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c. SOURCE OF PREMIUM PAYMENT

Almost two-thirds of the persons in Minnesota insured

for health insurance "by insurance companies "are protected

under group insurance plans. Nationwide, e~ployeTs pay about

80 percent of the total premium cost for such employed persons.

About 50 percent of the employed people with group coverage

have the full premium cost paid by employers; about 25 per-

cent have 75 percent of the premium cost paid; about 16 percent

cent have 50 percent of the premium cost paid; and about 6 per-

cent have 25 percent of the premium cost paid. Less than 1

percent of employees have to pay the entire cost of such group

pl~ns. Employed persons normally pay a larger percentage of

the premium for any dependents who recei~e coverage through
L1the group ..

For group insurance, an individual nrust be a member of a

group in order to qualify for health insurance coverage. If

a person is a bona fide member of the group, he or she will

be covered by any h~alth insurance for which the group is

eligible. Coverage for dependents of the insured is usually

optional according to the wishes of the insured.

For individual insurance there is a general underwriting

r~quirement that the applicant provide evidence of good health.

Occasionally insurors, including Blue Cross and Blue Shield,

have open enrollment periods during which indiviuduals can

enroll ~ithout evidence of insurability; however, these

periods of open enrollment often exclude from coverage claims

which stem from a pre-existing conditon. It is estimated
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that about 5 percent of the population would not be offered

some form of health insurance on an individual basis if they

'applied for such 5coverage.

E. CATASTROPHIC EXPENSE

The incidence of catastrophic illness or accident induced

expense is, of course, dependent upon the dollar amount beyond

which an expense becomes catastrophic. Estimates, therefore,

vary as to the individuals incidence of catastrophic illness.

If the expense level beyond which an illness is catastrophic
.,

is placed at $5,000 in 1973, one estimate states that about

4/10 percent of all persons may be expected to incur a single

catastrophic incident in a 12 month period. 6

An older study, based on 1969 data places the incidence

7much lower at .0013 percent. The average cost of a catas-

trophic expense is estimated to be $4,000 in excess of the
8

$5,000 threshold level, or $9,000. (See also Part Five:

Consumers.)
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FOOTNOTES

lTestimony of Mr. John Tracy'Anderson,' Minnesota Blue Gross/
Blue Shield, October 11, 1974 he~ring.

2According to information submitted by Minnesota Blue Crossl
Blue Shield on December 2, 1974, the actual 1972 figures
were 16.6% for Blue Shield, 6.6% for Blue Cross, and 10%
for the two combined.

3lnformation submitted by Northwestern National Life Insurance,
January 24, 1974.

4Information submitted by the Health Insurance Association of
America, January 25, 1974.

5Information submitted by Northwestern National Life Insurance,
January 24, 1974.

6 Ibid .

7Information submit·ted by the Health Insurance Association of
America, January 25, 1974. .

8Information submitted by Northwestern National Life Insurance,
January 24, 1974.
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PART SEVEN: GOVERNMENT PROGRAMS

There are three main programs by which the government

finances health care for citizens: Medicaid, Medicare, and

tax subsidies. The first two programs are directed at lower

income beneficiaries and senior citizens, while benefits

under the third program accrue mainly to middle and upper

income individuals. The following table shows the distri­

bution of federal beriefits by program and beneficiary income

level in 1970.

DISTRIBUTION OF BENEFITS BY INCOME AND PROGRAM

By Program

. ~

Total
Federal
Benefits

Medicare
Payments

Federal
Medicaid
Payments

Federal
Tax
Subsidies

Source: Testimony of Ms. Karen Davis, The Brookings
Institution, before the Subcommittee on Consumer
Economics of the Joint Economic Committee,
May 15, 1973.
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T. TAX SUBSIDIES

Federal tax regulations allow a deduction of all m~dical

expenses, including health insurance premiums, over three

percent of the taxpayer's gross income. In addition, health

i.nsurance premiums paid by the taxpayer's employer aTe not

considered part of the employee's taxable income. In Minnesota,

state law permits deduction of all medical expenses. Since

fewer low income families itemize deductions on tax returns,

these provisions are most often use~ by middle and upper income

taxpayf)rs. In addition, the tax benefit is grcateT in higher

tax brackets. For example, if a family of fOUT with an annual

income of $10,000 incurred medical expenses of $4,000, i~s

federal taxes would be reduced by $703. On the other hand,

a family of fouY with an annual income of $40,000 and medical
1

expenses of $4,000 would have a tax reduction of $1,176.

