
HEALTH CARE AND HUMAN SERVICES POLICY, RESEARCH, AND CONSULTING - WITH REAL-WORLD PERSPECTIVE.

Health Reform and Employer Costs
Health Action Council: Kick-Off Conference

January 28, 2010



1www.lewin.com
500681

Comparison of Health Reform Bills Now Before 
Congress 

Must cover dependents to age 27Must cover dependents to age 26Dependent Coverage

5.4%surtax on incomes over $1.0 
million; excise tax on device 

manufacturers; 

Excise tax on high-cost plans (greater than 
$8,500 single, $23,000 family), drugs 

and Medical devices
New Taxes

Reduce growth in provider paymentsReduce growth in provider payments Medicare/Medicaid Cuts

2:1 on Age3:1 on Age; 1.5:1 on Tobacco useRating Restrictions

YES; No Lifetime LimitsYES; No Lifetime LimitsGuarantee Issue

400% FPL, 1.5-12% cap as % of income400% FPL, 2.8%-9.8% cap as 
% of income

Premium & Cost Sharing 
Subsidies

150% of FPL, 91% FMAP133% of FPL; 89% FMAP; Plus 23% CHIPMedicaid Eligibility 

Up to 50% credit for firms <25 workers; 
average payroll <$40,000 per 

worker

Up to 50% credit for firms <25 workers; 
average payroll <$50,000 per worker

Small Employer Tax Credit 
(two year limit for each firm)

2.5% of income up to premium amountGreater of $750 per person and 2% of incomeIndividual Penalty

Unless premiums > 12% incomeUnless premiums > 8% incomeIndividual Mandate

Up to 8% of payroll for firms with over 
$500,000 payroll

Up to $750 per full-time worker; 
Firms with 50 or more workers onlyEmployer Penalty

House BillSenate Bill
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New Health Insurance Exchange under Reform 
Proposal 

HSA

Individuals Small FirmsSelf-Employed

Health Insurance Exchange Modeled on FEHBP:
Health Plan Choice

BCBS Standard 
Option

HMO #1 New Public
Plan

Private Plans
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Illustrative Cost-Sharing Amounts Consistent 
with Actuarial Valuation of Health Plan Options

$297$254$424Per Member Per Month 
(PMPM) in 2011

$10,000$11,900$0Family

$5,000$5,950$0Single

Out-of-Pocket Limit

0%0%0%Preventive Care

25%50%0%Prescription Drugs

25%50%0%Medical Services

$3,000$9,000$0Family

$1,500$4,500$0Single

Medical Deductible

25%35%0%Hospital Coinsurance

$1,500$4,500$0Hospital Deductible

0.700.601.0Actuarial Value

House Bill
“Basic” Package

Senate Bill  “Bronze”
packageWithout Cost Sharing

Minimum Benefits Packages
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Medicaid and CHIP Eligibility for a “Typical 
State” Under Current Law 
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Changes in sources of Coverage under the House and 
Senate Bills Assuming Full Implementation in 2011 
(millions) 

Medicaid Employer
Coverage

Individual
Coverage

Uninsured Employers
who Drop
Coverage

Newly
Covered
Employer

Plan

Net Change
in Employer
Coverage

13.6

-3.3

18.1

-28.3

-16.7

13.4

-3.3

11.8

-2.3

20.1

-29.5

-18.1

15.7

-2.4

All Individuals Individuals with Employer Coverage

Senate Bill
House Bill
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People Who Remain Uninsured under the House and 
Senate Bills Assuming Full Implementation in 2011 
(millions) 

Premiums
Over 8% of

Income
3.8

Uninsured
Less Than
3 Months

Adults
Below

FPL
3.5

Undocumented
Immigrants

3.9

Do Not Pay
Penalty

Pay
Penalty

Senate Bill = 20.8

Pay Penalty
10.8

Non-filer
4.7

Undocumented
Immigrants

3.7

House Bill = 19.5
Total Remaining Uninsured

55.1%

24.0%
18.9%

Premiums Over 
12% of Income

0.4

2%

18.3%

5.8%

16.8%

3.8%

36.5%

18.8%

Premiums
Over 8% of

Income
3.8

Uninsured
Less Than
3 Months

1.2

Adults
Below

FPL
3.5

Undocumented
Immigrants

3.9

Do Not Pay
Penalty

0.8

Pay
Penalty

7.6

Senate Bill = 20.8

Pay Penalty
10.8

Non-filer
4.7

Undocumented
Immigrants

3.7

House Bill = 19.5
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Change in Federal Deficit under the House and 
Senate Bills: 2010-2019 (billions) 

