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MANDATED EMPLOYER PROVIDED HEALTH INSURANCE 

Between 25 and 3 7  m i l l i o n  Americans under  t h e  age  of 65 l a c k  h e a l t h  
i n s u r a n c e .  Recent  e s t i m a t e s  have  drawn s p e c i a l  a t t e n t i o n  t o  t h e  working  
u n i n s u r e d :  o v e r  two- th i rd s  o f  t h e  un insu red  a r e  employed o r  t h e  d e p e n d e n t s  
of employed i n d i v i d u a l s .  

The growth  i n  t h e  number of un insu red  has  o c c u r r e d  a t  a  t i m e  when 
changes  i n  reimbursement  p o l i c y  by p r i v a t e  i n s u r e r s  and t h e  F e d e r a l  
Government have  made i t  more d i f f i c u l t  f o r  h o s p i t a l s  t o  s h i f t  t h e  c o s t s  of 
t r e a t i n g  t h e  u n i n s u r e d  t o  p r i v a t e l y  i n s u r e d  p a t i e n t s .  Consequen t ly ,  
a c c e s s  t o  h e a l t h  c a r e  f o r  pe r sons  l a c k i n g  i n s u r a n c e  i s  a  growing conce rn .  
These  developments  have l e d  t o  new c o n g r e s s i o n a l  i n t e r e s t  i n  t h e  problems 
of t h e  m e d i c a l l y  un insu red .  Faced w i t h  s u b s t a n t i a l  F e d e r a l  budget  
d e f i c i t s  and  d i m i n i s h e d  i n t e r e s t  i n  Government-f inanced s o l u t i o n s ,  
Congress  has  begun t o  l o o k  t o  employers  a s  a  p o t e n t i a l  s o u r c e  of expand ing  
a c c e s s  t o  h e a l t h  i n s u r a n c e  coverage .  

Under one app roach  g a i n i n g  some s u p p o r t  i n  Congres s ,  t h e  F e d e r a l  
Government would mandate t h a t  employers  p r o v i d e  h e a l t h  i n s u r a n c e  cove rage  
a n d / o r  s p e c i f i c  h e a l t h  b e n e f i t s  t o  t h e i r  employees and ,  i n  some c a s e s ,  
a l s o  t o  t h e i r  employees '  f a m i l i e s .  There  i s ,  however, s u b s t a n t i a l  
c o n t r o v e r s y  o v e r  t h i s  app roach .  Proponents  a r g u e  t h a t  p r o v i d i n g  h e a l t h  
i n s u r a n c e  i s  a n  e m p l o y e r ' s  r e s p o n s i b i l i t y .  They s a y  t h a t  c u r r e n t l y ,  t h e  
c o s t s  o f  p r o v i d i n g  c a r e  t o  u n i n s u r e d  workers  a r e  be ing  s h i f t e d  by h e a l t h  
c a r e  p r o v i d e r s  t o  t h o s e  employers  who p r o v i d e  and pay f o r  h e a l t h  
i n s u r a n c e .  Opponents  of mandated employer-provided i n s u r a n c e  a r g u e  t h a t  
i t  i s  n o t  an  e m p l o y e r ' s  r e s p o n s i b i l i t y  t o  p r o v i d e  h e a l t h  i n s u r a n c e .  I n  
a d d i t i o n ,  t h e y  s a y  t h a t  many employers ,  e s p e c i a l l y  s m a l l e r  o n e s ,  c a n n o t  
a f f o r d  t o  o f f e r  i n s u r a n c e .  Opponents a l s o  a r g u e  t h a t  t h e  added c o s t s  of  
h e a l t h  i n s u r a n c e  would r educe  employe r s '  a b i l i t y  t o  compete,  harming t h e  
o v e r a l l  n a t i o n a l  economy. 

A s  a  r e s u l t  of p a s t  a c t i o n s  by Congress ,  employers  who o f f e r  h e a l t h  
i n s u r a n c e  have t o  conform t o  s p e c i f i c  r e q u i r e m e n t s  a f f e c t i n g  t h e  n a t u r e  of 
t h e i r  h e a l t h  i n s u r a n c e  p l a n s  and t h e  e n t i t l e m e n t  co t h o s e  p l a n s .  Most 
l a r g e r  employers  have t o  o f f e r  t h e i r  employees t h e  o p t i o n  of becoming 
members of f e d e r a l l y  q u a l i f i e d  H e a l t h  Maintenance O r g a n i z a t i o n s .  A l s o ,  
employers  a r e  p r o h i b i t e d  from d i s c r i m i n a t i n g  i n  employee b e n e f i t  p l a n s  on 
t h e  b a s i s  o f  d i s a b i l i t i e s  a r i s i n g  on accoun t  o f  pregnancy.  C e r t a i n  
employers  have t o  o f f e r  M e d i c a r e - e l i g i b l e  worke r s  and t h e i r  s p o u s e s  t h e  
o p t i o n  t o  e l e c t  t h e  employe r ' s  h e a l t h  p l a n  a s  t h e i r  p r imary  s o u r c e  of 
i n s u r a n c e .  F i n a l l y ,  c e r t a i n  employers  a r e  now r e q u i r e d  t o  make a v a i l a b l e  
c o n t i n u e d  h e a l t h  i n s u r a n c e  cove rage  t o  q u a l i f i e d  employees and t h e i r  
f a m i l i e s  who would o t h e r w i s e  l o s e  cove rage  a s  a  r e s u l t  o f  s p e c i f i c  e v e n t s .  

I n  t h e  100 th  Congress ,  t h e r e  i s  i n t e r e s t  i n  r e q u i r i n g  t h a t  a l l  
employers  p r o v i d e  b a s i c  h e a l t h  i n s u r a n c e  cove rage .  While some b i l l s  would 
expand a c c e s s  t o  h e a l t h  i n s u r a n c e  by mandating t h a t  employers  p r o v i d e  
b a s i c  h e a l t h  i n s u r a n c e ,  o t h e r s  s e e k  t o  d e f i n e  t h e  s p e c i f i c  n a t u r e  o f  t h e  
b e n e f i t s  t o  be o f f e r e d .  I n  a d d i t i o n ,  H e a l t h  and Human S e r v i c e s  S e c r e t a r y ,  
O t i s  Bowen, has  recommended t h a t  t h e  F e d e r a l  Government encourage  
employers  t o  p r o v i d e  i n s u r a n c e  f o r  c a t a s t r o p h i c  medica l  expenses .  
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Most Americans have  h e a l t h  i n s u r a n c e  c o v e r a g e  t h r o u g h  p r i v a t e  g r o u p  
p l a n s  o f f e r e d  by t h e i r  employer  o r  t h rough  t h e  two ma jo r  F e d e r a l  
Government f i n a n c e d  programs,  Medicare  and Medica id .  A much s m a l l e r  
number o f  Americans pu rchase  i n d i v i d u a l  p o l i c i e s  t h r o u g h  t h e  p r i v a t e  
h e a l t h  i n s u r a n c e  marke t .  However, between 25 and 37 m i l l i o n  Americans 
have  no  h e a l t h  i n s u r a n c e  cove rage .  Moreover ,  t h e  p e r c e n t a g e  of  u n i n s u r e d  
Americans h a s  been c l i m b i n g ,  i n c r e a s i n g  by some e s t i m a t e s  by a s  much a s  
15% f o r  t h e  under  a g e  65 p o p u l a t i o n  between 1982 and 1985. Recent  U.S. 
Census Bureau e s t i m a t e s  have  drawn s p e c i a l  a t t e n t i o n  t o  t h e  work ing  
u n i n s u r e d :  o v e r  t w o - t h i r d s  of  t h e  u n i n s u r e d  a r e  employed o r  t h e  d e p e n d e n t s  
of employed i n d i v i d u a l s .  For  t h e s e  Americans,  employment o r  c o n n e c t i o n  t o  
employment t h r o u g h  a  working f a m i l y  member h a s  f a i l e d  t o  r e s u l t  i n  
c o v e r a g e  unde r  a  h e a l t h  i n s u r a n c e  p l a n .  

The g-rowth i n  t h e  u n i n s u r e d  p o p u l a t i o n  h a s  o c c u r r e d  a t  a  t i m e  when 
changes  i n  t h e  re imbursement  p o l i c i e s  of p r i v a t e  i n s u r e r s  and t h e  F e d e r a l  
Government have  made i t  more d i f f i c u l t  f o r  h o s p i t a l s  t o  s h i f t  t h e  c o s t s  of 
t r e a t i n g  t h e  u n i n s u r e d  t o  p r i v a t e l y  i n s u r e d  p a t i e n t s .  C o n s e q u e n t l y ,  t h e r e  
i s  g rowing  c o n g r e s s i o n a l  conce rn  abou t  t h e  d e c r e a s e d  a c c e s s  t o  h e a l t h  c a r e  
f o r  p e r s o n s  l a c k i n g  i n s u r a n c e .  I n  s e a r c h  of  a  s o l u t i o n  t h a t  w i l l  n o t  
r e s u l t  i n  ma jo r  F e d e r a l  spend ing ,  Congress  h a s  t u r n e d  t o  emp loye r s  a s  a  
p o t e n t i a l  s o u r c e  of  expanding  a c c e s s  t o  h e a l t h  i n s u r a n c e  c o v e r a g e .  I n  
p a s t  y e a r s ,  Congress  h a s  mandated t h a t  employers  who o f f e r  h e a l t h  
i n s u r a n c e  t o  t h e i r  workers  must meet s p e c i f i c  r e q u i r e m e n t s  a f f e c t i n g  t h e  
n a t u r e  of  t h e i r  h e a l t h  i n s u r a n c e  p l a n s  and t h e  e n t i t l e m e n t  t o  t h o s e  p l a n s .  
I n  t h e  1 0 0 t h  Congre s s ,  l e g i s l a t i o n  i s  be ing  c o n s i d e r e d  t o  mandate  t h a t  
emp loye r s  p r o v i d e  b a s i c  h e a l t h  i n s u r a n c e  t o  t h e i r  employees  and  t o  
r e q u i r e  t h a t  emp loye r s  p r o v i d e  s p e c i f i c  h e a l t h  b e n e f i t s  i n  t h e i r  i n s u r a n c e  
p l a n s .  These  p r o p o s a l s  have  s t i m u l a t e d  s u b s t a n t i a l  c o n g r e s s i o n a l  d e b a t e .  