Even though the three percent threshold is higher for the

upper income family, the higher marginal tax rate payed by the

family makes the ultimate tax savings greater. In other words,

the government pays a larger amount of the higher income

family's health bill through the income tax mechanism.

Thus, the present tax subsidy form of public health

financing may be aiding most those who can most afford to

absotb medical costs; those who cannot absorb the loss do not

take advantage of the subsidy program, or do not benefit in

amounts equal to upper income taxpayers.
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II. MEDICAID (MEDICAL ASSISTANCE)

The Medicaid program (Title XIX of the Social Security'

Act) is designed to provide medical services to the medically

indigent and the categorically indigent. The medically indi­

gent are those individuals or families who are in need of

medical care, but cannot afford the costs of needed services.

In addition to certain "spend down" requirements, applicants

must meet prescribed state income eligibility limits. In

Minnesota, a family of two may have an annual income of up to

$3,250, plus $625 for each legal dependent. Eligibility

standards for the medically indigent are required by federal

law to be at least as liberal as the most liberal eligibil-

ity standards for any state income maintenance program in which

the federal government participates. The categorically indi­

gent are those individuals or families who are eligible for

or receiving supplemental security income or aid to families

with dependent children. There are no co-payments or deduct­

ibles in the Medicaid program.

Since the inception of Medicaid ln the mid-1960's, costs

for the program have continued to rise sharply. In the Social

Security Amendments of 1972, Congress attempted to contain the

costs of the program by mandating certain cost saving devices.

S~ecifically, federal participation in capital expenditures

not approved by planning agencies was limited; optional and

mandatory patient cost-sharing procedures were introduced;

federal matching grants were made available to states design­

ing and implenlenting centralized management systems; and
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Professional Standards Review Organizations (PSROs) were

mandated to study utiliza~ion of facilities and services by

Medicaid and Medicare patients. Thereh?s been little signif-

icant experience under the new provisions; it is too early to

tell whether the new efforts will be effective in c~ntrolling

the cost of the Medicaid program. 2

In Minnesota, Medicaid is known as medical assistance.

The program is administered on the state level by the Depart­

ment' of Public Welfare (DPW) , and was formerly administered

on the local level by the eighty-seven county welfare boards.

The state is now in the process of implemellting a statewide

central payment disbursement system. All medical assistance

administration will be on the state level after complete

implementation of the system.

Under the ~edical assistance program, doctors and dentists

are reimbursed on a fee for service basis, subject to limita-

tions of the 75th percentile of usual and customary fees and

not to exceed Medicare rates. Nursing homes are reimbursed

under DPW Rule 49, which sets forth a procedure for determining

the cost of care in each home, subject to regional limitations.

Hospitals are reimbursed on a charge basis, which may not

exceed Medicare charges.

In Minnesota, medical assistance expenditures have risen

from $121,106,134 in 1972 to $227,389,859 in 1974. However,

$85,500,000 of the increase is solely attributable to the

inclusion of Intermediate Care Facilities CICFs) as medical

vendors under medical assistance.
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ICF care was made under income maintenance programs. 3 The

chart details medical assistance expenditures during the

period of 1972-1974:'

MINNESOTA MEDICAL ASSISTANCE
BY CATEGORY OF SERVICE

FISCAL YEARS 1972 - 1974

Physicians Services
Surgical Services
Other Practitioners
PrescTibed Drugs
Medical Supplies
Dental Care
Dentures
Inpatient Hospital

Care
Intermediate CaTe

Facility (ICF)
Skilled Nursing ,

Facility (SNF)
Extended NUTsing Horne
Visiting Nurse

,Eye Glasses
Prosthetic Appliances
Health Insurance
Ambulance SeTvice
Transportation
Outpatient Hospital