Change in Deficit
2010-2019     2020-2029

Senate Bill -$68 -$181
House Bill -$135  -$31

$4.6

$8.1

-$41.3

-$3.0

-$13.2

-$10.6

-$17.0

-$8.7

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

-$45.3

$21.8

Change in Deficit
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$8.1

-$41.3

-$3.0

-$13.2

-$10.6

-$17.0

-$8.7

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 20292010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

-$45.3

$21.8
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Federal Costs and Revenues for House and 
Senate Bills: 2010-2019 (billions) 

$986

-$131

$855

-$488
-$435

-$68

$1,083

-$211

$872

-$436

-$571

-$135

Total New Penalties Costs Net Medicare & New Tax Net Change
Program and Offsets of Offsets Medicaid Revenues in Deficit

Costs Spending (shown as
Offset)

Senate Bill
House Bill

Program Costs Financing

$986

-$131

$855

-$488
-$435

-$68

$1,083

-$211

$872

-$436

-$571

-$135

Total New Penalties Costs Net Medicare & New Tax Net Change
Program and Offsets of Offsets Medicaid Revenues in Deficit

Costs Spending (shown as
Offset)

Senate Bill
House Bill

Program Costs Financing
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Medicare and Medicaid Savings under the House 
and Senate Bills: 2010-2019 (billions) 

Medicaid
DSH

$18.5
3.8%

Medicare
Advantage
Payments

$119.3
24.4%

38.1%Medicare
Provider
Payments

$186.2

Medicare
DSH

$24.4
5.0%

4.8%

Medicare and Medicaid Spending Reductions = $488.1

Medicaid
DSH

$10.0
2.3%

Medicare
Advantage
Payments

$169.9
39.0%

55.5%

Medicare
Provider
Payments

$241.8

Medicare
DSH

$10.0
2.4%

0.9%
Other

Changes
$3.7

Medicare and Medicaid Spending Reductions = $435.7

House BillSenate Bill

Other 
Changes
$139.7

28.6%
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$10.0
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55.5%
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Medicare
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$10.0
2.4%
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Other

Changes
$3.7

Medicare and Medicaid Spending Reductions = $435.7

House BillSenate Bill

Other 
Changes
$139.7

28.6%
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Provider Payment Reductions for Medicare under the 
House and Senate Bills: 2010-2019 (billions) 

Physician
and Other

$3.3
1.4%

23.5%

9.8%65.3%

Home
Health
$56.7

SNF
$23.8

PPS
Hospitals
$158.0

Medicare Provider Payment Reductions = $241.8

House Bill

Physician
and Other

$0
0%

21.2%

10.2%

68.7%

Home
Health
$39.4

SNF
$19.0

PPS
Hospitals
$130.7

Medicare Provider Payment Reductions = $186.2

Senate Bill
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Number of People with Policies subject to the Excise 
Tax on High-Cost Health Plans under the Senate Bill 
(millions) 

Number in “High Cost” Plans Type of Beneficiary

10.0%

90.0%
Workers and
Dependents

27.8

Retirees
3.1

Number in 2014 = 30.9 million

30.9

49.8

70.4

90.6

2014 2019 2024 2029

Number in “High Cost” Plans Type of Beneficiary

10.0%

90.0%
Workers and
Dependents

27.8

Retirees
3.1

Number in 2014 = 30.9 million

30.9

49.8

70.4

90.6

2014 2019 2024 2029
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Change in Federal Deficit under the House and Senate 
Bills: With SGR Correction 2010 – 2019 (billions) 

2010-2019     2020-2029
Senate $160 $503
House Bill        $93         $653

-$21.0

$9.7

$35.0

$12.0

$49.6

$15.5

$53.8

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

$124.7

$57.5

$21.0

2010-2019     2020-2029
Senate $160 $503
House Bill        $93         $653

2010-2019     2020-2029
Senate $160 $503
House Bill        $93         $653

-$21.0

$9.7

$35.0

$12.0

$49.6

$15.5

$53.8

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 20292010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

$124.7

$57.5

$21.0
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Impact of the House and Senate Health Reform Bills on 
State and Local Government Spending: 
2010 – 2019 (billions) 