BACKGBOUWD AND ANALYSIS 

The Uninsu red  P o p u l a t i o n  

The number of  u n i n s u r e d  Americans i s  s u b s t a n t i a l :  E s t i m a t e s  f o r  1985 
and  1986 r a n g e  from 25 m i l l i o n  ( b a s e d  on t h e  1986 N a t i o n a l  Access  Su rvey  
done f o r  t h e  Rober t  Wood Johnson Founda t ion )  t o  37 m i l l i o n  ( b a s e d  on t h e  
1986 C u r r e n t  P o p u l a t i o n  Survey  [CPS] o f  t h e  U.S. Census Bureau ) .  The 
number h a s  a l s o  been i n c r e a s i n g .  I n  "The Uninsured  and Uncompensated 
Ca re , "  S u l v e t t a  and Swar t z  r e p o r t  t h a t  i n  t h e  l a t e  1970s ,  between 1 3  and  
14.5% of t h e  under-65 p o p u l a t i o n  were  un insu red .  T h i s  number i n c r e a s e d  t o  
17% by 1984. E s t i m a t e s  v a r y ,  and some s t u d i e s  r e p o r t  t h a t  t h e  number of 
m e d i c a l l y  u n i n s u r e d  a c t u a l l y  peaked d u r i n g  t h e  economic r e c e s s i o n  o f  t h e  
e a r l y  1980s ,  and i s  now on a  downward t r e n d .  (The wide  v a r i a t i o n s  i n  
e s t i m a t e s  of  t h e  u n i n s u r e d  a r e  e x p l a i n e d  by t h e  d i f f e r e n t  q u e s t i o n s  and 
methods of  sampl ing  used i n  t h e  s u r v e y s .  R e s e a r c h e r s  a r e  a t t e m p t i n g  t o  
r e s o l v e  t h i s  measurement problem.)  



The e f f e c t s  on a n  i n d i v i d u a l  o f  n o t  having  h e a l t h  i n s u r a n c e  a r e  n o t  
w e l l  documenced. What i s  known i s  t h a t  t h e  u n i n s u r e d  a r e  l e s s  L i k e l y  t o  
u s e  h e a l t h  s e r v i c e s  and a r e  more l i k e l y  t o  be  i n  p o o r e r  h e a l t h  t h a n  t h e  
i n s u r e d  p o p u l a t i o n .  The 1986 Na t iona l  Access Survey r e p o r t s ,  f o r  example,  
t h a t  t h e  u n i n s u r e d  had a p p r o x i m a t e l y  40% fewer  ambu la to ry  v i s i t s  and 19% 
fewer  h o s p i t a l i z a t i o n s  t h a n  t h e  i n s u r e d .  Of t h o s e  i n d i v i d u a l s  su rveyed  
who had c h r o n i c  i l l n e s s e s ,  20% o f  t h e  u n i n s u r e d  f a i l e d  t o  s e e  a  p h y s i c i a n  
o r  o t h e r  p r o v i d e r  o v e r  t h e  c o u r s e  o f  a  y e a r ,  compared t o  17% o f  t h e  
i n s u r e d .  

While d a t a  on t h e  h e a l t h  consequences  o f  l a c k i n g  i n s u r a n c e  a r e  
s c a r c e ,  s e v e r a l  s t u d i e s  do p r o v i d e  i n f o r m a t i o n  on who make up t h e  
u n i n s u r e d  p o p u l a t i o n .  They i n d i c a t e  t h a t  low-income h o u s e h o l d s  a r e  more 
l i k e l y  t o  l a c k  h e a l t h  i n s u r a n c e  t h a n  t h o s e  w i t h  midd le  o r  h i g h  incomes.  
They a l s o  i n d i c a t e  t h a t  t h e  v a s t  m a j o r i t y  of u n i n s u r e d  a r e  employed o r  
l i v e  i n  f a m i l i e s  where t h e  head of t h e  household  i s  employed. 

Accord ing  t o  a  s t u d y  by r e s e a r c h e r s  a t  t h e  N a t i o n a l  C e n t e r  f o r  H e a l t h  
S e r v i c e s  Resea rch  ( u s i n g  d a t a  from t h e  1977 N a t i o n a l  Medical  E x p e n d i t u r e  
Survey  and t h e  1980 N a t i o n a l  Medical  Care U t i l i z a t i o n  and E x p e n d i t u r e  
S u r v e y ) ,  55% o f  t h e  u n i n s u r e d  a r e  employed p a r t  of t h e  t i m e .  T h i s  i s  
c o n s i s t e n t  w i t h  an ' a n a l y s i s  done by t h e  Employee B e n e f i t  Resea rch  
I n s t i t u t e  (EBRI) u s i n g  March 1986 d a t a  from t h e  CPS, which found t h a t  when 
s p o u s e s  and  dependen t s  a r e  added ,  ove r  t w o - t h i r d s  of t h e  u n i n s u r e d  l i v e  i n  
f a m i l i e s  where t h e  head of che  household  i s  employed. I n  a d d i t i o n ,  t h e  
number o f  worke r s  w i t h o u t  cove rage  grew by more t h a n  22% between 1982 and  
1985. 

The Working Uninsured 

L a r g e l y  a s  a  r e s u l t  o f  l a b o r  un ion  p r e s s u r e s  f o r  b e t t e r  employee 
b e n e f i t s ,  and F e d e r a l  t a x  i n c e n t i v e s  t h a t  a l l o w  employers  t o  deduc t  t h e  
c o s t s  of p r o v i d i n g  h e a l t h  b e n e f i t s  t o  t h e i r  employees ,  e m p l o y e r - r e l a t e d  
h e a l t h  i n s u r a n c e  became i n c r e a s i n g l y  commonplace a f t e r  World War 11. 
Today, a f t e r  pa id  v a c a t i o n s ,  i t  is  t h e  most comnon f r i n g e  b e n e f i t  o f f e r e d  
by employers .  For  t h e  n i n e  o u t  o f  t e n  Americans w i t h  p r i v a t e  g roup  
i n s u r a n c e ,  t h a t  i n s u r a n c e  i s  p rov ided  i n  t h e  employment s e t t i n g .  A s  a  
r e s u l t  ( and  i n  c o n t r a s t  t o  o t h e r  w e s t e r n  n a t i o n s  where h e a l t h  and pens ion  
b e n e f i t s  a r e  p rov ided  th rough  p u b l i c  p rog rams) ,  worke r s  i n  t h e  Un i t ed  
S t a t e s  have grown t o  r e l y  on employer-provided b e n e f i t s  f o r  t h e s e  b a s i c  
p r o t e c t i o n s .  However, a s  t h e  f o l l o w i n g  s t a t i s t i c s  r e v e a l ,  n o t  a l l  
employers  o f f e r  h e a l t h  b e n e f i t s  and ,  when o f f e r e d ,  n o t  a l l  employees 
a c c e p t  them. 

Some a n a l y s t s  a r g u e  t h a t  t h e  d e c l i n e  i n  cove rage  i s  due  t o  t h e  
s h i f t i n g  o f  o u r  economy from jobs  t h a t  c a r r y  h e a l t h  i n s u r a n c e  t o  o n e s  
t h a t  do n o t .  I t  i s  t r u e  t h a t  w h i l e  c i v i l i a n ,  n o n a g r i c u l t u r a l  j obs  
i n c r e a s e d  by abou t  7% between 1982 and 1985,  t h e  number o f  j obs  w i t h  
h e a l t h  i n s u r a n c e  prov'ided by an  employer  i n c r e a s e d  by l e s s  t h a n  5%. 
However, more i m p o r t a n t  may be changing  demographics .  For  example ,  t h e r e  
a p p e a r s  t o  be  an i n c r e a s e  i n  t h e  number of young a d u l t s  w i t h o u t  h e a l t h  
i n s u r a n c e  l i v i n g  i n  househo lds  i n  which t h e  p a r e n t s  have i n s u r a n c e .  I n  
a d d i t i o n ,  dependent  cove rage  has  d e c l i n e d .  



E B R I ' S  May 1987 a n a l y s i s  of CPS d a t a  on t h e  working u n i n s u r e d  r e v e a l  
t h a t  i n  1985, 17 m i l l i o n  workers  ( o r  abou t  15% of t h e  n o n - a g r i c u l t u r a l ,  
c i v i l i a n  work f o r c e )  r e p o r t e d  no cove rage  from an  employer  p l an .  Of t h a t  
number, 10.2 m i l l i o n  were t h e  head of a  f a m i l y  (meaning t h e  f a m i l y  member 
w i t h  t h e  g r e a t e s t  e a r n i n g s  o r  an i n d i v i d u a l  w i t h o u t  a  f a m i l y ) .  Another  6 .8  
m i l l i o n  were o t h e r  f a m i l y  workers  and n o t  t h e  head o f  t h e  househo ld .  The 
m a j o r i t y  o f  uncovered  workers  were low wage e a r n e r s .  I n  1985,  75% of  a l l  
u n i n s u r e d  worke r s  e a r n e d  l e s s  t han  $10,000;  93% e a r n e d  l e s s  t h a n  $20 ,000.  
More t h a n  35% of  a l l  u n i n s u r e d  workers  e a r n e d ,  on a v e r a g e ,  less t h a n  t h e  
F e d e r a l  minimum wage i n  1985; 50% of a l l  un insu red  workers  e a r n e d  l e s s  
t h a n  125% of t h e  minimum wage. Most of t h e s e  i n d i v i d u a l s  worked f u l l - t i m e .  

I t  i s  a l s o  u s e f u l  t o  l ook  a t  t h e  working u n i n s u r e d  a c c o r d i n g  t o  t h e i r  
p r imary  s o u r c e  of  employment. According t o  E B R I ,  workers  i n  c e r t a i n  
employment s e c t o r s  a r e  rough ly  50% more l i k e l y  t o  have no h e a l t h  i n s u r a n c e  
cove rage  t h a n  t h e  a v e r a g e  American worker  under  a g e  65. These  i n c l u d e  
worke r s  i n  r e t a i l  t r a d e ;  s e r v i c e s  ( b u s i n e s s ,  r e p a i r ,  e n t e r t a i n m e n t  and 
p e r s o n a l ) ;  and c o n s t r u c t i o n .  Also i n c l u d e d  i n  t h i s  c a t e g o r y  a r e  t h e  
s e l f - e m p l o y e d .  Worke r s  i n  o t h e r  employmen t  s e c t o r s  ( i n c l u d i n g  
m a n u f a c t u r i n g ,  f i n a n c e ,  t r a n s p o r t a t i o n ,  and w h o l e s a l e  t r a d e )  l a c k  
i n s u r a n c e  c o v e r a g e  o n l y  o n e - t h i r d  t o  one-half  a s  o f t e n  a s  worke r s  i n  t h e  
above  employment s e c t o r s .  