Care
Lab &X-Ray
Horne Health
State Hosp. Inpatient
TB Sanatorium
Other

Fiscal Year
1972 - Total

$ 14,830,122
2,273,166
1,236,606

12,662,241
241,657

5,273,935
939,630

35,261,053

Not included

34,467,736
1,822,577

428,334
1,:"07,230

722,068
1,357,432

465,841
409,812

3,712,872
664,355
166,072

1,938,853
229,019
695,522

Fiscal Year
1973 - Total

$ 16,570,559
2,718,459
1,288,645

13,196,189
264,271

5,547,634
938,343

39,345,482

59,048,506

36,322,374
254,822
429,548

,1,362,712
828,916

1,280,247
462,580
555,413

4,481,447
749,059
165,717

2,047,020
90,457

963,623

Fisca.1 Year
1974 - Total

$ 17,167,074
2,826,833
1,378,290

13,181,191 '
23 5 , 71°--,'

5,698,861
828, 139 ~-'

41,719,081

85,573,152

42,261,459
146,000·r-
539,304

1,338,908
743,781

1,309,441
448,510
719,408

4,619,672
781,328
156,018-/

4,290,307
40,543

1,386,844

I
I
i

Total' $121,106,134* $188,912,024* $227,389,859*

Federal Share: $ 68,812,805 $108,378,828 $130,453,562

Source: Minnesota Department of P~b1ic Welfare

* Ma.y not add due to rounding

202



The state and county shares are determined by subtracting

the federal share from the total expenditures and dividing

the resulting figure in half. The Federal Government pays for

more than half of the total cost.

The number of persons on medical assistance in the state

has increased considerably. With the exc~ption of 1971 and

1972, the average payment per recipient has risen, and can

be expected to rise over the next several years. The estimated

average payment per recipient in 1977 will be over two times

as much as the average payment per recipient in 1967. The

following chart sets forth these trends. Figures were not

available to show what percentage of the rise in expenditur~s was

due solely to inflation, and what percentage was due ·to the

increased number of services delivered.

MINNESOTA
MEDICAL ASSISTANCE

Caseload, Average Grant, and Gross Cost Trends
Fiscal Years .1966 thru 1977

Average Average
Fiscal Yr. Eligible Monthly
Ending Monthly Recipients
June 30th Persons (Persons)

Average
Payment
Monthly

Average
Payment
Per Total
Recipient Payments

$ 99.88 $ 34,054,849
91.03 69,048}737
95.94 76,563}124

104.02 92,681,171
118.51 110,668,483
109.83 111,269,453
106.3]. 121 t 106,079
152.55 188,912,017
171.27 227,236,707
187.48 261,196,000
211.68 303,801,000
231.91 336,178,000

11 months

$ 5,675,809
5,754,061
6,380.:)60
7,723,431
9,222,374
9,272,455

10,092,173
15,742,668
18,936,393
21,766,000
25,317,000
28,015,000

** Based on

1966* 124,645 56,825
1967 143,335 63,210
1968 157,833 66,506
1969 161,791 74,249
1970 172,766 77,822
1971 201,685 84,425
1972 221,352 94,936
1973 223,301 103,194
1974** E 212,000 110,566
1975 E 222,600 116,100
1976 E 229,300 119,600
1977 E 231,600 120,800

* January, 1966 - June, 1966.
E - Estimate
Source: Minnesota Department. of Public Welfare.
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The Minnesota experience of escalating costs is similar

to the national trend.
\

In an effort to control the cost of

the medical assistance progr~m, the Department of Public

Welfare currently uses the following devices:

(a) Prior authorization of medical services. (As a

control device, prior authorization has limited application

in the field of medical services. Itis used mostly in cases

of dental appliances and cosmetic surgery.)

(b) Rate setting, especially for long term care facili­
ties.

(c). Surveillance to detec t patient or vendor abuse.

(d) Utilization review of all patients admitted to

health facilities.

(e) Post-payment investigati6n and recovery of wrongful

payments.

(f) Recovery of benefits from responsible third parties

(commercial insurance, Workmen's Compensation, etc.).4

However, it was admitted by the Department that post-

service cost controls are far less effective than prospective

5controls. Unless some provision is made for expanded pro-

spective controls, the costs of the medical assistance program

. i

i
. ,

may not be significantly reduced. In addition to procedures

now used, the Department proposes the following mechanisms as

means of containing the costs of the program:

(a) Implementation of the centralized disbursement

system. Once fully operational, the system should enable state

officials to detect abuse and overpay~ent, and to compile mean-

ingful data on the cost effectiveness of the entire program.
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(b) Legislative requests for rights of subrogation and

assignment in cases in which third party reimbursement is

available.

(c) Enrollment in Health Maintenance Organizations.

