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 “White Paper” on how to achieve universal health care in Texas from

Health Care for All Texas

Texas Health Insurance Plan (TIP)

Our mission

Accessible, affordable, accountable, comprehensive, responsible, universal health care for Texans by Texans

Texas is rich in resources, but our current health care system is in crisis. Many attempts have been made to fix it, and nothing has worked. A new comprehensive statewide approach is needed to address this situation. 

9 PRINCIPLES OF THE TEXAS HEALTH INSURANCE PLAN

 1. Universal Coverage


All Texas residents will have guaranteed health care coverage. Most residents, including individuals on Medicaid and the Children’s Health Insurance Program, will be covered under the Texas Health Insurance Plan (TIP).  
Populations with already established benefits (Medicare beneficiaries, retirees with benefits, veterans, and/or federal employees) will not lose their benefits under TIP.

2. Comprehensive Coverage


All medically necessary services equivalent to the Federal Employees Health Benefit Plan (FEHBP) will be covered, including: out-patient, in-patient hospital, specialist, and emergency care, rehabilitative, mental health, occupational health, prescription drugs and supplies, and preventive and public health measures. 
Texans covered under TIP will be able to buy supplemental health insurance but not for any services covered by TIP.

All medically necessary prescription drugs and medical supplies will be covered based on a state formulary established and updated by an expert panel.

The emphasis of TIP will be health maintenance, disease prevention, good communication between patient and provider, health education, and better quality of care.

3. Public Accountability

The Texas legislature will establish the Texas Health Insurance Plan (TIP) as a Health Care Authority. The official name will be "TIP Health Care Authority." The TIP Health Care Authority will be a quasi governmental, not-for-profit entity with public oversight and independent from government control. The Authority will be granted the right to issue bonds to fund operational needs. Members of the TIP Health Care Authority will be appointed by the Governor and ratified by the Senate and the House of Representatives. The work of the TIP Health Care Authority will be a public process with open records, open meetings, and opportunities for the public around the state to give input.

The TIP Commission, with public and expert input, will appoint the following departmental offices:

1. The Office of Health Insurance Policy will implement eligibility standards and program enrollment procedures; recommend a benefits package and establish the scope of services based on the most current medical knowledge; set priorities and guidelines on medical issues; and review innovations in medical practice.

2. The Office of Enrollment will implement enrollment policies as set by the Office of Health Insurance Policy.
3. The Office of Health Care Financing will establish formulae for setting a health expenditure budget; negotiate a simplified, binding fee schedule with providers; establish hospital global budgets; negotiate for prescription drugs and medical equipment through bulk purchasing; evaluate requests for capital expansions for health facilities; and keep overall costs within the budget while maintaining quality.  

4. The Office of Consumer and Provider Advocacy will be responsible for setting procedures for resolving consumer, provider, and hospitals disputes; establish a mediation process should providers and TIP not agree on the fee schedule; and develop initiatives to educate consumers, providers, and hospitals about TIP. 

5. The Office of Health Care Planning will be responsible for planning the health care needs of the population; adopt a plan for allocation of resources and capital investment; avoid duplication of services; develop electronic billing and reporting systems; establish system and provider performance criteria; establish statewide databases to support planning and quality improvement; and plan for nursing, physician, subspecialist, and allied health personnel education and training. 

6. The Office of Regional Access and Delivery of Care will support local decision making in the health planning process, although patients will be able to receive care in more than one region.
7. The Office of Health Care Quality will establish standards for delivery of care; measure and evaluate indicators of health care quality; and identify health outcome disparities and recommend corrective steps. 

8. The Office of Prescription Drugs and Durable Medical Equipment will establish, according to the most current medical knowledge, a drug and durable medical equipment formulary that looks at effectiveness as well as costs. 

9. The Office of Information Systems will establish the most cost effective method of keeping medical records.

10. The Legal Office will be responsible for any legal issues including establishing TIP.
These are some of the tasks for which the Offices will be responsible. Others may be added as needed by the Board of Directors, experts, and public. 

4. Freedom to Choose Providers


Texans covered under TIP will have complete freedom to choose their licensed health care provider, hospital, pharmacist, or integrated health system. TIP can contract with providers and health facilities across state lines.  

5. Portability


Texans can change jobs, move within the state, become unemployed, and still receive the same benefits and remain with the provider of their choice.


If a Texan is injured, becomes ill, or needs medical treatment out-of-state, the out-of-state hospital or physician will bill TIP. TIP will pay according to the fee schedule established for Texas hospitals and providers unless otherwise agreed to.  
Insured non-residents who get ill or injured and need medical treatment in Texas will be billed through their insurance companies according to the fee schedule established for Texas hospitals and providers or a negotiated fee.
Uninsured non-residents who get ill or injured and need medical treatment in Texas will be billed directly according to the fee schedule established for Texas hospitals and providers. 

6. Fair Financing


TIP will disburse virtually all payments for health services (except for those patients not covered by TIP). Expenditures will approximate the expenditures of the preceding year for like services.   


Following are preliminary projections for fair financing of TIP based on payroll deductions:

Employers: 5.3% on all employees

Employees: 2.5% 

Self-employed: 7.8% 

None earned income*: 3.5%

Floor of $10,700 (or minimum wage)

Ceiling of $200,000

1% of all income over $200,000

*Includes income earned not through work, such as stocks, etc.

State and federal funds from Medicaid and the Children’s Health Insurance Program will be folded into TIP. 7.8% of payroll (5.3% + 2.5%) would be sufficient to cover the TIP budget without Medicare.

