazards are refated to the mobility of migrant workers, Over-
crowded vehicles, Little use of car safety restraints, towing a

ic

trailer, traveling long distances at night with little sleep for the
driver, and traversing country farm roads, all make for greater
risks when driving from one agricultural job to the next
(Slesinger, 1992).

- In 1985, the average migrant farm worker eamed only
$3,295 from farm Iabor and a total income of $6,194 (Depart-
ment of Agricultore, 1987). Because the link between poverty
and health stars has been well established, one must surmise
that the health cave needs of migrant and seasonal farm workers
are significant and that increased attention and resources should
be directed at understanding these needs and developing an array
of appropriate, quality health services to meet them.

Access 1o health care is problematic for migrant farm
workers, Their mobility, poverty, and, for many, inability to
speak English create almost insurmountable obstacies. The
Office of Migrant Health in the Department of Health and
Human Services recently estimated that the federally funded
Migrant Health Program of the Community Health Centers Act
serves approximately 13 percent of its targeted population
(OTA, 1990). Fanm workers are not often near one of the clinics
when they need medical care,

In summary, health statas comparisons between roral and
urban residents reveal similar mortality and mosbidity rates with
the exceptions noted above. Pregnant wosnen, infants, children,
elders, and persons with chronic disease and disability are the
most vainerable persons in any community-—urban or rural.
Unfortunately, economics explains the access problems these
groups face. Women, children and elders are mors likely tobe
poor and therefore are more likely to lack access to the health
care system. In the case of prenatal care and delivery, fears of
malpractice and low reimbursement rates under Medicaid have
severely compromised the availability of obstetric providers in
rural and underserved inner city areas. In rural areas, economic
factors are confounded by geographic factors with the end result
being that raral Americans have poorer outcomes than urban
residents on 2 number of important health states indicators.

Orgamization and Delivery
of Hedalth Services in Rurct Areds:
Special Challenges, Particular Opportunities

- Althongh health insurance coverage is a major detenminant
of access to care, it is not the only, nor necessarily the most
important, factor. There are many non-financial barriers thatare
equally formidable in the access equation. Without an adequate
number and range of health care providers and services, the most
comprehensive health insurance coverage is extremely limited in
its ability to extend access.

A recent repors isseed by the National Association of
Community Health Centers (NACHC) (Hawkins & Rosenbaum,
1992) has determined that in 1990 there were 51 million

_ Americans (20% of the total population) at risk for medical

underservice in the United States. Of these, 42.8 million were
deemed to be underserved. According to Hawkins and
Rosenbaum (1992), persons at risk of medical underservice are
those with low incomes (fess than 200% of the poverty level)

‘who are completely uninsured, younger than 65 years and

dependent on Medicaid, or older than 65 years and covered by
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Medicare, To be nnderserved—as opposed to being at risk—is to
have an at-risk profile (i.e., low income coupled with other
sociodemographic indicators such as ethnicity or unemploy-
ment); to lack health insurance or be underinsured; to live in a
county with poor heatth status indicators; and to live in anarea
with an inadequate supply of primary care physicians. Using
these farmulas, Hawkins and Rosenbaum (1992) found that one
in five Americans was at risk, while one in six was underserved.

Not surprisingly, among those found o be anderserved were
14 million (33%) children under the age of 18, including 6
million (13%)} under the age of 6; more than 9 million (21%)
women of child bearing age; and 10,1 million (24%) elderly or
disabled Medicare beneficiaries (Hawkins & Rosenbaum, 1992).
In terms of absolute numbers of underserved, the majority reside
in urban sreas, but the proportion of persons who are medically
anderserved relative fo the genceral population is comparable in
urban and raral areas. For the urban underserved, poverty is a
much more powerful predictor of being underserved than living
in an area of medical underservice (as defined by the primary
care physician-to-population ratio). In fact, most urban
underserved persons live in areas that are surrounded by highly
sophisticated, state of the art health care systems and a full
complement of primary care, specialty and subspecialty physi-
cians. .

For rural Americans, the issue of underservice is compli-
cated by geography and inadequate resources. Health care
providers and services are simply not available in many frontier
and rural areas of the country. As neted by Hawkins and
Fosenbaum {1992), *...rural underserved counties outnumber
urban connties (1,586 nonmetropolitan versus 361 metropoli-
tan);...19 states had more than 735 percent of their counties
underserved, while seven had more than 90 pescent - .
underserved,” Further, “554 counties were identified as ‘double
jeopardy’ counties—those showing both severely diminished
health status and a shortage of physicians. Of these, 16 percent
were metropolitan and 84 percent were nonmetropolitan.”

These data suggost that systenis capacity is a critical
varigble in the health care access dilemima as it pertains to rural
areas, Whereas urban health care systems have the full ringe of
services and levels of care, rural communities are considered
fortunate 10 keep their local hospital open and fiscally viable.
The typical components of a rural heaith system include a
community hospital; solo practitioners or small group practices;
a community health center or migrant health clinic; and a
varying range of county health, mental health and social ser-
vices: It is less commeon that these elements co-exist in a raral
community, but rather one, two or several of them, or, in the
case of a frontier area, a solo practitioner with back-up in an
adjacent community.