While Minnesota experience has been limited to HMOs operating

in the Iron Range and Two Harbors, it has shown cost savings

of $5.00 per month per beneficiary. Experience in California

tends to indicate that significant annual savings ($20,000,000)

may be possible. However, the Department is not currently

r~ceiving contract offers to cover the Medicaid population. 6

It was the ultimate opinion of the Department that truly

effective cost control may only be effected by either reducing

the number of voluntary services offered in the program, or

by. setting a ceiling on the total state expenditures and

thus forcing a reduction in the number of services covered.

III. MEDICARE

The Medicare program (Title XVIII of the Social Security

Act) is designed to aid individuals over age 65 to pay medical

bills. The program consists of two parts. Part A, Hospital

Insurance, covers up to 90 days of hospitalization per benefit

period, up to 100 days of post-hospitalization care at a skilled

nursing facility, and up to 100 post-hospitalization home health

care visits. Part A is financed prilnarily by social security

payroll contributions. There is an $84 deductible per

benefit period, which will be raised to $92 in 1975. There

is a $21 co-payment per day for the 6l-90th days of hospital-

ization per benefit period; the co-payment will be raised to
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$23 in 1975. There is a $10.50 co-payment per day for the

2l-l00th days of post-hospitalization care in a skilled

nursing facility; this co-payment will be raised to $11.50

in 1975. In addition to the benefits detailed above, there

is a single lifetime reserve of 60 hospital days, with a co-

payment of $36 per day.

Part B, Supplemental Medical Insurance, covers physicians'

services, certain diagnostic laboratory and x-ray pro~edures,

some home health visits not preceded by hospitalization, and

some outpatient speech and physical therapy. Part B is

funded primarily by premiums payed by beneficiaries ($6.70

per month) and federal contributions. There is an annual $60

deductible and a 20% co-payment on most covered services.

The program is administered by HEW, which contracts with

fiscal intermediaries to administer the program in the various

states. The major national contractor is Blue Cross-Blue

Shield, which in turn subcontracts with 72 state plans.

Payment of benefits is on a reasonable cost basis for

institutional providers, and a reasonable charge basis for

non-institutional providers. The fiscal intermediary deter-

mines reasonable cost on the basis of actual costs, subject

to ceilings mandated by the Social Security Amendments of

1972. Reasonable charges are determined by the fiscal inter-

mediary on the basis of customary and prevailing charges

within the geographical area.

Of the estimated 21.7 million individuals over 65 in

the nation, 21.1 million, or 98% are enrolled in Part A.
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Approximately 20.8 million or 96% are enrolled in Part B.?

Critics of the Medicare program point out that out-of-

pocket expenses may present a substantial burden for the

majority of elderly beneficiaries. In 1972, the average

per capita personal expertditure in the Medicare population

was $404. 8 In addition, after 150 days of hospitalization,

the individual must pay all expenses. The 20% co-payment

under Part B must always be met, even if the physician's bill

runs into thousands of dollars. Even the protection of a

II rea son o.b1 e cha r ge" may bel0 s t ~ I f th e phy sic i ;) nag y eesta

accept assignment of the beneficiary1s claim for reimburs~ment,

the physician agrees to be bound by the reasonable fee, and

the patient is billed for only 20% of that fee. If the

physician refuses to accept assignment (and it is optional),

the patient submits the claim to Medicare, and is reimbursed

only for 80% of the reasonable fee. If the physician's bill

is higheT, the patient must pay the 20% co-payment and the

remaining amount. Thus, in certain cases, the Medicare

program does not offer adequate protection against catas-

trophic illness or excessively high bills.

The primary fiscal intermediary for Medicare in the state

is Blue Cross - Blue Shield of Minnesota. Commel'cial insurance

companies and the Department of Public Welfare perform

limited roles as fiscal intermediaries. The state has 417,095

enrollees in Part A and 408,385 enrollees in Part B.
IO

The

Minnesota hospital admission rate in the Medicare population

(369.5 per 1,000 beneficiaries) is higher than the national

rate (305.2 per l~OOO benefjciaries). However, the state
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nursing facility admission rate per 1,000 beneficiaries is

lower (19.0) than the national rate (20.4). Minnesota also

has 2.6 ~ore home health care case starts per 1,000 benefi­

ciaries than did the nation (14.6 as opposed to 12.0).11

Further comparisons indicate that Minnesota has 5 more hrispi-

tal beds per 1,000 beneficiaries than the nation as a whole,

b 5 f d d b d 1 000 b f "· " 12ut ewer exten e care e s per, ene lClarles.