The Move Toward Mandated H e a l t h  B e n e f i t s  

S i n c e  t h e  e a r l y  y e a r s  of t h i s  c e n t u r y ,  n a t i o n a l  h e a l t h  i n s u r a n c e  h a s  
been a  h o t l y  d e b a t e d  i s s u e  i n  t h e  Un i t ed  S t a t e s .  While i n  t h e  l a t e  1960s 
and 1970s ,  t h e  debace  r evo lved  around whether  t o  e n a c t  a  program of 
u n i v e r s a l  n a t i o n a l  h e a l t h  cove rage ,  i n  t h e  1980s t h e  emphas is  h a s  been on 
i n c r e m e n t a l  expans ions  of  h e a l t h  i n s u r a n c e  cove rage .  P r o p o s a l s  have  
f o c u s e d  on expanding  cove rage  f o r  s p e c i f i c  segments  of t h e  p o p u l a t i o n  
( s u c h  a s  l a i d - o f f  worke r s ,  low-income e l d e r l y ,  and c h i l d r e n )  and f o r  
peop le  who, because  o f  a  major  p r e - e x i s t i n g  h e a l t h  c o n d i t i o n ,  a r e  u n a b l e  
t o  o b t a i n  h e a l t h  i n s u r a n c e  th rough  t h e  p r i v a t e  marke t .  Faced w i t h  
s u b s t a n t i a l  F e d e r a l  budget  d e f i c i t s  and an a p p a r e n t  d imin i shed  i n t e r e s t  i n  
Government-f inanced s o l u t i o n s ,  Congress  has  begun t o  l ook  t o  employers  a s  
a  p o t e n t i a l  s o u r c e  o f  expanding  a c c e s s  t o  h e a l t h  i n s u r a n c e  cove rage .  

One app roach  g a i n i n g  some s u p p o r t  i n  Congress  f a l l s  under  t h e  g e n e r a l  
h e a d i n g  of employer  mandates .  Under t h i s  app roach ,  t h e  F e d e r a l  Government 
would mandate t h a t  employers  ( p r i v a t e  employers  a s  w e l l  a s  S t a t e  and l o c a l  
governments )  p r o v i d e  i n s u r a n c e  cove rage  a n d / o r  s p e c i f i c  h e a l t h  b e n e f i t s  t o  
t h e i r  employees and ,  i n  some c a s e s ,  a l s o  t o  t h e i r  employees '  f a m i l i e s .  
T h i s  app roach  i s  c o n s i s t e n t  w i t h  t h e  c u r r e n t  r e a l i t y  t h a t  i n  t h e  Un i t ed  
S t a t e s ,  h e a l t h  i n s u r a n c e  f o r  a l l  bu t  t h e  o l d ,  d i s a b l e d ,  and v e r y  p o o r ,  i s  
p r i m a r i l y  obt ' a ined  th rough  an  employe r ' s  g roup p l an .  

I n  t h e  9 9 t h  Congres s ,  l e g i s l a t i o n  was e n a c t e d  t h a t  r e q u i r e d  c e r t a i n  
employers  t o  o f f e r  c o n t i n u e d  h e a l t h  i n s u r a n c e  cove rage  t o  t h e i r  employees 
who would o t h e r w i s e  l o s e  cove rage  f o r  c e r t a i n  r e a s o n s .  A l so ,  c e r t a i n  
employers  were r e q u i r e d  t o  o f f e r  t h e i r  M e d i c a r e - e l i g i b l e  d i s a b l e d  worke r s  
p r imary  cove rage  under  t h e  employers '  h e a l t h  i n s u r a n c e  p l a n s .  I n  t h e  
1 0 0 t h  Congres s ,  t h e r e  i s  i n t e r e s t  i n  r e q u i r i n g  t h a t  employers  p r o v i d e  
b a s i c  o r  c a t a s t r o p h i c  h e a l t h  i n s u r a n c e  coverage .  



I s s u e s  R e l a t e d  t o  Mandating E m p l o y e r P r o v i d e d  H e a l t h  I n s u r a n c e  

The d e b a t e  ove r  mandating t h a t  employers  p r o v i d e  h e a l t h  i n s u r a n c e  
r a i s e s  p h i l o s o p h i c a l  i s s u e s  such  a s  t h e  n a t u r e  of an  e m p l o y e r ' s  o b l i g a t i o n  
t o  h i s  o r  h e r  employees,  and whether  i t  i s  a p p r o p r i a t e  f o r  t h e  F e d e r a l  
government  t o  r e q u i r e  t h a t  employers  o f f e r  i n s u r a n c e .  I n  a d d i t i o n ,  i t  
r a i s e s  q u e s t i o n s  abou t  t h e  p o t e n t i a l  economic e f f e c t s  of mandates  on 
employers  a s  w e l l  a s  on t h e  h e a l t h  of  t h e  n a t i o n a l  economy. 

The Q u e s t i o n  o f  Employer R e s p o n s i b i l i t y  

P roponen t s  of mandatory employer-provided h e a l t h  i n s u r a n c e  a r g u e  t h a t  
employers  have a  b a s i c  o b l i g a t i o n  t o  e n s u r e  t h a t  t h e i r  employees have  
a c c e s s  t o  h e a l t h  i n s u r a n c e  j u s t  a s  t h e y  have an o b l i g a t i o n  t o  p r o v i d e  a 
l i v e a b l e  wage. They a s s e r t  t h a t  a  minimum h e a l t h  b e n e f i t s  law s h o u l d  be 
e s t a b l i s h e d  i n  t h e  same manner a s  t h e  F e d e r a l  Government has  e s t a b l i s h e d  a  
minimum wage law. They s a y  t h a t  i t  w i l l  u l t i m a t e l y  lower  t h e  N a t i o n ' s  
h e a l t h  b i l l  because  more p e o p l e  w i l l  have  a c c e s s  t o  h e a l t h  c a r e .  I n  
a d d i t i o n ,  t h e y  a r g u e  t h a t  r e q u i r i n g  employers  t o  p r o v i d e  c o v e r a g e  i s  i n  
k e e p i n g  w i t h  t h e  N a t i o n ' s  heavy r e l i a n c e  on employment - re la ted  i n s u r a n c e .  
They f u r t h e r  a s s e r t  t h a t  r e l y i n g  on p r i v a t e  r a t h e r  t h a n  government-  
p rov ided  i n s u r a n c e  b u i l d s  upon o u r  N a t i o n ' s  t r a d i t i o n  of l e a v i n g  h e a l t h  
i n s u r a n c e  t o  t h e  c o m p e t i t i v e  marke t  p l ace .  

P r o p o n e n t s  a l s o  a r g u e  t h a t  t h i s  approach  w i l l  i n c r e a s e  e q u i t y  a c r o s s  
employers  and t a x p a y e r s .  C u r r e n t l y ,  h e a l t h  i n s u r a n c e  premiums a r e  p r i c e d  
t o  i n c l u d e  n o t  o n l y  t h e  d i r e c t  c o s t  o f  p r o v i d i n g  h e a l t h  c a r e  s e r v i c e s  t o  
t h e  e m p l o y e r ' s  worke r s ,  b u t  a l s o  o t h e r  c o s t s  bo rne  by t h e  p r o v i d e r s  of 
h e a l t h  c a r e  f o r  u n i n s u r e d  o r  unde r in su red  i n d i v i d u a l s ,  a  s u b s t a n t i a l  
p o r t i o n  of  which a r e  u n i n s u r e d  workers .  Employers who a r e  pay ing  f o r  
h e a l t h  c a r e  cove rage  f o r  t h e i r  employees a r e  t h u s  s u b s i d i z i n g  t h o s e  
employe r s  who a r e  n o t  paying  f o r  cove rage .  

F i n a l l y ,  p roponen t s  a r g u e  t h a t  employers  who p r o v i d e  h e a l t h  b e n e f i t s  
a r e  a l s o  s u b s i d i z i n g  o t h e r  employers  by i n s u r i n g  many of t h e  l a t t e r ' s  
worke r s  t h r o u g h  f a m i l y  cove rage .  According t o  EBRI ( b a s e d  on March 1986 
CPS d a t a ) ,  16.7 m i l l i o n  working Americans r e c e i v e  c o v e r a g e  t h r o u g h  
employers  f o r  whom t h e y  a r e  no t  d i r e c t l y  working.  Moreover ,  i n d i v i d u a l s  
who a r e  n o t  o f f e r e d  i n s u r a n c e  by t h e i r  employers  a r e  pay ing  some of  t h e  
$30 b i l l i o n  i n  t a x e s  t h a t  a r e  used t o  s u b s i d i z e  ( t h r o u g h  t a x  e x p e n d i t u r e s )  
h e a l t h  i n s u r a n c e  f o r  o t h e r ,  g e n e r a l l y  h ighe r -pa id  workers .  

The opponen t s  o f  mandatory employer-provided h e a l t h  i n s u r a n c e  c o u n t e r  
by a r g u i n g  t h a t  employers  have no i n h e r e n t  o b l i g a t i o n  t o  p r o v i d e  h e a l t h  
b e n e f i t s .  They a s s e r t  t h a t  t h e  i n d i v i d u a l  has  a  responsibility t o  
p u r c h a s e  i n s u r a n c e  i n  t h e  p r i v a t e  marke t .  For  t h o s e  i n d i v i d u a l s  who 
canno t  a f f o r d  t o  pay f o r  h e a l t h  i n s u r a n c e ,  t hen  t h e  p u b l i c  s e c t o r  shou ld  
p r o v i d e  a  minimum l e v e l  of h e a l t h  c a r e .  Moreover, opponen t s  a r g u e  t h a t  an  
e m p l o y e r ' s  d e c i s i o n  t o  p r o v i d e  i n s u r a n c e  o r  t o  p r o v i d e  a  s p e c i f i c  s e t  of 
h e a l t h  b e n e f i t s  should  n o t  be d i c t a t e d  by t h e  Government. R a t h e r ,  i t  i s  
labor-management n e g o t i a t i o n s  o r  f ree-marke t  c o m p e t i t i o n  among i n s u r e r s  
vy ing  f o r  employe r s '  b u s i n e s s  t h a t  s h o u l d  d e t e r m i n e  whe the r  employe r s  
p r o v i d e  i n s u r a n c e  and i f  s o  what h e a l t h  s e r v i c e s  shou ld  be cove red  unde r  



t h e  p o l i c y .  Such r e l i a n c e  on t h e  m a r k e t p l a c e  w i l l  a l s o  e n s u r e  g r e a t e r  
e f f i c i e n c i e s  i n  t h e  supp ly  and demand of h e a l t h  cove rage  and s e r v i c e s ,  
t h u s  h e l p i n g  t o  ho ld  down c o s t s .  