The challenges confronting rural health care providers are
formidable, Available resources are usuaily inadequate, and the
situation is compounded by weakened local economies that
make recrnitment and retention of health workers particularly
difficulr. Additionally, biases in reimbursement policies and
medicat and nursing education that disproporticnately favor
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specialty care training over primeary care have impeded the flow
of an adequate supply of primary care practitioners into rual
areas.
‘The vulnerability of rural hospitals has been well docy-
menied, The consolidation and integration frenzy that occurred
throughout the industry during the 1980s has had a ripple effect

"on rural hospitals as well. The intensity of competition that has

resulted from changing reimbursement and regulatory policies for
hospitals has caused many metropolitan hospitals on rural fringes
to compete for and secure referrals from rural practitioners, thus
putting rural hospitals in an extremely vulnerable position.,

The Total Pidture: Hedlth Care Access
in Rural America

This paper has discussed many of the issues involved in the
current health care debate and has presented these issues from a
rural perspective. It is 2 complex picture that cannot be completed
with a single brush stroke. The message is that the subtleties and
contrasts of hue and tone that exist between locality, person and
system require multiple responses and multiple solutions, Many
lessons have been learmned during the past 20 years about the
health care needs of rural Americans and the best ways to deliver
health care in rural settings. Included among these innovations
are:

+  the focused recruitinent and deployment of health care
practitioners to medically underserved areas through the
National Health Service Corps (NHSC) and area health
education centers (AHECs);

+  theestablishment of community-oriented primary care
practices through locally planned and managed community
and migrant health clinics; '

« regulatory flexibility and the provision of fiscal incentives to
rural hospitals to allow ther to meet the changing needs of
their aging commuitities;

»  the development of federal programs that sepport the
integration of mental heatth and primary care services in rural-
areas; and

= the provision of federal and state categorical and block grant
funds to increase the capacity of local public health, social
services and other agencies to meet community determined
health care needs.

As atesult of an intimate understanding of the health needs
of rural Americans, and experience with the successes of these
targeted health system interventions, the National Rurat Health
Association (NRHA) strongly believes that any discussion of
national health care reform mast include a commitment to system-
ievel enhancements that will mitigate the systemic access barviers
that exist in mural America. In Febraary 1991, the NREA issved a
working paper entitled Necessary Components for Any National
Health Plan. Using these necessary components as organizing
principles, the NRHA proposes the above-noted series of policy
goals and action strategies, which must be incloded in any
national health reform proposal under serions consideration.



A Discussion and Analysis

of National Health Reform Proposals

What is Really Wrong With the Health Care
System? That Depends on Who You Ask

A major objective of this paper is to assess and critique a
range of national health reform proposals relative o the level of
atiention they give to the concerns of rural Americans. Examined
are 17 proposals, 16 of which are currently tracking through both
houses of Congress, and the other being President Bush's health
reform package (see Appendix).

Each of the current health care reform proposals reviewed in
this section is agtempting to right a wrong in the current system.
In attempting to assess the adequacy and faimess of the proposed
solution, it is critical to clarify the terminology, concepts and
assumptions that are contained in each proposal. The first step in
this exercise is to identify the problems targeted for solution and
secondarily, to ask if these problems affect all pexrsons equally or
whether there are groups within the population—for example,
rural residents.--that are more vulnerable to the adverse affects
of the problem.

The most significant problems in the current health care
systemn, as identified by policy analysts and other experts, are
unabated cost inflation in health care goods and services and the
increasing number of persons who are being denied access to
appropriate and timely medical care because they lack health
insurance coverage or are underinsured because of other
structural barriers that exist in the health care system. These non-
financial barriess include a shortage of traived health care
professionals; geographic and speciaity maldistribution of health
care providers and services; lack of culturally sensitive health
care providers; attitudes, beliefs and cultural norms that inhibit
access; language barriers; and other issues that relate to the
organization and delivery of health care services.

The American people, through numerous opinion polls in
the past several years, have identified many serious problems
they associate with the current health caxe system. These
problems relate to the issues of escalating costs and lack of
access in the system, but they are much more focused and .
concrete when described by the consuming public as compared
1o the policy analysts and systems experts. A series of critical
issues identified in a Harris Poll conducted in February 1992
included: A '

« 61 percent “woiry a great deal” about not being able to
afford health insurance;

+ 50 percent “worry a great deal” about having 10 pay very
expensive bills not covered by their heaith insurance;

+ 48 percent “worry a great deal” about not being able to get
care becanse they can’t afford it; and

« 48 percent “worry a great deal” that their benefits will be
cut.

The litany goes on. The bottom line s that working Ameri-
cans have Jost faith in the private health insurance system they
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once believed was there to protect them and their families from

the the high costs of illness and disability. Their loss of confi-

dence is the result of widespread exclusionary practices of
private insurers that have systematically sought out younger,
healthier workers as their preferred market and likewise screened
out all persons——young and old alike—who have medical
conditions or chronic illnesses that require them to use the health
care system. This screening process occurs through the outright
denial of coverage, the imposition of excessively high premium
costs, the denial of coverage for pre-existing medical conditions,
and the levying of costly deductibles and equally onerous co-
insurance charges.

If the issues identified above represent the real problems in
the current health care system, then the proposed solutions must
address these issues squarely and precisely. The Harris Poll
highlights many of the bedrock concems of the American public.

Additionally, other problems affect the health and well-
being of rural Americans:

»  depressed rural industries where health insurance is not
offered;

«  large numbers of self-employed workers;

»  low wage workers who cannot afford private health insur-
ance;

«  high rates of chronic disease and disability that reguire the
provision of community-based and institutional long-term
care services; and .

» inadequate systems of care that require attention be given to
the barrier that geography imposes on access to care for
rural residents.

Current Legisiative Proposals:
Targets of Health Care Reform

- Each of the legislative proposals currently being debated in
Congress contains a range of provisions that can be character-
ized as “targets of reform.” With few exceptions, these reform .
strategies are incremental steps toward the goal of true reform—
they do not propose to change the basic structure of the current
health care system or how it is financed, but rather they atiemypt
1o fill the gaps in health care coverage by instituting reforms in
the private health insurance market and extending publicly
financed health programs 10 a broader population. These
financing reform strategies have potentially significant and
differential implications for rural Americans and deserve &
thorough analysis from a uniquely rural perspective.

To summarize briefly, the most widely circulated legislative
proposals currently being debated in Congress contain some or
all of the elements described below.