In reimbursement dollars, Minnesota paid less per enrollee

in Part B ($97) than the national average ($103); but more

($298) than the national average for payments under Part A

($268) during 1971.
13

The number of claims in Minnesota has increased steadily

since the inception of the program; the amount paid out

under Part A has doubled since 1966. The chart below indi-

cates these trends.

BLUE CROSS-BLUE SHIELD OF MINNESOTA
CLAIMS ACTIVITY FOR PART A OF MEDICARE

NUMBER OF TOTAL AMOUNT OF
FISCAL CLAIMS INPATIENT
YEAR PAID CLAIMS PAID

TOTAL AMOUNT OF
OUTPATIENT
CLAIMS PAID

TOTAL AMT.
OF CLAIMS

PAID

. I

1966
1967
1968
1969
1970
1971
1972
1973

210,000
246,000
276,000
260,000
267,000
283,000
312,000
323,000

$ 79,000,000
83,450,000
96,203,000

101,557,000
115,665,000
127,250,000
137,000,000
151,000,000

$ 900,000
1,016,000
1,652,000
3,445,000
5,151,000
5,387,000
5,346,000
9,369,000

$ 79,900,000
84,466,000
97,855,000

105,002,000
120,816,000
132,637,000
143,346,000
160,369,000

Source: Blue Cross - Blue Shield of Minnesota

208



Cost containment in the Medicare program presents a

disturbing dilemma. The most effective method of controlling

costs is to increase the dedtictibles, co-payments, and pre­

miums. However, the elderly population which the program is

designed to aid cannot afford significantly higher costs, as

many of them are living on fixed incomes, in an era of rapid

inflation. The setting of flat "reasonable rates" is an empty

prospect if th~ physician may still refuse to accept assign­

ment of the claim.

Blue Cross-Blue Shield of Minnesota testified that the

measures enacted in the Social Security Amendments of 1972

(PSROs), limited federal participation in capital expendi­

tures, etc.) will aid in controlling the'costs of the program.

In addition, an increase in the social security payroll

contribution and an increase in the tax base may have some

effect in financing rising costs.
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FOOTNOTES

lTestimony of Ms. Karen Davis, The Brookings Institution,
before the Subcommittee on Consumer Economics of the
Joint Economic Committee, May 15, 1973.

2p.L. 92-603.

3Minnesota Department of Public Welfare.

4Testimony of David Van Wyck, Minnesota Department of Public
W~lfare, November 15, 1974.

5Ibid .

6I bid..

7National Health Insurance Resource Book,
W~ys and Means, April 1974, p. 431.

8 . SDavIs, upra.

10 B1ue Cross-Blue Shield of Minnesota.

llIbid.

House Committee on

I
.1

l2National Health Insurance Resource Book, Supra., pp.434
-ancf 458.

l3Ibid., pp. 434 and 458.
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PART EIGHT; RECOlvIMENDATIONS AND COMMENTS

.1. RECOMMENDATIONS

NATIONAL HEALTH IJ'.ISURANCE

1. Endorse the concept of national health insurance as a

plan that would remove financial barriers for Americans

in need of medical care and encourage quality health

caTe for all.

HOSPITALS

1. DeclaTe a two year mOTatorium on the constTuction of

new hospital beds and authorize a one year study of the

effect of the moratorium and the certificate of need

process. This study should commence at the end of the

1975 Legislative Session and be reported to the 1976

Legislative Session.

2. Amendments to the Certif iea te of Need LaVI:

a) Prohibit automatic renewal of a Certificate of Need
if the present certification expires prior to the
commencement of construction.

b) Include doctors' clinics and physician group practices
with over five members under Certificate of Need Law.

c) Repeal the Appeal Board section of the Certificate
of Need Law and leave the appeal process to the
courts.

d) Require all health care facilities to share the use
of expensive technical equipment and services. Any
request for special units and equipment should be
reviewed in light of existing services in that area
or community and not just on whether they are avail­
able at the particular facility. Comprehensive
Health Planning should study the distribution of
existing special services and, on basis of population
and geographic distances, set guidelines for needs.
A study should also be conduct(~d of the existing
services including recommendations for closing of
certain units where duplication exists. Prior to
approval for acquistion of spe~ial service equip-
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ment a health care facility must show a three year
analysis of the anticipated effect on rates. A
similar analysis should be made for debt financing
programs. .

e) Mandate the establishment of bed banks when
facilities fall below a minimum for hospitals in
cities of the first class. Facilities will be
permitted to maintain the bed level of the
existing occupancy rate plus a 10% allowance for
flexibility and emergencies. Once beds have been
banked, facilities must show a need before re­
opening beds beyond the 10% level.

f) Allow state agencies to decertify the need for
existing fac~lities as well as certify the need
for new facilities.