The re  a r e  a l s o  t h o s e  who r e j e c t  mandates  because  t h e y  would,  i n  t h e i r  
v i e w ,  u n d e r m i n e  t h e  v o l u n t a r y  n a t u r e  of employer -provided  h e a l t h  
i n s u r a n c e .  They a r g u e  t h a t  t h e  m a j o r i t y  of employers  a l r e a d y  p r o v i d e  
cove rage ;  i t  i s  a  b e n e f i t  t h a t  t h e s e  employers  have  p r i v a t e l y  chosen  t o  
p r o v i d e  i n  a  form t h a t  i s  most a p p r o p r i a t e  t o  t h e i r  own employees.  Some 
employers  who a l r e a d y  i n s u r e  t h e i r  employees a r g u e  t h a t  a  F e d e r a l  law 
mandat ing  t h a t  employers  p r o v i d e  i n s u r a n c e  ( p a r t i c u l a r l y  i f  t h a t  law were 
t o  r e q u i r e  a  b a s i c  minimum l e v e l  of b e n e f i t s )  would r e s u l t  i n  h i g h e r  
employee b e n e f i t  c o s t s  and new a d m i n i s t r a t i v e  burdens .  

C r i t i c s  of  mandated employer-provided cove rage  a l s o  a r g u e  t h a t  such  a  
p o l i c y  might  i n c r e a s e  t h e  c o s t s  of l a b o r  t o  t h e  p o i n t  where companies ,  
e s p e c i a l l y  s m a l l e r  o n e s ,  would r educe  t h e i r  l a b o r  f o r c e  o r  r educe  wages. 
H e a l t h  i n s u r a n c e  i s  a  r e l a t i v e l y  e x p e n s i v e  b e n e f i t .  The Small  B u s i n e s s  
A d m i n i s t r a t i o n  (SBA) r e p o r t s  a v e r a g e  employer  h e a l t h  c a r e  c o s t s  t o t . a l l e d  
$1,500 ( r o u g h l y  7 5  c e n t s  p e r  h o u r )  p e r  worker  i n  1986. For  t h e  35% of 
u n i n s u r e d  worke r s  who a r e  pa id  l e s s  t h a n  t h e  minimum wage ($3.35 i n  1987) ,  
t h e  added h o u r l y  c o s t  of a  h e a l t h  i n s u r a n c e  b e n e f i t  cou ld  be  p r o h i b i t i v e ,  
even i f  t h e  employee were r e q u i r e d  t o  pay a  s h a r e  of t h e  premium. 
Al though a  mandated i n s u r a n c e  package might  be l e s s  comprehens ive  and 
t h e r e f o r e  l e s s  e x p e n s i v e  t han  t h e  a v e r a g e  p o l i c y  c i t e d  by t h e  SBA, i t  
c o u l d  s t i l l  produce  r e d u c t i o n s  i n  t h e  employment o f  low wage worke r s  a s  
employers  a t t e m p t  t o  a d j u s t  t o  h i g h e r  l a b o r  c o s t s .  

Mandated EmployerProvided Insurance and Competitiveness 

I n  a d d i t i o n  t o  t h e  d e b a t e  abou t  employer  r e s p o n s i b i l i t y ,  t h e r e  i s  a  
d i f f e r e n t  s e t  of i s s u e s  r e l a t i n g  t o  t h e  p o t e n t i a l  e f f e c t s  of mandat ing  
b e n e f i t s  on employe r s '  a b i l i t y  t o  compete i n  domes t i c  and wor ld  marke t s .  
Much of t h e  a n a l y s e s  of  t h e s e  e f f e c t s  i s  s p e c u l a t i v e ;  however, t h e  b a s i c  
a rguments  t e n d  t o  be a r t i c u l a t e d  a s  f o l l o w s .  

Opponents  of  mandated employer-provided h e a l t h  cove rage  s a y  t h a t  
mandated i n s u r a n c e  would d r i v e  up t h e  c o s t  of  do ing  b u s i n e s s  and r e d u c e  
t h e  a b i l i t y  of f i r m s  t o  compete,  b o t h  i n  t h e  domes t i c  and wor ld  marke t s .  
I n d u s t r i e s  t h a t  compete a g a i n s t  f o r e i g n  m a n u f a c t u r e r s  ( e s p e c i a l l y  t h o s e  
from c e r t a i n  T h i r d  World n a t i o n s )  a r e  competing a g a i n s t  employers  who do 
n o t  a s  a  r u l e  p r o v i d e  h e a l t h  and o t h e r  f r i n g e  b e n e f i t s .  T h i s  h e l p s  
f o r e i g n  m a n u f a c t u r e r s  t o  ho ld  t h e i r  p r i c e s  down. Small  employe r s ,  
e s p e c i a l l y ,  b e l i e v e  t h a t  mandat ing  h e a l t h  i n s u r a n c e  cove rage  might  c a u s e  
them t o  l o s e  wha teve r  c o m p e t i t i v e  edge t h e y  may have s i n c e  t h e y  would have  
t o  o f f s e t  t h e  c o s t  of  t h e  new b e n e f i t s  by r a i s i n g  t h e i r  p r i c e s .  While  
many s m a l l e r  f i r m s  do n o t  d i r e c t l y  engage  i n  i n t e r n a t i o n a l  t r a d e ,  some 
p r o p o r t i o n  of them a r e  s u p p l i e r s  t o  l a r g e  companies t h a t  do compete 
i n t e r n a t i o n a l l y .  Higher  c o s t s  f o r  a  s u p p l i e r  a f f e c t  t h e  c o s t s  of t h e  
p u r c h a s i n g  f i r m s :  i f  h e a l t h  i n s u r a n c e  cove rage  were r e q u i r e d ,  s m a l l  
employers  might  p a s s  t h e  c o s t  of t h e  cove rage  o n t o  t h e i r  c l i e n t s .  T h i s  
r e a s o n i n g  i s  a l s o  ex tended  t o  domes t i c  c o m p e t i t i o n .  
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P r o p o n e n t s  o f  mandated b e n e f i t s  d i s m i s s  t h e  c o m p e t i t i v e n e s s  argument  
as i n v a l i d  o r  n o t  compel l ing .  I n  t h e i r  e y e s ,  i t  i s  n o t  a  r e a l  i s s u e  
because  t h e  companies t h a t  a r e  s t r u g g l i n g  t o  m a i n t a i n  t h e i r  c o m p e t i t i v e  
edge  ( s u c h  a s  t h e  a u t o  m a n u f a c t u r e r s )  a r e  t h e  v e r y  companies t h a t  a l r e a d y  
p r o v i d e  h e a l t h  i n s u r a n c e .  The m a j o r i t y  of t h e  working u n i n s u r e d  a r e  n o t  
found i n  t h e  t r a n s p o r t a t i o n  and manufac tu r ing  i n d u s t r i e s  b u t  i n  t h e  
s e r v i c e  and r e t a i l  t r a d e  i n d u s t r i e s ,  which a r e  c o m p a r a t i v e l y  u n a f f e c t e d  by 
f o r e i g n  c o m p e t i t i o n .  I t  i s  t h e s e  l a t t e r  i n d u s t r i e s  t h a t  have  e x p e r i e n c e d  
t h e  most growth  s i n c e  1979: t h e  s e r v i c e s  i n d u s t r y  i s  p r o j e c t e d  by t h e  
Bureau of Labor S t a t i s t i c s  t o  i n c r e a s e  from abou t  21% of t o t a l  U.S. j obs  
i n  1979 t o  ove r  26% i n  1995; t h e  r e t a i l  t r a d e  i n d u s t r y  i s  p r o j e c t e d  t o  
i n c r e a s e  f rom 22% t o  23% o v e r  t h e  same p e r i o d .  Manufac tu r ing  and 
t r a n s p o r t a t i o n ,  which have t r a d i t i o n a l l y  covered  most of t h e i r  w o r k e r s ,  
a r e  p r e d i c t e d  t o  d e c l i n e .  These s t a t i s t i c s  n o t e d ,  mandated b e n e f i t s  
p r o p o n e n t s  c o n c l u d e  t h a t  t h e r e  a r e  more c r i t i c a l  v a r i a b l e s ,  s u c h  a s  
exchange  r a t e s ,  undermining  American c o m p e t i t i v e n e s s  t h a n  t h e  c o s t  t o  
American f i r m s  o f  t h e i r  employee b e n e f i t  packages.  

Small Employers and Mandated Employer-kovided Health Insurance 

I t  i s  o f t e n  assumed t h a t  s m a l l e r  employers  a r e  l e s s  l i k e l y  t o  o f f e r  
h e a l t h  ' b e n e f i t s  because  o f  t h e  h i g h  c o s t s  of premiums, a d m i n i s t r a t i v e  
bu rdens  and t h e  p e r c e p t i o n  t h a t  workers  p r e f e r  c a s h  wages t o  b e n e f i t s .  
E s t i m a t e s  p l a c e  t h e  c o s t s  of i n s u r a n c e  f o r  small employers  a t  anywhere 
from 1 0  t o  40% h i g h e r  t h a n  f o r  l a r g e  employers .  The SBA r e p o r t s  t h a t  v e r y  
small f i r m s  t h a t  do n o t  o f f e r  h e a l t h  b e n e f i t s  spend a b o u t  7% o f  p a y r o l l  on 
f r i n g e  b e n e f i t s .  Those which do o f f e r  cove rage  spend 10%. 

work 
According  t o  t h e  SBA, i n  1986,  46% o f  f i r m s  w i t h  f ewer  t h a n  10 

. e r s  o f f e r e d  h e a l t h  b e n e f i t s ,  compared t o  78% w i t h  10 t o  24 w o r k e r s ,  
of f i r m s  w i t h  25 t o  99,  98% of  f i r m s  w i t h  100 t o  499 ,  and 100% of  

f i r m s  w i t h  500 o r  more workers .  84% of a l l  workers  who worked . f o r  
employe r s  w i t h o u t  h e a l t h  p l a n s  worked i n  f i r m s  w i t h  l e s s  t h a n  25 
employees.  