Medicare assessments of 1.45% employee and 1.45% employer contributions would continue but would be phased out as Medicare beneficiaries are phased into TIP. This will total 10.7% of payroll (7.8% + 1.45% + 1.45%), which will be sufficient to fund TIP.

Final TIP premiums for employers and employees will be determined by a cost analysis conducted by an independent consulting firm.

7. Cost Containment


Costs are controlled through budgetary planning. Hospitals will be paid “global operating” monthly lump sums to cover all operating expenses. The amount of this payment will be negotiated (or through a mediation process if there is no agreement) annually, based on past expenditures, previous financial and clinical performance, projected changes in levels of services, wages and input costs, and proposed new and innovative programs. Hospitals will not bill for services covered by TIP. 

Only institutions delivering care will receive TIP payments.

TIP will set up payment options for physicians and other practitioners that might include fee-for-service, salaried positions in institutions receiving global operating budgets, or salaried positions within group practices or integrated health systems receiving capitation payments. Practitioner representatives will negotiate with TIP to set up a simplified, binding fee schedule. If there is no agreement, there will be a process set up for mediation. Bills will be submitted to TIP via computer. Physicians accepting payment from TIP will bill patients directly only for uncovered services (i.e., cosmetic surgery or services not approved but which the patient seeks anyway).   

TIP will pay for all medically necessary prescription drugs and medical supplies. TIP will negotiate drug and equipment prices with manufacturers based on their costs. Where therapeutically equivalent drugs are available, the formulary will specify use of the lowest cost medication, with exceptions available in case of medical necessity. Suppliers will bill TIP directly (for the negotiated wholesale price plus a reasonable dispensing fee) for any item in the formulary that is prescribed by a licensed practitioner.  

Funds for the construction or renovation of health facilities and for major equipment purchases will be appropriated from the TIP’ facility budget. Regional health planning boards of both experts and community representatives appointed by the TIP Commission will allocate capital funds based on need. Major capital projects funded from private donations will require approval by the health planning board if they entail an increase in future operating expenses. TIP will not operate for profit.
TIP will institute a “Smart Card,” a plastic card with a memory chip which has a patient’s comprehensive medical history, including immunizations, allergies, and medications. Smart Cards will facilitate all medical encounters, reduce health care claim fraud, and perform as a secure portable data carrier under the control of the patient and his or her health provider. 

8. Accessibility


Health care will be accessible to all Texans. Regional planning boards will allocate resources, including physicians, sub-specialists, nurses, allied health professionals, clinics, hospitals, long-term assisted living facilities, prescription drugs and durable medical equipment based on population density and community needs.

9. Optimal Transition

A transition advisory group represented by consumer, business, insurance, hospital and provider interests will set up guidelines for infrastructure, implementation of infrastructure and phase-in. Following is a possible transition plan:

Start Up Year

· Public input

· Legislative input

· Selection of Board of Directors 

· Independent cost analysis

· Financing plan outlined 

· Legislative approval

Second Year

· Establish operational infrastructures

· Establish financing 

· Phase-in established procedures

Third Year Phase-in

· Operations begin

· Implement phase-in plan
Fourth Year

· Continue phase-in

Fifth Year

· Final phasing-in

· Fully implemented universal coverage for Texas
BUT…..

· Isn’t this socialized medicine?
No. Socialized medicine is public funding and public delivery of health care. TIP is public funding and private delivery of health care. Think of Medicare-funding with private physicians, private not-for-profit hospitals, and non-profit HMOs. This is medicine funded by old-fashioned insurance, where everyone is pooled together to share the risk. Sure, you may not need it today, but one day, you will. And won’t you be glad you and all the others paid into the system?

· Can we afford it?
Yes. What we can’t afford is what we have today. Texas spends about $100 billion on health care every year-- $27 billion on administration alone! Insurance premiums for small Texas businesses jumped 77% in three years, from 1999 to 2003. Only 30% of small businesses can afford to offer their employees health insurance. One in four working adults in Texas is uninsured. TIP will greatly reduce administrative waste, insure the stability of a large risk pool, put and end to cost shifting from the uninsured to the insured, improve health care planning, and guarantee every Texan a doctor of his or her choosing, prescription drugs, and input into the system. This is a health plan for Texans by Texans. 

· Won’t there be rationing?
No. But there is rationing in our health care system now. Today, health care is rationed according to one’s ability to pay or by insurance companies. If that’s the kind of system we want, then we should not change it. With TIP, everyone will have equal access. Insurance companies will not have the final word. Savings from a well-planned, rational system based on the latest medical know-how without duplication of services or unnecessary care will make rationing much less likely.  Of course there will be limits. But the limits will be of our own choosing!
· Won’t quality go down?
No. Having health insurance does not guarantee high quality health care. A medical system with an eye on profits can result in unnecessary procedures for those that can afford them, and lack of care for those that can’t. An integral part of the new system will be high quality, scientifically proven medicine for all. Savings and planning will give us new resources that can be used for prevention and health education, both of which are sorely lacking in our health care system today. 

· Why change anything if I already have good insurance?
Because good health insurance today is no guarantee of good health insurance tomorrow. Most people with private insurance get it through their employer. The day the job ends, so does health insurance. Getting a new job does not guarantee new health insurance, especially for those with chronic illness. TIP will guarantee health care portability in Texas. Health care insurance will not change or end even if jobs do, or even if one becomes unemployed. Unlike the health insurance you may have today, TIP will be there when you really need it!  
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