4. That rate regulation of health ~are facilities and all

types of health insurance be conducted by appropriate

existing agencies.

5. That the alternatives to retrospective reimbursement

of health care facilities be explored.

6 .. Require uniform accounting and financial reporting by

health care facilities on a state level and attempt to

work out an arrangement with Federal agencies to coor-

dinate with their accounting and reporting requirements.

7. Coordinate all regulation and inspection of health care

facilities in one state agency.

HOSPITAL BASED SPECIALISTS

1. Require all tax exempt hospitals to employ all pathologists,

radiologists and anesthesiologists on a salaried basis.

Pathologists, radiologists and anesthesiologists should

be prohibited from billing patients directly for service

performed for patients while in hospitals on an in-patient

or out-patient basis.
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2. Require public disclosure of all personnel salaries by

hospitals claiming tax exempt status.

The above recommendations are made in an attempt to

reduce costs through the least restrictive regulation. By

mandating disclosure, it is hoped that a more comp~titive

market for the services of specialists will develop and

that hospital administrators will haie an effective means

of controlling the purchase of unnece~sary equipment and

services.

MANPOWER

1. That immediate attention and priority be given to th~

expansion and orderly development of the allied heal t'h

manpower training system, and particularly those

programs designed to 'train allied health personnel in

short supply. Special education programs, including

refresher courses, should be developed in rural areas.

2. That the Board of Health and appropriate licensing boards

shall define the scope of practice for nurses and

paraprofessionals and shall delineate those procedures

which may be performed independently of a physician and

those procedures which may be performed only under the

direction of a physician. Special emphasis shall be

placed on the delegation of functions to the next lowest

grade professional; e.g., the delegation of well-baby

care to a pediatric nurse associate. In addition, the

legislature should clearly defin~ the legal liability of

the supervising physician in instances in which a nurse

or paraprofessional is performing duties independently
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or under the direction of the physician.

3. Require third party reimbursors to pay for services

performed by physiciahs, assistants and nurses. As

additional types of paraprofessionals are credentialed,

reimbursement coverage should be extended for services

performed by each new paraprofessional classification.

4. Encourage general practitioners and specialists trained

in Minnesota to remain in the State and to locate and

practice in medically underserved areas.

CONSUMERS

1. That public health education programs be expanded.

Particular emphasis should be placed on the development

of programs:

a) On all levels of the public school system, including
health conswner education courses on the secondary
level;

b) Integrating educational components in the delivery
of health care services.

c) Emphasizing the availability and use of screening
programs.

2. That the legislature enact legislation permitting the

substitution of generic drugs for name brand drugs.

3. That public information brochures on rates and services

of physicians and hospitals and other bealth care

facilities be made av~ilable in all communities.

4. That the appointment of consumers to hospital boards, and

planning and licensing boards be encouraged. In addition,

the consumers appointed should reflect the various in-

terests within the community and their effective partici-

pation in board activities should be ensured through
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orientation and continuing education programs.

5. That the legislature enact legislation prohibiting

collection agencies from pursuing consumers in matters

of health care payments until 'the issue of liability,

between the consumer and any third party reimburseI',

is settled.

HEALTH INSURANCE

1. It is recognized that competitive pressures will cause

the existing health care system, based on retrospective

reimbursement, to behave in a more cost effective

fasllion. The major form of competition which can have

this result is a system based on pre-payment> or the

concept embodied in the Health Maintenance Organization.

Mandatory dual choice for employers with 150 or more

employees will help HMOs compete more effectively with

the present system and should be adopted.