Based on s u r v e y s  and o t h e r  s t u d i e s ,  t h e  SBA h a s  conc luded  t h a t  
s m a l l e r  employers  t end  n o t  t o  o f f e r  h e a l t h  i n s u r a n c e  because  t h e y  ( a )  f a c e  
h i g h e r  p e r  worker  premiums s i n c e  t h e  r i s k  f o r  i n s u r e r s  i s  s p r e a d  o v e r  
f e w e r  p e r s o n s ;  ( b )  do n o t  b e n e f i t  t o  t h e  same e x t e n t  a s  l a r g e r  f i r m s  from 
t h e  t a x  a d v a n t a g e s  a s s o c i a t e d  w i t h  o f f e r i n g  h e a l t h  i n s u r a n c e ;  ( c )  
e x p e r i e n c e  h i g h e r  f i x e d  c o s t s  i n  choos ing  and a d m i n i s t e r i n g  a  h e a l t h  p l a n ;  
( d l  have  r e l a t i v e l y  h i g h e r  worker  t u r n o v e r  r a t e s  and a  g r e a t e r  u s e  of 
p a r t - t i m e  and s e a s o n a l  employees which i n c r e a s e  t h e i r  a d m i n i s t r a t i v e  f e e s  
r e l a t i v e  t o  t h e  f e e s  charged  f o r  l a r g e r  f i r m s ;  and ( e )  t e n d  t o  have  
n a r r o w e r  p r o f i t  marg ins  from which t o  pay r e l a t i v e l y  h i g h e r  premiums. 

A s s o c i a t i o n s  r e p r e s e n t i n g  small employers  u s e  such  f i n d i n g s  t o  a r g u e  
t h a t  f o r c i n g  s m a l l  employers  t o  o f f e r  h e a l t h  i n s u r a n c e  w i l l  r e s u l t  i n  
h i g h e r  p r i c e s ,  lower  wages,  more b u s i n e s s  f a i l u r e s  and f ewer  j obs .  They 
c o n t e n d  t h a t  s m a l l  f i r m s  s imp ly  cannot  spend more o f  t h e i r  r e c e i p t s  on 
employee b e n e f i t s .  



Another  argument used  a g a i n s t  mandated cove rage  f o r  s m a l l  employers  
i s  t h a t  low-wage workers  p r e f e r  t o  r e c e i v e  c a s h  b e n e f i t s  o r  a r e  a l r e a d y  
cove red  i n d i r e c t l y  t h rough  a  f a m i l y  member's i n s u r a n c e  p o l i c y ,  and s h o u l d  
n o t  be f o r c e d  t o  a c c e p t  reduced  e a r n i n g s .  However, an SBA s u r v e y  of 
employers  found t h a t  14% o f  e l i g i b l e  workers  i n  s m a l l  f i r m s  ( l e s s  t h a t  10 
employees)  which o f f e r  cove rage  t u r n  i t  down, compared t o  t h e  13% a v e r a g e  
a c r o s s  a l l  f i r m s .  

Many p roponen t s  of  mandated cove rage  a g r e e  t h a t  s m a l l  employers  might  
be a d v e r s e l y  a f f e c t e d  i f  t h e y  were r e q u i r e d  t o  o f f e r  ( a s  w e l l  a s  pay some 
p o r t i o n  o f )  h e a l t h  i n s u r a n c e .  They s u g g e s t ,  however, t h a t  p o t e n t i a l  
problems f o r  s m a l l  employers  cou ld  be reduced th rough  mechanisms d e s i g n e d  
t o  lower  b o t h  t h e  c o s t s  and t h e  a d m i n i s t r a t i v e  burdens  of  o f f e r i n g  h e a l t h  
i n s u r a n c e .  These  mechanisms a r e  g e n e r a l l y  des igned  t o  pool  l a r g e  numbers 
of s m a l l  employers  i n  one l a r g e  g roup ,  e n a b l i n g  them t o  o b t a i n  h e a l t h  
i n s u r a n c e  a t  lower  c o s t s .  For example,  t h e  Counc i l  of S m a l l e r  E n t e r p r i s e s  
(COSE) i n  C l e v e l a n d ,  Ohio,  a r r a n g e s  w i t h  a  number of i n s u r a n c e  companies 
g roup  h e a l t h  i n s u r a n c e  f o r  abou t  4500 f i r m s ,  which i n  t u r n  p r o v i d e  
i n s u r a n c e  t o  more t h a n  100,000 employees.  COSE i s  a b l e  t o  n e g o t i a t e  l e s s  
e x p e n s i v e  p o l i c i e s  t h a n  would o t h e r w i s e  be a v a i l a b l e  t o  t h e s e  employe r s  i f  
t h e y  s o u g h t  t h e  i n s u r a n c e  on t h e i r  own. 

Such p o o l i n g  mechanisms have been employed w i t h  mixed s u c c e s s .  
O b s e r v e r s  s a y  t h a t  t h e y  a r e  n o t  a s  e f f e c t i v e  f o r  t h e  smallest employe r s ,  
which a r e  s t i l l  s u b j e c t  t o  medica l  u n d e r w r i t i n g .  They a l s o  t e n d  n o t  t o  
a t t r a c t  t h o s e  employers  who have n e v e r  o f f e r e d  cove rage .  I n  a d d i t i o n ,  
t h e i r  e f f e c t i v e n e s s  i n  h o l d i n g  down premium r a t e s  i s  l i m i t e d  by t h e  
v o l a t i l i t y  of t h e  s m a l l  g roup i n s u r a n c e  marke t .  However t h e s e  problems 
l a r g e 1  y  c o u l d  be e l i m i n a t e d  i f  employers  were  r e q u i r e d  t o  p a r t i c i p a t e  i n  
t h e  poo l .  

Unde r in su rance  and C a t a s t r o p h i c  Coverage 

Some a n a l y s t s  a d v o c a t e  t h a t  a n  a p p r o p r i a t e  compromise between t h e  two 
ex t r emes  of do ing  n o t h i n g  and mandating t h a t  a l l  employers  o f f e r  h e a l t h  
i n s u r a n c e  i s  t o  r e q u i r e  t h a t  a l l  employers  o f f e r  c o v e r a g e  unde r  a  
c a t a s t r o p h i c  i l l n e s s  p o l i c y .  These p o l i c i e s  p r o v i d e  c o v e r a g e  f o r  o n l y  
v e r y  l a r g e  med ica l  expenses  a f t e r  t h e  b e n e f i c i a r y  h a s  p a i d  a  l a r g e  
d e d u c t i b l e ;  t h e  premium c o s t  of  such  cove rage  i s ,  however, g e n e r a l l y  lower  
t h a n  f o r  more comprehens ive  p o l i c i e s .  A c a t a s t r o p h i c  i l l n e s s  p o l i c y  would 
e n s u r e  p r o t e c t i o n  of i n d i v i d u a l s  a g a i n s t  t h e  d e v a s t a t i n g  f i n a n c i a l  bu rdens  
of a  major  i l l n e s s  b u t  would be l e s s  c o s t l y  f o r  employers  t o  o f f e r .  On 
t h e  o t h e r  hand ,  such  a n  app roach  would n o t  a d d r e s s  t h e  need  of  t h e  
m e d i c a l l y  u n i n s u r e d  f o r  b a s i c  h e a l t h  s e r v i c e s .  

H i s t o r y  of  F e d e r a l  Employer Mandates 

The F e d e r a l  Government has  t r a d i t i o n a l l y  l e f t  t h e  r e g u l a t i o n  of 
i n s u r a n c e  t o  t h e  s t a t e s .  ~ c c o r d i n g  t o  Blue Cross  and B lue  S h i e l d  
A s s o c i a t i o n ,  t h e r e  a r e  o v e r  600 State-mandated b e n e f i t  l aws  g o v e r n i n g  
h e a l t h  i n s u r a n c e .  They i n c l u d e  s p e c i f i c  s e r v i c e s  ( e . g . ,  m a t e r n i t y  
cove rage  and newborn c a r e ) ,  t h e  s e r v i c e s  of s p e c i f i c  p r o v i d e r s  ( e . g . ,  
d e n t i s t s  and c h i r o p r a c t o r s ) ,  a s  w e l l  a s  r e q u i r e m e n t s  t h a t  p l a n s  p r o v i d e  



f o r  c o n t i n u a t i o n  and c o n v e r s i o n  o p t i o n s .  The S t a t e s  v a r y  i n  t h e  numbers 
and t y p e s  of mandates .  Some o b s e r v e r s  i n  t h e  b u s i n e s s  and i n s u r a n c e  
communi t i - e s  con tend  t h a t  t h e s e  mandated b e n e f i t  l aws  a r e  l a r g e l y  
r e s p o n s i b l e  f o r  t h e  h i g h  c o s t s  of h e a l t h  i n s u r a n c e .  Advocates  o f  S t a t e  
mandates  s a y  t h a t  t h e y  i n c r e a s e  a c c e s s  t o  needed  h e a l t h  s e r v i c e s  and 
encourage  g r e a t e r  freedom o f  c h o i c e  o f  p r o v i d e r s ,  which i n  t u r n  promotes 
c o m p e t i t i o n  and lower s  h e a l t h  c a r e  c o s t s .  

While  t h e  b u s i n e s s  of  i n s u r a n c e  h a s  been l e f t  l a r g e l y  t o  t h e  S t a t e s  
t o  r e g u l a t e ,  employee w e l f a r e  b e n e f i t  p l a n s  a r e  governed  by t h e  Employee 
R e t i r e m e n t  Income S e c u r i t y  Act (ERISA), a  F e d e r a l  law e n a c t e d  i n  1974. 
(Hawai i  i s  an e x c e p t i o n .  ERISA was amended t o  a l l o w  Hawaii t o  c o n t i n u e  
i t s  law r e q u i r i n g  employers  t o  p r o v i d e  h e a l t h  i n s u r a n c e  c o v e r a g e . )  
I n c l u d e d  unde r  employee w e l f a r e  b e n e f i t  p l a n s  a r e  s e l f - i n s u r e d  h e a l t h  
p l a n s ,  where t h e  employer  assumes t h e  r i s k  f o r  pay ing  c l a i m s ,  i n s t e a d  of 
pay ing  premiums t o  a n  i n s u r a n c e  company which i n  t u r n  assumes t h e  r i s k .  
Thus ,  w h i l e  t r a d i t i o n a l l y  i n s u r e d  companies a r e  a f f e c t e d  by S t a t e  
manda te s ,  s e l  f - i n s u r e d  companies a r e  r e g u l a t e d  by ERISA. ERISA r e g u l a t e s  
s u c h  a s p e c t s  of w e l f a r e  b e n e f i t  p l a n s  a s  p l a n  d i s c l o s u r e ,  b u t  u n t i l  
r e c e n t l y ,  employers  under  ERISA were r e l a t i v e l y  f r e e  t o  s t r u c t u r e  p l a n s  a s  
t h e y  d e s i r e d  o r ,  i f  t h e i r  employees were r e p r e s e n t e d  by a  u n i o n ,  t h r o u g h  
t h e  c o l l e c t i v e  b a r g a i n i n g  p r o c e s s .  A s  d i s c u s s e d  below, t h i s  changed w i t h  
t h e  enac tment  of T i t l e  X o f  t h e  Conso l ida t ed  Omnibus Budget R e c o n c i l i a t i o n  
Act (COBRA, P.L. 99-272). 