« A stategy or combination of sirategies to achieve universal-
ity of health care coverage for ail Americans.
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+  Private insnrance market reforms intended to make more
affordable and available insurance products for the small
employer and self-employed market (the lion’s share of the
currently uninsired),

+  Ensurance of a basic benefit package available either
through the private market or the public sector,

«  Reform of the medical underwriting practices of private
insurance companies, which has resulted in the exclusion
from the private health insurance market of increasing
numbers of individuals with pre-existing medical condi-
tions.

+  Providing subsidies, either through the tax system or
through individual and family vouchers, to low income
workers and the unemployed 10 use to purchase health
insurance.

«  Medicaid or Medicare expansions or some other variant of
public insurance to provide coverage to those individuals
who would continue to be excluded from the private health
insurance market becanse of employment status, low

“income, or chronic disease or disabling conditions.

»  Financial and administrative incentives intended to encour-
age more cost efficient modes of delivering health care
services (e.g., managed cave, coordinated care, second
general medical audit processes, case management, etc.).
A major policy issue in the health reform debate is whether

micro- or macro-level management of the health care system

will produce the best results in terms of controlling the overall
costs in the system and ensuring quality across the range of
health care services available. Many believe the trade-off
between micro-management technigues {e.g., the external
imposition of second opinions for surgical procedures, utiliza-
tion review, and other practice-related audit procedures) and
macro-management {e.g., sctting annuat national health care
spending limits) is at the heart of the debate.

A Prirmer on National Hedlth Pian Proposals

To better understand the Comparison of Health Care

~ Reform Proposals matrix, a primer on three basic approaches
reform-—a mixtureof market reform and expansion of public
benefits, pay or play, and single payer—is presenied, as well as
discussion of a fourth newly emerged approach-—managed
competiton. In many instances a legislative proposal may reflect
the principles and components from more than one strategy.

The discussion and critique of these variants of health care
financing reform that follows is drawn from numerous expert
-sonrces.as reported in academic and professional journals, As
Biendon, Edwards and Hymans (1992} note, there are politically
well equipped camps of both sopporters and detractors for each
approach to reform and the grounds for their support or opposi-
tion have become an integral part of the debate. To more fully
appreciate the political and ideological arguments put forth, the
essence of the debate surrounding each approach is brjefly
discussed here (Note 4).

Mixed: Market Reform/Expansion
of Public Benefit Proposals

Inearly 1991, the Health Insurance Association of America
(HIAA), the primary trade association of health insurers, put
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forth an industry-sponsored package of reforms that has been
widely incorporated into many congressional and state legisla-
tive proposals. The basic assumption nndergirding the HIAA
package is that the existing model of a private health insurance
market within the context of an employer-based nsurance
system is the most appropriate and realistic approach to health
care financing. “Proponents argue that eight out of 10 people

“under the age of 63 vears now get their health insurance through

their place of employment, and it is least disruptive to extend
coverage to the working poputation through employer-based
private insurance” (Blendon, Edwards, & Hymans, 1992).

" While the private healih insorance industry acknowiedges
that this prevailing model of employer-based insurance is not

. without problems, the HIAA position is that the provision of

health ingurance in the United States has historically been in the
context of 3 private market, and public financing of health care,
with the relatively recent exception of Medicare for the ¢lderly

and disabled, has been a residual function of a reluctant welfare

state, The market reforny proposals are basically tarpeted at the
© small firm employment sector where the largest number of

uninsured workers can be found. Key features of this reform
strategy include: :

s developing a basic benefits package with federal statutory

authority to precmpt state mandated benefits;

»  setting annual limits on premium increases for employees of
small groups; .

»  reqguiring thatinsurers cannot cancel kigh-cost policyholders
solely becanse of their medical condidons;

+  ipsurers must offer a policy to all members of a group of
employees (in groups with more than two employees)
regardless of pre-existing medical conditions; and, finally,

+  modifying the current practice of experience rating so small
groups within a given geographic area and job classification
are offercd comparable rates (give or take 20%),

The market reform proposals do not mandate that employers
offer health inssrance but rather attempt to make the products
offered more competitive and thus induce employers into
providing and employees into sharing in the cost of health
insurance coverage. These proposals acknowledge the critical
role played by Medicaid in extending coverage to poor families,
elders and disabled individuals who do not have the financial
resources to purchase private insurance or aro medically under-
written out of the private market and subsequently include an
éxpanded role for Medicaid or a comparable publicly financed
program.

Variations of the market reform approach include plans by
Reps. Rostenkowski and Johnsor and Sen. Bentsenr that propose
small group reforms without subsidies, and plans by Sen. Chafee
and President Bush that propose small group reforms and
premium vouchers or tax subsidies for low- to moderate-income
workers t induce them to purchase hieatth insurance through
their employers, or privately in the case of the self-employed,
AH of these plans propose a 100 percent tax deduction for the
preminm costs of the self-employed. In terms of consumer
choice, individuals would be able to pick and choose among
private plans, althongh the Chafee and Bush proposals contain a
strong emphasis on managed care, which could have the effect
of limiting rather than expanding choice, particularly in rural
areas where healthi care resources are limited (Wilensky &
Rossiter, 1991).
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Several concerns have been voiced about the efficacy of a
market driven reform strategy in terms of its ability to extend
coverage to the most vulnerable among the uninsured. As long as
the poor and chronically ill or disabled continue o be channeled
into Medicaid or a comparable public program without a signifi-
cant commitment to equalizing provider payments with those paid
by private payers, this approach could lead to a “larger, more
formalized two-tiered health care system than exists today™
(Blendon, Edwards, & Hymans, 1992). Additionally, analyses of
the tax credit featutes of the Bush proposal suggest that the credit
is an insufficient inducement for low income workers who are on
the margin to pay for the additional costs of health insurance
premiums, deductibies and co-payments when other more
immiediate and compelling fiscal responsibilities (e.g., housing,
food and transportation) peel off their monthly disposable income.
Although the idea of tax subsidies and vouchers is atractive on
the surface, it is highly unlikely that the subsidies would keep
pace with medical care inflation and thus the purchasing power
gained would not be a sufficient incentive to purchase a private
“hare bones™ instrance policy, particularly because the costs of
deductibles, co-payments and uncovered services would be
substantial under this type of reform.