2. Encourage further work and study in mandating minimum

benefits provided under health insurance policies sold

in the State, including minimum benefits for catastTophic

coverage, and development of a plan of health insurance

providing catastrophic coverage to the handicapped,

uninsurable and others not having health ins~rance

available. Both of these acts should provide coverage

for ambulatory services. Minimum benefits in group

health insurance plans should cover services including

but not limited to periodic screening, immunization

and non-communicable disease control (coronary disease,

hypertension, etc.).
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3. Require uniformity among all health insurance claim forms,

be they of the type submitted by the individual, or of the

type submitted by a provider (and attempt to make them

uniform with Federal forms).

4. Require payment of insurance claims within a specified

period or an explanation for the delay; failure to comply

would result in a penalty to the insuror which would

accrue to the insured.

5. Consider enactment of laws similar to the 1974 California

law whicl} requires an understandable disclosure of

benefits under health insurance policies.

6. Prohibit the sale of health and accident insurance which·

is so limited as to be of no substantial economic benefit

to the insured (dread disease policies). 1. [

7
I • Require insurors to provide subscribers with a written

reason, including citation to poJ.icy language, for denial

of a claim.

8. Require effective consumer representation on Blue Cross

Board of Directors by having them appointed by some

public agency from among the subscribers of Blue Cross.

9. Require health insurance and health service contracts to

have coordination of benefits provisions.

10. The insurance division~ the Minnesota State Medj.cal

Association and the Minnesota Hospital Association should

jointly study and recommend steps to be taken to reduce

the escalation of the costs of medical ma~practice

insurance and to encourage full disclosure of experiences

and expenses incurred by insurors writing such coverage.
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11. Clarify the statutory authority of the Insurance

Commissioner to explicitly state that he or she shall

disallow the sale) offering, etc., of health insurance

policies, including Blue Cross, where the anticipated

relationship of benefits to premiums is unreasohable.

12. Blue Cross/Blue Shield and other health insurance plans,

other than HMOs, should be treated the same as commercial

health insurance with respect to the premium tax.

GOVERNMENT PROGRAMS

1. That the Health Department evaluate the effectiveness of,

and the department of Public Welfare provide Medicaid

coverage faT, home care models having the following

charasteristics:

a) the use'of instutional facilities on a part-time
basis for day care~ hospital day care, and
intermittent institutionalization:

b) the provision of services on an as-needed basis
to people in their own homes, 'wi th horne heal th caTe
agencies coordinating additional needs, such as
housekeeping and transportation;

c) the provision of crisis intervention and management
programs to aid families in the care of their aged
members;

d) the development of opportunities for independent and
assisted living for the aged.

2. That the state take advantage of funding for alternatives

to institutional care projects currently available through

payment for services under existing federal benefits

programs, as well as federal grant monies available for

implementing demonstration programs' in this area.

3. That the Legislative Audit Commission, in conjunction
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with the appropriate legislative committees, provide

appropriate output measures for periodic review and

evaluation of the cost containment efforts of all major

state h~alth related agencies 'including the Departments

of Health, Public Welfare, Insurance, Comprehensive

Health Planning, Workmen's Compensation, and their

constituent units.

4. That the Minnesota Department of Public Welfare take

steps to improve the effectiveness of the Medicaid cost

control program which would f·
,'.

a) encourage more Medicaid receipients to enroll in
'HMOs;

b) engage in cost control experiments such as pre­
admission. s.creening;

c) develop alternatives to institutional care;

d) participate in peer review mechanisms.

II. COMMENTS BY SUBCOMMITTEE MEMBERS

It has been both a privilege and a valuable educational
experien~:e to have served as a Public Mcmbel' of t.h.e Sub··
COllllTli t tee, The Report speaks well for the s inceri.ty wi th
\'-ihich both the Leg is In t i ve and Pub 1ic Hemb 81' S di spa tched
their responsiBilities. There are many RecOimllend<:~tions

in the Report w.hich} if adopted, IA.ril1 have a substaatial
impact on health care costs in the State of Minnesota. How­
ever, in the case of some Recommendations, I would have
preferred that the Subcommittee alloH provider oTganizations
the opportunity to assess the actions of members rathei
than call upon:the State's regulatory powers. In the final
analysis, it is the responsibility of providers themselves
and third party payors to ensure that the health care system
works in the most efficient and effect.ive manner.

Finally, special recognition should be reserved for
the Subcommi ttee Staff, who '·Ilorked long 11011'[5 wi th great
diligence and skill in bringing the Report to. its final
form.

John G. Turner
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