I n  t h e  1970s ,  changes  were made i n  F e d e r a l  law t o  mandate t h a t  
employe r s  o f f e r i n g  h e a l t h  i n s u r a n c e  meet s p e c i f i c  r e q u i r e m e n t s .  Fo r  
example,  t h e  H e a l t h  Maintenance O r g a n i z a t i o n  Act o f  1973 (P.L. 93-222) 
r e q u i r e s  t h a t  c e r t a i n  employers  w i t h  25 o r  more employees o f f e r  an  HMO 
o p t i o n  i n  t h e i r  h e a l t h  p l a n  i f  a  q u a l i f i e d  HMO e x i s t s  i n  t h e i r  a r e a .  I n  
1978,  Congress  amended t h e  C i v i l  R i g h t s  Act t o  e x t e n d  t h e  p r o h i b i t i o n  
a g a i n s t  s e x  d i s c r i m i n a t i o n  i n  employment t o  i n c l u d e  d i s c r i m i n a t i o n  on t h e  
b a s i s  o f  pregnancy ,  c h i l d  b i r t h ,  o r  r e l a t e d  med ica l  c o n d i t i o n s  (P.L.  
95-555). A s  a  r e s u l t ,  employer  h e a l t h  p l a n s  must t r e a t  women a f f e c t e d  by 
t h e s e  c o n d i t i o n s  s i m i l a r l y  t o  o t h e r  employees ,  based  on t h e i r  a b i l i t y  o r  
i n a b i l i t y  t o  work. 

P r o p o s a l s  t o  mandate employers  t o  p r o v i d e  c o v e r a g e  d a t e  back  t o  t h e  
Nixon A d m i n i s t r a t i o n .  The C a r t e r  A d m i n i s t r a t i o n  deve loped  1 e g i s l a t i o n . t o  
r e q u i r e  employers  t o  p r o v i d e  b a s i c  h e a l t h  i n s u r a n c e  a s  a n  employee 
b e n e f i t .  The C a r t e r  p r o p o s a l  would have a l s o  expanded F e d e r a l  programs t o  
i n c l u d e  t h o s e  who remain  uncovered under  employer  p l a n s .  I t  was 
c r i t i c i z e d  by r e p r e s e n t a t i v e s  of s m a l l  b u s i n e s s  who a rgued  t h a t  r e q u i r i n g  
them t o  p r o v i d e  i n s u r a n c e  would add s i g n i f i c a n t l y  t o  t h e i r  l a b o r  c o s t s  and 
t h r e a t e n  t h e i r  v i a b i l i t y .  I t  a l s o  f e l l  v i c t i m  t o  t h e  a b s e n c e  of  c o n s e n s u s  
among o t h e r  h e ~ l t h  p o l i c y  a c t o r s .  

F e d e r a l  mandates  on employers  who p r o v i d e  h e a l t h  c o v e r a g e  have  
c o n t i n u e d  i n t o  t h e  1980s.  I n  a d d i t i o n ,  new e f f o r t s  have  been made t o  
b roaden  t h e  s cope  of t h e  mandates  t o  t h o s e  employers  who do n o t  a l r e a d y  
o f f e r  h e a l t h  i n s u r a n c e .  



T i t l e  X o f  COBRA 

T h e  p a s s a g e  o f  T i t l e  X o f  t h e  C o n s o l i d a t e d  Omnibus Budget 
' R e c o n c i l i a t i o n  Act (COBRA) i n  A p r i l  1986, marked a  major  d e p a r t u r e  i n  
F e d e r a l  law and r e g u l a t i o n  of  employers '  w e l f a r e  b e n e f i t  p l a n s .  I t  was 
t h e  f i r s t  t i m e  t h a t  t h e  F e d e r a l  Government mandated a s p e c i f i c  b e n e f i t  i n  
employee w e l f a r e  b e n e f i t  p l a n s .  While COBRA d o e s  n o t  mandate t h a t  
employers  p r o v i d e  h e a l t h  i n s u r a n c e ,  i t  d o e s  r e q u i r e  t h a t  employers  w i t h  20 
o r  more employees who do p r o v i d e  h e a l t h  b e n e f i t s  o f f e r  q u a l i f i e d  employees  
and t h e i r  f a m i l i e s  t h e  o p t i o n  of c o n t i n u e d  h e a l t h  i n s u r a n c e  at  g roup  r a t e s  
when f a c e d  w i t h  l o s s  o f  t h e i r  cove rage  because  o f  c e r t a i n  q u a l i f y i n g  
e v e n t s .  

Under COBRA, t h e  q u a l i f y i n g  e v e n t s  i n c l u d e  t e r m i n a t i o n  o r  r e d u c t i o n  
i n  h o u r s  of  employment, d e a t h ,  d i v o r c e ,  e l i g i b i l i t y  f o r  Medicare ,  o r  t h e  
end of a  c h i l d ' s  dependency under  a  p a r e n t ' s  h e a l t h  i n s u r a n c e  p o l i c y .  
When a  cove red  employee e x p e r i e n c e s  t e r m i n a t i o n  o r  r e d u c t  i o n  of  h o u r s  of 
e m p l o y m e n t ,  t h e n  t h e  cove rage  of  t h e  employee and any  q u a l i f i e d  
b e n e f i c i a r i e s  must c o n t i n u e  f o r  18 months. For  a l l  t h e  o t h e r  q u a l i f y i n g  
e v e n t s ,  t h e  cove rage  f o r  t h e  q u a l i f i e d  b e n e f i c i a r i e s  must be c o n t i n u e d  f o r  
36 months. The e m p l o y e r ' s  h e a l t h  p l an  may r e q u i r e  t h e  employee o r  
b e n e f i c i a r y  t o  pay t h e  premium f o r  t h e  c o n t i n u a t i o n  c o v e r a g e ,  b u t  t h e  
premium may n o t  exceed  102% o f  t h e  o t h e r w i s e  a p p l i c a b l e  premium f o r  t h a t  
p e r i o d .  ( S e e  a l s o  CRS I s s u e  B r i e f  87182,  P r i v a t e  H e a l t h  I n s u r a n c e  
C o n t i n u a t i o n  Coverage,  by Beth C. Fuchs. ) 

F a i l u r e  t o  p r o v i d e  c o n t i n u e d  h e a l t h  cove rage  c o u l d  r e s u l t  i n  t h e  l o s s  
of t a x  d e d u c t i b i l i t y  f o r  employer  c o n t r i b u t i o n s  t o  t h e i r  employees '  h e a l t h  
i n s u r a n c e ,  and p e n a l t i e s  under  ERISA. I n  a d d i t i o n  t o  t h e  new r e q u i r e m e n t s  
imposed on p r i v a t e  s e c t o r  employers ,  T i t l e  X of  COBRA a l s o  imposes s i m i l a r  
r e q u i r e m e n t s  on g roup  h e a l t h  p l a n s  ma in t a ined  by any  s t a t e  o r  p o l i t i c a l  
s u b d i v i s i o n  t h a t  r e c e i v e s  funds  under  t h e  P u b l i c  H e a l t h  S e r v i c e  Act .  

I n  t h e  Tax Reform Act of  1986 (P.L. 99-5141, Congress  i n c l u d e d  a  
number o f  t e c h n i c a l  c o r r e c t i o n s  t o  T i t l e  X of COBRA. Some of t h e  
p r o v i s i o n s  were c l a r i f i c a t i o n s ;  some imposed new pa rame te r s  on t h e  n a t u r e  
of t h e  c o n t i n u e d  h e a l t h  i n s u r a n c e  b e n e f i t .  I n  1986, Congress  a l s o  
c o n s i d e r e d  a d d i t i o n a l  expans ions  of  COBRA. For example,  unde r  S. 2402 
(Kennedy),  S. 2403 (Durenbe rge r )  and H.R.  4742- ( S t a r k ) ,  COBRA would have  
been amended t o  r e q u i r e  employers  t o  p r o v i d e  c o n t i n u e d  h e a l t h  cove rage  t o  
l a i d - o f f  worke r s  f o r  4 months a t  t h e  employe r ' s  expense .  While  t h e s e  
measures  d i d  n o t  p a s s ,  Congress  d i d  p r o v i d e  i n  t h e  Omnibus Budget 
R e c o n c i l i a t i o n  Act of 1986 (P.L. 99-509) a n  expans ion  of T i t l e  X t o  
r e q u i r e  c o n t i n u a t i o n  cove rage  f o r  r e t i r e e s  i n  c a s e s  where t h e  employer  
f i l e s  f o r  bankrup tcy .  ( S e e  CRS I s s u e  B r i e f  87182.) 