In terms of the adequacy of coverage, a “bare bones” basic
benefit package falls short of meeting the identified needs of
many rural Americans. The prevalence of chronic discase and
disability among this population requires the inclusion of arange
of long-term care benefits. In total, a market reform strategy may
extend limited coverage to a segment of the currently uninsured
but would have limited success at meeting the needs of most low
income workers and particularly the roral uninsured and
underinsured. :

Pay or Play Proposals )

This approach to health care reform mandates that employers,

usually with more than 25 employees, offer health insurance to

their employees. Again, the implicit assumption is that the
competitive marketplace is the most appropriate vehicle for
extending health care coverage, but in the pay or play model,
there is a much larger role for & publicly sponsored plan becanse
in pay or play universal coverage is the goal. In this straiegy,
universal coverage is achieved through a public-private pariner-
ship. The public piece of this praposal can be conceptualized as &
competitive foree in the marketplace because it would be offered
as an alternative product to the private insurance plans available,
Some analysts have argued that the pay or play approachisa
measured first step toward a unified national health insurance
systerm.

The pay in pay or play refers to the surcharge that would be
levied against employers who chose not to provide health insur-
ance 1o their employees. The revenues that are generated from this
tax would be used to support the public plan to which uninsured
workers would be assipned. In most pay or play proposals, the
costs of health care would be controlled in the same way asa
single payer plan, The federal government, or a quasi-governmen-
tal entity, would be responsible for setting spending targets for
health care expenditares and for negotiating fee schedules with
doctors and hospitals. All of the pay or play plans currently in
Congress strongly emphasize managed care models of delivery as
an integral feature necessary to control the costs in the currently
unmanaged system.
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After full implementation, a pay or play plan would result in
universal coverage for all Americans. This goal would be
achieved over five to eight years, depending on the proposal
discussed. This model has been described as being mors
politically palatable than a single payer model because it does
not eliminate, but rather reforms, the existing private insurance
industry. It has also been argued that it is less disruptive because
it retains the post-World War I employer-based insurance
model. :

It has been argued that establishing national spending limits, .
a feature of most pay or play proposals, will significantly slow
the overall rate of inflation in health care costs. On the negative
side, this approach places a significant financial burden on small
businesses, which will ultimately have an adverse effect on low
wage eamers and the businesses that employ them—many of
whom now operate on the margin from a profit perspective. This
is especially true in rural areas where there is a significant
percentage of small to midsize businesses.

Single Payer Proposals :

Under the single payer approach, the federal government
whould finance health care through a universally available plan
with revenues from broad-based payroll or income taxes, or
both. In only one proposal, sponsored by Rep. Dingell, the
system would be financed by a value-added tax on all produced
goods and services, The single payer model assumes a much
diminished role for private ingurance, and in several proposals,
private insurance would be eliminated completely. Most single
payer plans allow individuals to chose among providers and all
maintain a private delivery system. In all the single payer plans
government (gither federal or state) assumes a leadership role in
setting national spending limits, defining a comprehensive range
of covered services (usually incinding long-term care), ensuring
portability between states, and ensuring quality and cost-
efficiency.

1t has been argued by proponents that a single payer
approach most effectively and expeditiously guarantees univer-
sal coverage. Additionally, this approach 1o universal access has
the greatest potential for increasing efficiency and reducing the
excessive administrative costs associated with a multipayer
system. This approach would eliminate the cost-shifting that
currently occurs between public and private payers. Because it is
based on the principle of progressive financing, the costs of
health care services would be equitably distdibuted throughout
the population based on the ability to pay. Additionally, univer-
sal coverage through a broad-based progressive tax would
achieve the policy goal of spreading the risk of higher cost users
across the whole population, equalizing the cost among al users.

Opponents of a single payer pian cite disincentives to

_innovation resulting from artificial restraints on the protiferation

and diffusion of medical technology and the possibility for
health care rationing as chief among the reasons that & single
payer plan would not be palatable to the American people. These
arguments have particular relevance to rural areas where the cost
effectiveness of rural hospitals purchasing highly technical
diagnostic equipment has long been debated.

Managed Competition

Newly introduced as a specific legislative proposal, man-
aged competition, also known as the Enthoven plan, is receiving
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increased attention from both federal and state policy-makers.

The philosophy of reform embodied in the managed competition

. mode] is described as “a competitive health system where health

insurance and health care competition is motivated, structured

and regulated to reward with the most customers those health
care organizations that get the best results at the lowest costs. By
inference, those customers who choose a healthy lifestyle and
the most cost-effective health organizations are rewarded with
the best health care at lower expense. Coverage is universal.

Quality is uniformly and objectively measured on the basis of

health outcomes” (Jackson Hole Group, 1992). ]
The managed competition model was developed principall

by Alan Enthoven, an economist from Stanford University. The
guiding principles of this model arc solidly based in economic
theory, a feature that makes this approach highly compatible
with much of the current policy thinking surrounding health care
reform, Specific features of the model include:

.« atotally private sector health care system;

+  employer-based coverage (employers would be mandated to
provide full-time workers with coverage through a pooled
prudent purchaser, i.e., a sponsoring organization that
functions as a broker between private Insurers, providers
and purchasers);

«  acapped federal tax exclusion for health benefits based on
the Jowest cost plan in a region; and

+  three private sector boards that would be responsible for
developing standards and a Security and Exchange Commis-
sion-like independent, quasi-governmental agency to
administer the boards; a range of uniform health care
benefits; and standards for the prohibition of medical
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underwriting, waiting periods, and exclusions for pre-

existing medical conditions,

Although not explicitty addressed in the managed competi-
tion moded, it is assumed that the current Medicaid and unem-
ployed and underemployed uninsured population also would be
covered through a sponsoring organization uader other than an
employer avspice. Inherent in this approach is the idea of
“snformed customers” and “customers who choose healthy
lifestyles and cost-effective healith organizations {being] re-
warded with the best health care at lower expense” (Jackson
Hole Group, 1992). From a medically undérserved rural perspec-
tive, this approach to health care reform and system re-structur-
ing warrants close and careful scratiny because of the limited
available resources in rural areas.