-$32

-$116

$48

$2

-$98

$59

-$113

$20
$10

-$24

Medicaid and

CHIP

Safety-Net

Programs

State and Local

Workers Health
Benefits

Increases in Tax

Revenues

Net Changes

Senate Bill
House Bill

-$32

-$116

$48

$2

-$98

$59

-$113

$20
$10

-$24

Medicaid and

CHIP

Safety-Net

Programs

State and Local

Workers Health
Benefits

Increases in Tax

Revenues

Net ChangesMedicaid and

CHIP

Safety-Net

Programs

State and Local

Workers Health
Benefits

Increases in Tax

Revenues

Net Changes

Senate Bill
House Bill
Senate Bill
House Bill
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Change in Private Employer Health Spending Per 
Worker under the House and Senate Bills for Currently 
Insuring Firms: If fully implemented in 2011 

-$1,191

-$910

-$380

-$152

-$6

-$277

-$829

-$362

$412

$259 $234
$113

Senate Bill
House Bill

Fewer than 10 10-24 25-100 100-1,000 1,000 or more All Firms

-$1,191

-$910

-$380

-$152

-$6

-$277

-$829

-$362

$412

$259 $234
$113

Senate Bill
House Bill
Senate Bill
House Bill

Fewer than 10 10-24 25-100 100-1,000 1,000 or more All Firms
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Change in Private Employer Health Spending per 
Worker under the House and Senate Bill for Currently 
Non-Insuring Firms: If fully implemented in 2011 

$357

$234 $244 $267
$310 $297

$629

$442

$949

$1,182 $1,182

$800

Fewer than 10 10-24 25-100 100-1,000 1,000 or more All

Senate Bill
House Bill

$357

$234 $244 $267
$310 $297

$629

$442

$949

$1,182 $1,182

$800

Fewer than 10 10-24 25-100 100-1,000 1,000 or more All

Senate Bill
House Bill
Senate Bill
House Bill
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Change in Private Employer Health Spending under the 
House and Senate Bills: 2010-2019 (billions)

2010-2019     2020-2029
Senate -$77 $197
House Bill        $372     $1,180

-$4.9

$-1.9

$47.8

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
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-$2.9

-$21.5

$40.9

$160.4

$111.5

$76.2
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Changes in Average Family Health Spending by Age of 
Family Head Assuming Full Implementation in 2011 
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$271

$163
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Change in Average Family Health Spending by Current 
Family Spending under the House and Senate Bills 
Assuming Full Implementation in 2011 

Senate
House

Under
$1,000

$1,000-
$2,500

$2,500-
$5,000

$5,000
$10,000

$10,000+ All Families

Family Health Spending

$744

$390
$224 $118

-$2,424

$83

$811
$532

$332

-$185

-$2,936

$83

Senate
House

Under
$1,000

$1,000-
$2,500

$2,500-
$5,000

$5,000
$10,000

$10,000+ All Families

Family Health Spending

$744

$390
$224 $118

-$2,424

$83

$811
$532

$332

-$185

-$2,936

$83
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Changes in Average Family Health Spending under the 
House and Senate Health Reform Bills in 2011 

Under
$20,000

$20,000-
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Change in National Health Spending under the 
House and Senate Bills 2010-2029 (billions) 

Change in Spending
2010-2019     2020-2029

Senate $263 $589
House Bill        $428         $982

$0.2

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
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$59.0

$70.9

$44.8

$6.9

$130.0

$92.9
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Changes in National Health Spending Under the 
House and Senate Bills: 2010-2019 (billions) 
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-$236

$53
$30

$63

$262

$373

-$44

$12 $7

$82

$429

Senate Bill
House Bill

New Utilization Changes in
Benefits

Provider Payment Cost Shift Administrative
Costs

Change in Total
Spending
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 “I would advise that we try to move quickly to coalesce around those 
elements of the package that people agree on.” President Obama –
January 20, 2010 (interview with ABC News)

 Reported areas of common agreement:

 Eliminating pre-existing condition clauses

 Ending separate rates for people because of gender

 Closing the coverage gap in Medicare prescription drug coverage

 Extending parents' insurance to dependent adults until age 26

 Basing Medicare provider payments on quality rather than volume

 Flashpoints in the legislation include:

 Creation of Exchanges

 Whether there will be an expansion of coverage and how to finance it

 Antitrust protections for insurance companies

Latest Information on Items with Broad Support