Medicare  Working Aged and Working Di sab led  Secondary  P a y e r  Requ i r emen t s  

A d i f f e r e n t  t y p e  of employer  mandate was l e g i s l a t e d  t h r o u g h  changes  
i n  t h e  Medicare  program and amendments t o  t h e  Age D i s c r i m i n a t i o n  i n  
Employment Act of 1967. P r i o r  t o  1982,  employers  g e n e r a l l y  u sed  Medicare  
cove rage  a s  t h e  b a s i c  h e a l t h  i n s u r a n c e  f o r  t h e i r  M e d i c a r e - e l i g i b l e  
employees supplemented by an employer-provided p o l i c y  which f i l l e d  i n  gaps  
i n  t h e  Medicare cove rage .  T h i s  tended  t o  e n s u r e  t h a t  h e a l t h  c a r e  c o s t s  



f o r  t h e i r  o l d e r  worke r s  were c o n f i n e d  t o  supp lemen ta l  a s  opposed t o  b a s i c  
h e a l t h  c a r e  cove rage .  I n  1982,  a s  p a r t  of t h e  Tax E q u i t y  and  F i s c a l  
R e s p o n s i b i l i t y  Act (TEFRA, P.L. 97-248), Congress  adop ted  a  p r o p o s a l  by 
t h e  Reagan A d m i n i s t r a t i o n  t o  r e q u i r e  t h a t  p r i v a t e  employers  w i t h  20 o r  
more employees ,  o f f e r  t h e i r  employees and t h e i r  employees '  s p o u s e s ,  a g e  
65-69, t h e i r  h e a l t h  i n s u r a n c e  p l a n ,  which would be t h e  p r imary  p a y e r  f o r  
a l l  c l a i m s .  T h i s  p r o v i s i o n  was adop ted  t o  r e d u c e  Medicare  e x p e n d i t u r e s  by 
s h i f t i n g  t h e  h e a l t h  c a r e  c o s t s  of o l d e r  workers  o n t o  employers .  The 
I I v o r k i n g  aged" o r  "secondary  payer" r equ i r emen t  was expanded t h r o u g h  
subsequen t  laws .  The D e f i c i t  Reduc t ion  Act o f  1984 (DEFRA, P.L. 98-369) 
expanded t h e  s p o u s a l  cove rage  t o  i n c l u d e  a l l  b e n e f i c i a r i e s  65-69 w i t h  
working  s p o u s e s  under  a g e  65. COBRA, (P.L. 99-272) made Medicare  b e n e f i t s  
s e c o n d a r y  t o  t h o s e  payab le  unde r  employer  g roup  p l a n s  f o r  employed 
i n d i v i d u a l s  a g e  65 o r  o v e r ,  and t h e  spouses  a g e  65 o r  o l d e r ,  o f  any  
employed i n d i v i d u a l  r e g a r d l e s s  of age.  OBRA (P.L. 99-509) i n c l u d e d  a  
Reagan A d m i n i s t r a t i o n  p r o p o s a l  r e q u i r i n g  employers  w i t h  100 employees  o r  
more t o  o f f e r  t h e i r  d i s a b l e d  workers  and t h e i r  spouses  t h e  o p t i o n  of 
cove rage  unde r  t h e i r  employers '  h e a l t h  p l a n  as t h e  p r imary  i n s u r a n c e  
p o l i c y .  

Bowen C a t a s t r o p h i c  Proposal 

I n  November 1986,  O t i s  Bowen, S e c r e t a r y  of  H e a l t h  and Human S e r v i c e s ,  
r e l e a s e d  a  r e p o r t  t o  P r e s i d e n t  Reagan on c a t a s t r o p h i c  i l l n e s s  expenses .  
T h i s  r e p o r t  was i n  r e s p o n s e  t o  t h e  p r e s i d e n t ' s  d i r e c t i v e  i n  h i s  Feb. 6 ,  
1986,  S t a t e  o f  t h e  Union a d d r e s s  t h a t  t h e  S e c r e t a r y  r e p o r t  t o  him "by 
year-end w i t h  r e c o r n e n d a t i o n s  on how t h e  p r i v a t e  s e c t o r  and Government c a n  
work t o g e t h e r  t o  a d d r e s s  t h e  problems of  a f f o r d a b l e  i n s u r a n c e  f o r  t h o s e  
whose l i f e  s a v i n g s  would o t h e r w i s e  be t h r e a t e n e d  when c a t a s t r o p h i c  i l l n e s s  
s t r i k e s . "  

While  t h e  Bowen r e p o r t  d i s c u s s e s  a  number of  o p t i o n s  t o  encourage  
employers  t o  p r o v i d e  c a t a s t r o p h i c  cove rage ,  i t  recomnends t h a t  S t a t e s  
r e q u i r e  t h a t  such  cove rage  be  o f f e r e d  i n  a l l  employment - re la ted  p l a n s .  I t  
s p e c i f i e s  t h a t  employers  should  n o t  be r e q u i r e d  t o  f i n a n c e  s u c h  c o v e r a g e ,  
and a l s o  recomnends t h e  e x t e n s i o n  o f  f u l l  t a x  d e d u c t i o n s  f o r  h e a l t h  
i n s u r a n c e  t o  t h e  se l f -employed  and u n i n c o r p o r a t e d  b u s i n e s s e s  ( c u r r e n t l y  a t  
25%) a s  l o n g  a s  cove rage  i s  i n c l u d e d  f o r  c a t a s t r o p h i c  expenses .  

A 1  t h o u g h  t h e  Reagan Admini s t r a t i o n  promoted S e c r e t a r y  Bowen's 
p r o p o s a l s  f o r  r e s t r u c t u r i n g  Medicare t o  c o v e r  c a t a s t r o p h i c  i l l n e s s  
e x p e n s e s ,  i t  d i d  n o t  e n d o r s e  t h e  recommendations i n  t h e  S e c r e t a r y ' s  
r e p o r t  f o r  mandat ing  c a t a s t r o p h i c  i l l n e s s  i n s u r a n c e  unde r  employer-  
p r o v i d e d  h e a l t h  b e n e f i t  p l a n s .  However, some o f  t h e s e  o p t i o n s  have  been 
i n c o r p o r a t e d  i n  l e g i s l a t i o n  i n t r o d u c e d  i n  t h e  1 0 0 t h  Congress ,  such  a s  H.R. 
2300 ( G r a d i s o n ) ,  which d e n i e s  tire t a x  d e d u c t i o n  f o r  employer -provided  
h e a l t h  i n s u r a n c e  t o  employers  who f a i l  t o  p r o v i d e  c a t a s t r o p h i c  c o v e r a g e .  

Types of  Mandated Coverage Proposals 

A v a r i e t y  of app roaches  t o  mandat ing  cove rage  a r e  i n c o r p o r a t e d  i n  
l e g i s l a t i o n  t h a t  h a s  been i n t r o d u c e d  i n  r e c e n t  y e a r s .  While  most a r e  



aimed a t  expanding  a c c e s s  t o  b a s i c  h e a l t h  i n s u r a n c e  by mandat ing  t h a t  
employers  p r o v i d e  h e a l t h  cove rage ,  o t h e r s  s e e k  a l s o  t o  d e f i n e  t h e  n a t u r e  
of t h e  b e n e f i t s  t o  be o f f e r e d .  There  a r e  a l s o  p r o p o s a l s  t h a t  r e q u i r e  
employers  t o  p r o v i d e  t h e i r  e x i s t i n g  b e n e f i t  packages  t o  employees ,  l a i d -  
o f f  employees ,  r e t i r e e s  a n d / o r  dependen t s  who e x p e r i e n c e  a  change  i n  j ob  
o r  f a m i l y  s t a t u s ,  F i n a l l y ,  o t h e r  p r o p o s a l s  r e q u i r e  employers  who a l r e a d y  
o f f e r  i n s u r a n c e  t o  o f f e r  s p e c i f i c  b e n e f i t s ,  such  a s  well-baby c a r e .  

D e f i n i n g  t h e  A p p l i c a t i o n ,  Na tu re  and Scope o f  Uandated H e a l t h  B e n e f i t s  

One o f  t h e  c o n t r o v e r s i e s  i n  p r o v i d i n g  f o r  any  F e d e r a l  mandate i s  
whe the r  o r  n o t  i t  shou ld  a p p l y  t o  a l l  employers ,  and i f  n o t ,  where t h e  
l i m i t s  s h o u l d  be  drawn. The Medicare working aged and COBRA T i t l e  X 
p r o v i s i o n s  exempt employers  w i t h  fewer  t h a n  20 employees ,  a l t h o u g h  t h e  
Medicare  working d i s a b l e d  p r o v i s i o n s  e n a c t e d  i n  OBRA o f  1986 (P.L.  99-509) 
a p p l y  t o  o n l y  t h o s e  employers  w i t h  more t h a n  100 employees.  Congress  h a s  
been wary of  a p p l y i n g  mandates  t o  s m a l l e r  employers  l a r g e l y  because  of 
c o n c e r n s  t h a t  t h e y  a r e  n o t  a s  e a s i l y  abso rbed  by such  f i r m s  and c o u l d  
c r e a t e  economic h a r d s h i p s .  Congress  has  a l s o  exc luded  t h e  F e d e r a l  
Government and r e l i g i o u s  o r g a n i z a t i o n s  from c e r t a i n  p r o v i s i o n s .  

The d e b a t e  o v e r  mandated b e n e f i t s  i s  i n f l u e n c e d  by conce rns  a b o u t  t h e  
l a c k  of  c o v e r a g e  a s  w e l l  a s  abou t  c o n c e r n s  t h a t  working Americans a r e  n o t  
a d e q u a t e l y  p r o t e c t e d  a g a i n s t  t h e  c o s t s  of  a  c a t a s t r o p h i c  i l l n e s s .  
Consequen t ly ,  t h e r e  a r e  p r o p o s a l s  t o  r e q u i r e  t h a t  employers  p r o v i d e  b a s i c  
h o s p i t a l  and medica l  i n s u r a n c e  a s  w e l l  a s  t h o s e  t h a t  would mandate o n l y  
c a t a s t r o p h i c  i l l n e s s  p r o t e c t i o n  ( s u c h  a s  recommended i n  t h e  Bowen r e p o r t ) .  
A more complex i s s u e  i s  whether  t h e  mandate shou ld  s p e c i f y  t h e  n a t u r e  of  
h e a l t h  b e n e f i t s  t o  be o f f e r e d  by employers .  Again,  t h e  p r o p o s a l s  v a r y  i n  
t h e i r  app roach .  Some, such  a s  t h e  Kennedy-Waxman p roposa l  (S.1265, H.R. 
2508) ,  r e q u i r e  a  minimum l e v e l  o f  b e n e f i t s  i n  t h e  h e a l t h  i n s u r a n c e  
package.  However, a n  a c t u a r i a l  e q u i v a l e n c y  p r o v i s i o n  a l l o w s  employe r s ,  t o  
o f f e r  d i f f e r e n t  mixes of b e n e f i t s  and employee c o s t - s h a r i n g  r e q u i r e m e n t s .  
O t h e r  b i l l s  l e a v e  t h e  n a t u r e  of t h e  b e n e f i t  package u n s p e c i f i e d .  T h e r e  
a r e  a l s o  more nar row1 y  d e f i n e d  p r o p o s a l s  t h a t  mandate t h a t  employers  who 
a l r e a d y  p r o v i d e  h e a l t h  i n s u r a n c e  i n c l u d e  w i t h i n  t h e i r  b e n e f i t  package  
s p e c i f i c  s e r v i c e s ,  such  a s  cove rage  f o r  p e d i a t r i c  p r e v e n t i v e  h e a l t h  c a r e  
(H.R. 1449,  S. 968) .  