As was discussed in Part H of this paper, persons living in
raral areas are more likely to live on the margin economicaily;
are less likely to visit physicians and other health care providers;
and most importantly, are less likely to have a range of health
care providers and services to choose from. If the underlying
principle of managed competition is a “market” in equilibrivm—
that is, informed consumers and a balance between supply and
demand, then much needs to be done to shore up the supply of
quality health care alternatives in rural areas as well as educating
consumers in how to wisely use these newly acquired choices.
Any serious proposal based on market competition must first and
foremost deal with the issue of resource availability including
providing the necessary fiscal inducements to ensure that
sufficient providers exist to compete for the available “custom-
ers” of care in rural areas.
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1. The 19 states are as follows: Alaska (57.6%}, Arkansas (60.5%), Idaho
(30.4%), lowa (56.9%), Kansas (47.2%), Kenmcky (54.2%), Maine
{63.9%), Mississippi (69.7%), Montana (75.8%), Nebraska (52.8%), New
Hampshire (43.7%), New Mexico (51,6%), Nonh Carolina (44.7%), Nosth
Dakota (62%), Okishoma (41.2%), South Dekota (73.3%), Venont
(76.9%), West Virginia (63.7%), snd Wyoming (71%). '

4. Asnoted in Health Care in Rural America (OTA, 1990) and clsewhaore
{Cordes, 1989), “rurl” is varionsly defined by, sroong otbers, the 1LS,
Busesu of the Censas and the federal Office of Management and Budget.

For the purposes of this paper, dite on rural residents gre.acunally data on
not-metropolitan residems usiless otherwise noted.

3,  Self-reporied health stams has been welk documented to be & highly reliable
predictor of actual health status when validaed by medical charts md
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National Health Care Reform Proposals

National Health Reform Proposal Scorecard
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A Comparison of Select National Health Care Reform Proposals

Proposal Type of Reform

Delivery Systemn

Eligibifity

oy or Play Proposdls

0.5 10 1 percent se-aside in public

Enhancemnents

Ingmmal.allpmsoﬁs not covered by

Pepper Commission A "pay or play" plan, universal

Health Access Reform coverage after full implementation  plen (estimated $1 billionover 5 Medicare or through an employer

Act of 1991 through employer-based plans and  years) for development of pricaary  would be included in a federally

, expanded Medicare Programfor ~ care ceniers and public health administered public plan.

HR. 2535 Waxman a1l others (Medicaid phased ont).  clinics in edically underserved

. areas; reimbursement for aurse
praciitioners, physician assistants
and social workers.

Affordable Health Care A "pay or play” plan, workersin  $1.3 billion over 5 years for Phased-in coverage for all workers

for all Americans— firms with more than 25 employees  expansion of primary care clinics (5 year plan), all others covered

HEALTHAMERICA covered; unemployed and workers  (community and migrant health under AmeriCare (replaces Medic-

: in small firms covercd under new  clindes) in medicelly inderserved  aid).

S. 1227 Mitchell public plan—AmeriCare {replaces  aress; incentives for managed care;
Medicaid), practice guidelines developed.

S. 1177 Rockefeller A "pay orplay” plan mixed witha 0.5 1o 1 percent set-aside (esti- ANULS, citizens {except Medicare
newly created federally adminis-  matéd 1o be 31 billion over § years) beneficiaries) woukd be enrolled in
teved public plan, fordevelopment of primary care either an employer-baged plan or

ceriters and public health clinics the public plan.
serving medically underserved -
areas,

‘Mixed: Market Reform/Public Benefit

Health Insurance Coverage Private insurance reforms.

Not applicable. Employees in firms with 2 1o 50
and Cost Containment m"ymw‘:;z work atleast 17.5
Act of 1991 pet
H.R. 3205 Rostenkowski
Health Equity and Private msurance refosms; Expanded funding for community  To the extent individuals and
Improvement Act of 1991  encowrages the development of health centers (2.9 billionover 5 employers purchase insurance and

1636 Chaf: state plans for the remaining yenrs) and the National Health states establish new public programs,

5,193 ce urtinsured, Service Corps (to provide access to  coverage is expanded. '

7.5 million people over the next 5

years); increase funds for childhood

immunizations (350 million per

year); fund a new program to help

develop cost-cfective health

delivery systems in MUAs;

increased funding for AHECs,

Medicare Rural Health Outrepch

Grants and EACH; encourage the

development of private secior

managed care delivery systems.
18 Netional Rural Healih Assoclation




May 1992

Benefils Financing

Consumer Cosls/
Credﬁs ‘

Administration

Mintmum benefit package Presniums paid by cmployer; public No prexajum costs for persons be-  Public plan administered by federal
{physician, hospital, clinic plan premiums based onincome;  low povexty level; based gnincome  government; regulanon of private
strvices, prenatal and well child additional fimding for public for persons between 100.and 200 plans.
care, pap SMears, ManInograms program from & surtax.on personal  percent of poverty; no cost shering
and limited mental health). and corporate income. on preventive services; $250

deduciible for ndividuals, $500 for

families, $3,000 per year stoploss;

100 percent tax credit for self-

employed who purchase basie plan,
Minimum benefit package Employerfemployee share80/20  No premiums for personsbelow  Public program administered by states
(physician, hospital, prenatal and  based on anrual premium of poverty level in public plan; $250  under federal guidelines; federal rules

- well child care, pap smears, $1,.717; raises SSHI taxable wage  per year deduetible for individuals; governprivate insurance reforms,
mammograms and limited mental o $200,000; public plan preriums 3300 per year‘for families; 20
health), long-term care only for based on income; other payroll percent co-insurance; §3,000 per
low-income beneficiaries. taxes and surtex on personal and  year sioploss for employe:r-based
corporate mcome. nsurance.