D e f i n i n g  the P o p u l a t i o n  t o  b e  Covered and t h e  D u r a t i o n  o f  Coverage 

Whichever app roach  i s  pursued ,  i t  i s  n e c e s s a r y  t o  d e f i n e  t h e  
b e n e f i c i a r i e s  who would r e c e i v e  t h e  mandated h e a l t h  cove rage .  The 
e m p l o y e r ' s  r e s p o n s i b i l i t y  cou ld  be l i m i t e d  t o  a c t i v e  f u l l  t ime employees ,  
o r  expanded t o  i n c l u d e  any  o r  a l l  o f  t h e  f o l l o w i n g :  p a r t - t i m e  employees ,  
s e a s o n a l  employees ,  r e t i r e d  employees,  spouses ,  widowed a n d / o r  d i v o r c e d  
s p o u s e s ,  dependent  f a m i l y  members, and employees who have  t e r m i n a t e d  t h e i r  
employment, e i t h e r  v o l u n t a r i l y  o r  i n v o l u n t a r i l y .  T i t l e  X of COBRA and i t s  
subsequen t  amendments p r o v i d e  an  example of a  broad  d e f i n i t i o n  of 
b e n e f i c i a r i e s .  

I n  t h e  same v e i n ,  some p r o p o s a l s  a r e  d i r e c t e d  a t  e n s u r i n g  t h a t  
employers  o f f e r  h e a l t h  b e n e f i t s  beyond t h e  p o i n t  a t  which t h e  employee 
(and  h i s / h e r  d e p e n d e n t s )  ha s  an i m n e d i a t e  c o n n e c t i o n  w i t h  t h e  employer .  



I n  t h e  p a s t ,  Congress  has  c o n s i d e r e d  p r o p o s a l s  t o  r e q u i r e  t h a t  employe r s  
pay f o r  t h e  c o n t i n u e d  g roup  cove rage  of l a i d - o f f  employees f o r  a  d e f i n e d  
p e r i o d  o f  t ime.  I n  t h i s  c a s e ,  t h e  b e n e f i t  package may o r  may n o t  be 
d e f i n e d .  Such c o n t i n u a t i o n  of cove rage  mandates  may e x t e n d  t o  l a i d - o f f  o r  
o t h e r w i s e  t e r m i n a t e d  employees ,  r e t i r e e s  of  t h e  f i r m  and dependen t  s p o u s e s  
and dependen t s  of  such  employees.  

D e f i n i n g  t h e  L i a b i l i t y  o f  Ehp loye r s  and Employees 

The p r o p o s a l s  t o  mandate employer-provided i n s u r a n c e  a l s o  g e n e r a l l y  
d e f i n e  t h e  l imi t s  o f  t h e  employe r ' s  f i n a n c i a l  o b l i g a t i o n  t o  pay f o r  t h o s e  
b e n e f i t s .  I n  T i t l e  X of  COBRA, Congress  a u t h o r i z e d  employers  t o  r e q u i r e  
t h e  employee t o  pay f o r  t h e  c o n t i n u e d  h e a l t h  cove rage ,  p l u s  a  s m a l l  f e e  t o  
c o v e r  t h e  e m p l o y e r ' s  a d m i n i s t r a t i v e  c o s t s .  I n  o t h e r  p r o p o s a l s ,  t h e  f o c u s  
i s  t o  keep  t h e  employee ' s  c o s t s  f o r  cove rage  low by r e q u i r i n g  employers  t o  
pay a  l a r g e  p o r t i o n  of t h e  premium. The Kennedy-Waxman p l a n  (S.  1265,  
H.R. 2508) ,  f o r  example,  r e q u i r e s  t h a t  t h e  employer  pay 80% of t h e  
employee ' s  i n s u r a n c e  premium (and  100% f o r  l o r i n c o m e  employees)  which i n  
t u r n  i s  d e d u c t i b l e  from t h e  employe r ' s  t a x e s  a s  a  c o s t  of d o i n g  b u s i n e s s .  

H.R. 1449 ( J e n k i n s ) ,  S. 968 ( C h a f e e l  
C h i l d  H e a l t h  I n c e n t i v e s  Reform Program. Amends t h e  I n t e r n a l  Revenue 

Code of 1986 t o  deny an employer  a  d e d u c t i o n  f o r  g roup  h e a l t h  p l a n  
e x p e n s e s  u n l e s s  s u c h  p l a n  i n c l u d e s  f i r s t  d o l l a r  cove rage  f o r  p e d i a t r i c  
h e a l t h  c a r e .  H.R. 1449 i n t r o d u c e d  Mar. 5 ,  1987; r e f e r r e d  t o  Comni t t ee  on 
Ways and Means. S. 968 i n t r o d u c e d  Apr. 9 ,  1987; r e f e r r e d  t o  Comni t t ee  on 
F i n a n c e  . 

H.R. 2300 (Grad i son )  
C a t a s t r o p h i c  I l l n e s s  Expense P r o t e c t i o n  Amendments of 1987. Amends 

t h e  I n t e r n a l  Revenue Code of 1986 t o  deny a d e d u c t i o n  f o r  g roup  h e a l t h  
p l a n  e x p e n s e s  u n l e s s  an employe r ' s  p l a n  i n c l u d e s  p r o t e c t i o n  a g a i n s t  
c a t a s t r o p h i c  p h y s i c i a n  and h o s p i t a l  expenses  a s  p a r t  o f  t h a t  c o v e r a g e .  
L i m i t s  e m p l o y e e  l i a b i l i t y  f o r  p h y s i c i a n  and h o s p i t a l  e x p e n s e s  t o  
out -of -pocket  c o s t s  of $200.0 f o r  i n d i v i d u a l s  and $3,500 f o r  f a m i l i e s .  
A p p l i e s  t o  employers  w i th  20 employees o r  more. I n t r o d u c e d  May 6 ,  1987;  
r e f e r r e d  t o  Comni t tee  on Ways and Means. 

H A .  4951 ( S t a r k )  
Employee H e a l t h  B e n e f i t  Improvement Act of 1988. Amends t h e  I n t e r n a l  

Revenue Code of 1986 t o  impose a  t a x  on employers  t h a t  f a i l  t o  p r o v i d e  
h e a l t h  b e n e f i t  p l a n s  t o  t h e i r  employees and t h e i r  dependen t s .  P r e s c r i b e s  
cove rage  and premium r e q u i r e m e n t s  f o r  such  p l a n s ,  and e s t a b l i s h e s  a t a x  
c r e d i t  f o r  employee h e a l t h  c a r e  premium payments. P r o v i d e s  f o r  t h e  
e s t a b l i s h m e n t  o f  a  F e d e r a l  h e a l t h  i n s u r a n c e  pool  i n  any  S t a t e  t h a t  f a i l s  
t o  p r o v i d e  a  q u a l i f i e d  poo l .  Requ i r e s  t h e  S t a t e  o r  F e d e r a l  poo l  t o  make 
h e a l t h  i n s u r a n c e  a v a i l a b l e  t o  a l l  employers  and i n d i v i d u a l s  i n  t h a t  
S t a t e .  I n t r o d u c e d  J u n e  29 ,  1988; r e f e r r e d  t o  Comni t tee  on Ways and Means. 



S. 1265 (Kennedy), H . R .  2508 (Waxmen) 
Minimum H e a l t h  B e n e f i t s  f o r  a l l  Workers Act .  Amends t h e  P u b l i c  

H e a l t h  S e r v i c e  A c t ,  t h e  F a i r  Labor S t a n d a r d s  Ac t ,  and t h e  Employee 
Re t i r emen t  Income S e c u r i t y  Act t o  r e q u i r e  t h a t  employers  e n r o l l  t h e i r  
employees  i n  a  h e a l t h  b e n e f i t  p l an  t h a t  c o v e r s  s p e c i f i e d  h e a l t h  s e r v i c e s ,  
and p r o v i d e s  p r o t e c t i o n  a g a i n s e  c a t a s t r o p h i c  i l l n e s s  expenses .  L i m i t s  t h e  
d e d u c t i b l e  t o  $250 p e r  pe r son  ($500 p e r  f a m i l y )  and l i m i t s  copayments  t o  
20% o f  t h e  c o s t  of any  s e r v i c e  ( e x c l u d i n g  c e r t a i n  s e r v i c e s  f o r  which 
copayments  a r e  p r o h i b i t e d ) .  L i m i t s  t h e  employee ' s  s h a r e  t o  20% of t h e  
c o s t  of  c o v e r a g e ,  and r e q u i r e s  t h e  employer t o  c o v e r  t h e  f u l l  c o s t  of t h e  
premium f o r  low wage workers .  P r o v i d e s  t h a t  employers  can  p r o v i d e  
b e n e f i t s  t h a t  a r e  e q u i v a l e n t  on an a c t u a r i a l  b a s i s  t o  t h o s e  s p e c i f i e d .  
Employers who do  n o t  have a  p l a n  t h a t  meets  t h e  minimum b e n e f i t  s t a n d a r d s  
would be  r e q u i r e d  t o  j o i n  r e g i o n a l  i n s u r a n c e  p o o l s  t o  be  e s t a b l i s h e d  by 
t h e  S e c r e t a r y  of H e a l t h  and Human S e r v i c e s .  F a i l u r e  by a n  employer  t o  
p r o v i d e  i n s u r a n c e  would r e s u l t  i n  t h e  l o s s  of e l i g i b i l i t y  f o r  g r a n t s ,  
c o n t r a c t s ,  l o a n s  o r  l o a n  g u a r a n t e e s  under  t h e  P u b l i c  H e a l t h  S e r v i c e  Act o r  
c i v i l  p e n a l t i e s  under  t h e  F a i r  Labor S t a n d a r d s  Act.  P r o v i d e s  t h a t  an  
i n d i v i d u a l  may s u e  i n  F e d e r a l  c o u r t  f o r  i n j u n c t i v e  r e l i e f .  S. 1265 
i n t r o d u c e d  May 21, 1987; r e f e r r e d  t o  Conmit tee  on Labor and Human 
Resources .  On Feb. 17 ,  1988,  t h e  Committee v o t e d  t o  r e p o r t  S. 1265,  a s  
amended, t o  t h e  Sena t e .  H.R. 2508 i n t r o d u c e d  May 21, 1987; r e f e r r e d  t o  
Conmi t t ee s  on Energy and Commerce, and Educa t ion  and Labor.  
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