Bothemployer-based and public  Employerfemployeepremivms, Low-income unemployed waived  Priblic plan federally administered by
plans would cover inpatient general revenes and individual from premiums, co-paymentsand  HCFA.
hospital care; outpatient services;  payments. deductibles; unemployed persons

“chuic services; physician services;
ural health clinics and preventive
care (home visits, well child care,

. mamynography, pap smears).

with incomes below 200 percent of
poverty will have subsidized
premiums, deductibles and co-
‘payrhents; in genersl, 80/20
premium roles would spply to
employed persons; $250 per
individual and $500 per family

yearly deductible (no deductible for

preventive care); 20 percent co-
insurance and $3,000 per year
sioploss.

Minimum benefit packagebased  Self-funded by policy holdersand 100 percent tax credit for self- Standards esiablished by DHHS
on Medicare with gdded preventive  employerconiritsations, erployed who purchase the basic  secretary; states may administer
services, plan. standgrds under federal guidelines.

For small businesses, DHHS would  Financing of expanded coverage by  Tax credils for individuals {$600) Federal stepdards for health
define a basic benefit packagesin  private inswrance premiums shared  and families {$1,200)—ihe credit is  insurance reforms established by the
new public program no federal by employers snd employees; phased out at $32,000 for a family  secretary of DHHS; states respon-
support for Tong-term care. sharcd federsl-state funding for snd $16,000 for an individual; tax  sible for the administration of the
. new poblic program (new program  credits for smali businesses; new public plan.
would eventoally replace Medie-  persons without employer-based
aid). insurance: and the self-employed
would receive 100 percent tax
deduction for the premiums they
pay: tax credit up to $250 for
preventive care.
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Proposal Type of Reform

Delivery System
Enhancemenis

Eligibility

st R vt LA Rl e e e A T et LA a e S e e

"Mixed: Market Reform/Public Benefit Expansion Proposdls (continued)

Health Insurance Reform  Private insurance reforms. Increases authorization for Employees in small firms with 2 o
and Cost Control Act outcores research from $110 50 employees.
million to $175 million m FY
S. 1872 Bentsen 1992; $225 million in FY 1993;
and $275 million m FY 1994,
Health Equity and Access  Private insurance reforms. $4.5 billion in grants over Syears  Employees in small firms with 3 to
Reform Today (HEAR to community health centers to 25 employess.
H.ER. 1565 Joh:;son D expand services and improve birth
) onteomes.

A national health insurance plan,

| Uriversol Coverage, Singie Payer Proposais

Universal Health Care Act Qutcome research and practice All legal U.S_ residents.
of 1992 single payer, universal coverage,  guidelines; preventive services
HR. 1300 Russo private insurance eliminated. covered; national plen for training
. health persormel.
S. 2320 Wellstone
MediPlan Health Care Act  Anational health insurance plan, Not applicable. All legal U.S. residents.
of 1991 universal coverage through
H.R. 650 Stark expansion of Medicare.
Comprehensive Health iky mmﬂm' health Plal;ll adsinistered 1 hi;!i‘if}c%or S:fgtms d;;'elopmmt &lle;eéi;:n ergmdems « €XCEPL:
r icans e §tates, universal coverage - inmu y underserved arpas; ciarics.
gaé.e;'t:) All Amerd for all but Medicare beneficiaries,  reimbursement for PAs, NPs, .
™ akar private insurance climinated. CNMs, and social workers.
American Health Security A nstional healdy insurance plan, Home and community-based long-  Alllegal U.S. residents.
Plan universal coverage, and publicly term cave services are covered;
S. 2513 Daschie finameed. Federal Health Board will sponsor
. efforts by states and providers to
create innovative approaches o
health care delivery; health traming

budgets with instintions must
include at least 50 percent to primary
care pracrifioners, must fund non--
hospital-based residency progreans,
must take into account the higher
costs of placing students in rral
areas, and must fund the training of
non-physician practitioners.

National Health Care and  Universal coverage through state

Encourages stafes to develop their  Alllegal U.S. residents.

Cost Containment Act administered single payer system.  own umiversal health insurance -
*“Yermont Plan® systems, potential for state
innovations.
H.R, 2530 Sanders
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Benefits

“Two required packages: a mini-

Financing

Financing of expanded coverage

Consumer Costs/
Credlits

100 percent tax deduction for health National Association of Insurance

Adminisfra’rion

mum package based on Medicare  shared by employers and insurance premiums paid by the Commissioners defines standards for
. benefits plus preventive care; and a  employees, self-employed. health insurance reforms. If NAIC
*stripped down” plasn. . fails to do so, the DHHS secretary -
will set and enforce them.
Minimumn benefit package with- Financing of expanded coverage 100 percent tax deduction for - Same as Bentsen's provisions.
bastc hospital, medical, surgical shared by employers and health insurance premivms paid by
¢nd some preventive care. employees. the self-employed in managed care

Physicien and hospital care, home

plans or plans with a 30 percent co-
payment provision. ‘

No premiums, Co-payrents or

Six percent payroll tax on employ- State administered imder federal
health care, prescription drugs, 18, 4 pereent corporate tax on deductibles. rules and guidelines.
Tong-tenm care, dental, preventive,  firms with profits of more than
ision and limited mental health.  $75,000; increase top income
bracket 1o 38 percent (persons with
ingcormes of more than $200,000).
Medicare benefits plus wellbaby  Employer/employes share 80/20;2 No premiums; $500 per year Administered by DHHS secretary
‘and child care, preventive dental,  percent tax on gross income of deductible except for low-income  through fiscal intermediaries (same
‘prescription drugs, glesses, hearing  single taxpayers with incomemore  pregnant women and children as Medicare).
‘ids, prenatal care and family than $16,000 and for couples with  below 200 percent of poverty level;
plarming, income more than $32,000; 2 deductibles income related;
. percent corporate income tax and  Medicare co-insurance rules 2pply;
state contributions. $2,500 per yeer stoploss.
Dependent on state plans. Mini- Fedexal revenues and state Fncome-related cosi-sharing; states  National Health Board established,
mum benefit package woild matching funds. can impose deductibles and co- jointly administered between federal
‘inclede physician, hospital, prenatal imsurance; no deductibles for and state government,
“and well child eaxve, limited mental pregniant women or familics below
health and substance abuse, and 150 percent of poverty; $1,000 per
“hospice: year stoploss for individuals and
$2,500 for couples.
Physicien and hospital care; ail 80 percent fedesally funded _ The Federal Health Bourd will A Federal Health Board (appointed
‘medically necesgary care; preven-  through Fedexal Health Trost detcrmine co-payments and out-of- by the president and confirmed by
‘tive care; prescxiption drugs; Fund—sources of revenue include  pocket limits based on principles of - the Senate) will specify sexvices and '
outpatient merttal health; substance  individual premiums based on fairness sand appropriate utilization  budgets; the program will be state
dbuse; ome health and rehabilita-  progressive tax; employer tax; and of services. admministered; and the plan will be
tion; and long-term care. funds currendly in Medicare, poriable among the states,
Medicaid and CHAMPUS; states
fund additdonat 20 percent
{replaces Medicaid).
Woild vary by state, but would Presumed 1o be budget neuiral Not applicable. States,
include hospitalization, physician,  because states would be allowed 1o
dental and long-term care. pool Medicare, Medicaid and other
federal and state health funds o
finance state health plans.
National Heglth Poficy Reform: The Rurat Perspective 21



Proposal

Type of Reform

Delivery System Eligibility

Enhancerments

_Universal Coverage

Health U.S.A. Act of 1991 ;Ah:ma] plfm c;;alaimmmd by An estimated SS;eﬂvliim'over fiv;: All legal U.5, residents.
" states, wv coverage. years 10 support opment o
S. 1466 Kerrey health cfinics in medically
uniderserved aeas.
National Health Insurance . A nations health plan targetedat . Grants-in-aid for training and Employees and their dependents;
Act of 1991 : warking Americans and their educiation. : Sociel Security and civil service
HR. 16 Dingell dependents; administered by state retirees; dependents of above groups;
&0 and local entities. nop-workers are optional.

BasicCare Health Access

Establishes a single, nationally

- Significantly expands funding for

At the end of threé years all citizens

defined core benefits package and  National Health Service Corps would be enrolled in BasicCare.
gl'fg: st Control Act, leaves its administration and ($120 million for each of five
ckman _ financing in the private sector, years); physicians allowed a 31,000
in a heatth professional shortage
arex (NPs and PAs would receive o
$500 per month credit); new fund-
ing for community health centers
and oiher state and local public health
clinics (3600 million annually).
Health Empowerment and A mafndale onemployers to Encourages managed care, Employed peérsons.
Access Legislation (HEAL) [Provide access lo group coverage
H.R. 1230 Grandy (uot that they provide coverage).
President Bush's Mmk::z:sﬁvr:fom % flnc:fmm;ies the %Vdowdg& , Potential exllnlmﬁed acmge forthe
: : 1ax credits, topmentof basi urance Networks s} uninsured who parc] insurance in
Comprehensive Health benefit plan for smali employess  for the purpose of pooling soxall the private market.
Care Reform and HIAA market reforms. businesses to purchase insurance
products; encourages the use of
coordinated care including HMOs,
PP(s, and other forms of managed
care; expands funding for commu-
nity and migrant hedlth centers and
the National Health Service Corps.
22 National Rural Heolth Association




Benefits

Financing

" Consumer Costs/

Administration

Physician and hospital care;

Credits

1 Consolidates fonds curcently spent  Anmusl deductible of $100 per Federal administration at DHHS
preventive services; limited mentat  in Medicire, Medicaid andother  individua] and $300 per family; 20 (guidelines 1o states), Program
health and substance abuse; mursing  health programs &nd state funds percent co-insurance; $5 for first  administered by states of regions
home and home health care; cammitted to health programs; 5 physician visit; $1,000 individual  through public planning process.
prescription drugs, 1ab and percent payroll tax; aleohol and cap for out-of-pocket experises
disgnostic services. cigarette taxes; 2 peroent tax on {$1,500 for family of two); no cost
non-wage income; niew 33 percent  sharing for preventive care, hospital
top federal tax bracket; increase in  care or first three months of nursing
g te: incomne tax; raises home care; Jow-income persons
OASDHI taxable wage 10 protecied.
“; $125,000.
oo All medical (hospital and physi- A § percent national value-sdded  No cost-sharing required in starute;  Administered by Jocal agencies
{ cians) and dental care; preventive,  tax on all products and services. teft to the diseretion of national designated by state health depart-
therapeutic and periodic exams; board. ment. Administered nationelly by 2
‘. podiatry; home nuesing; and eye five-member Nationat Health
i glasses.

Insurance Board.

; : i
i The BasicCare plan would cover 100 percent tax deduction for al}

; Existing Medicaid appropriation; Independent expert commission that
basic hospitalizations, basic would Himit current 100 percent tax  ¢overed individuals (either will contract with regional and local
, | outpatient services, catastrophic deduction for employer health employer or self-employed eligible  entities for the collection and
i .. voverage, extraordinary long-term  benefit contribution to the costof  for deduction); vouchers forlow-  -dissemination of quality and cost
. care costs, prescriptions drugs, the BasicCare plan; a limited draw  income persorss to purchase date,
; periodic health exams, and from the Social Security payrolf tax  BasicCare coverage.
i preventivecare, {not to exceed 1 percent).
Basic acute care benefits. Employer and employes premiums. 100 percent tax deduction for self-  Private market.
emnployed; existing deductibles and
co-payments assumed in force.
States would be required to develop Employer and employee premiums.  Health insurance tax credit $1,250 Private merket.
a basic benefit package equal 10'the per individusl, $2,500 per couple,
value of the health insurance credit. and $3,750 per family for persons
with incomes up to $50,000,

f $65,000 and $80,000, respectively.
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National Health Reform Proposal Scorecard
National Rural Health Association's Necessary Components for National Healih Reform

H.R. 1300 HR.3205 HR.2535 H.R. 650 HR.B
Russo/ . Rostenkowski Waxman Stark Oaker
Necessary $.2320 $.1227 8.2513 5. 2513
Component Wellstone  Mitchell , ' Chafee Daschle
Universal Access
ALLULS, residents - +Hr — et R s e ek
covered (phased in)
Premiums based on ability ~ N/A ++ ++ ot N/A b - ++
1o pay
Dieductibles, co-payments N/A ++ + + + + - Most
based on ability to pay ’ likely
Federsl costs 1o expand g ek NiA  d bt it N/A S
sceess funded through
progressivé taxes
Self-cinployed receive 100%  N/A Unknown 4t 4 N/A N/A 4 N/A
tax deduction for premiurs .
Comprehensivebenefits R A it o e . ++ i+
Federal Leadership
Federal government i - At +++ +H b e i+
establishes eligibility standards
and benefits coverage
Federal govermment i and +it ++ Unknown et - Unknown
establishes spending limits
Federal government +H+ ++ H+ i+ it Maist o T
establishes equitable Jikely
reimbursement policies for
providers under public programs
Federal government S aad Aot ¥ -+ 4 Most — +HE
responsible for strecamlining ) likely
claims processing procedures
Federal government +H- ++ - ++ +F ot — +++
sssures poriability ‘
" of plans

State and Local Self-Determination

Rural representation oi " — —— e e — — —— —
transition terms and pelicy
boards

Local planning and — e . e — - — —_
evalnation efforts

Flexibility inmanaged care — e . — - - —_ —
oiher utilization control
and siechanisms

States assure equitable health — —— — o — — —
careresource distribution
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Legend:
+++ Highly consistent with NRHA principles + Minimally consistent with NRHA principles
++ Moderately consistent with NRHA principles — Nt consistent with NRHA principles or not addressed

HR. 1565 HR.16 HR. 12X H.R.2530

Johnson Dingell Grandy Sanders
5.1872 §. 1466 §.2346 S. 117 Preslident '
Bentsen Kerrey Kassebaum Rockefelier_ Bush
- - et Pt e . o — +
(phased in}
e e At Unknown Unknown +4 e i R
— i et Uniniown Unknown ++ - T e —— N/A
N/A N/A e ++ ++ et — e bk
NI BN Unknown N/A bt o et bt N/A
+ + N Ad Unknown ++ : ++ L —_— Unélear
- — b Unknown — R — - Ao
— — b Unknown — g - o Unknown
— - et el — it — —_— ++
e — P Unknown -— A+ s —_ Unknown
— - et ++ —_ + - - R
++ ++ —— Unknown R o — a— w——
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N
C

H.R. 1300

Russo/
ecessary 8. 9320

omponent ' Wellstone

CH.R.3205 FLR.2535
Rostenkowski Waxman
S. 1227
Mitchell -

H.R. 650 HR.8
Stark Oakar
S.2513 S.2513
Chafee Daschle

Community Development

Federal fiscal incentives for e
rural community-boilding :
activities

Consumer Choice

Mulﬁple delivery system -+

- options

Financing Incentives

Flexibility in provider A
payment mechanisms

Incentive for care e
coordination services

Expension of raral —
health outreach grants

Guidelines for direct C e
reimbursementt of nurse
practitioners, certified nurse
midwives, physician assistants

and other allied health

professionals

Increased funding for migrant -+
and community health

centers as well as other

innovative delivery models

in rural areas

Federal financial inceniives e
for development of

comprehensive raral delivery
systems

Federal funding for rzral n
hospitals

) R
(not for operations)

—_ —— ++ Most
Tikely

— — b Most
' likely

— ++ ++ Most -
: likely

— C : ot Most
Likely

Education and Training of Health Personnel

Expansion of the National Most
Health Service Corps, area likely
health education centets, and
interdisciplinary iraining grants

Medical education standards  Most
for training of primary care  likely
physicians

o s -+ Most:
Likely -

Ambulatory training e — — — —_ — — —
experiences in rural areas
Quality and Efficiency
Tnereased fumding for Most Most — — - — —_— —_
gutcomes research tikely Tikely
“National standards cstablished  Most 4+ + - - — — —

for systems accountability likely
and quatity assurances
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H.R. 1565 H.R. 16 HR. 1230 H.R. 2530
Johnson Dingel N Grandy Sanders
5.1872 8. 1466 8.2346 8. 1877 President
Bentsen Kerrey Kassebaum  Rockefeller Bush
-+ i e Unknown — o ++ -+ et
4 A+t 4 At i+ 4 - 4+ +
L L= — — o+ B AR -+ — i
(not for operations)
— - At e ++ e — — —
—_— — — Most a e ++ — —
hkely ‘
—_— o, — o 4 —_— J— —— e
B e —_ — - o —— — e
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