
 

 
June 10, 2016 

 

The Honorable Paul Ryan       

Speaker        

Office of the Speaker       

H-232, the Capitol 

Washington, D.C. 20515      

 

Dear Speaker Ryan,  

 

On behalf of the Council for Affordable Health Coverage (CAHC), I encourage you to enact reforms that 

lower health costs for all Americans.  

 

We believe health costs are too high and are growing too fast, making coverage less affordable for 

employers, families, and taxpayers. Health spending has continually grown faster than Gross Domestic 

Product each year since 1990. Although the rate of health spending growth has slowed in recent years, 

costs are increasing nonetheless and new evidence points to an acceleration of costs. In fact, because of a 

variety of factors, including the Affordable Care Act (ACA), the aging population, and rising 

employment, the Centers for Medicare and Medicaid Services (CMS) predicts faster projected growth in 

health spending over the next decade than in recent years.1 As a result, costs are rising faster than the 

economy and wages now and into the future, negatively impacting national and family budgets. 

 

We are extremely concerned that:  

 

 Increases in premiums between 1999 and 2015 have significantly outpaced inflation and employee 

earnings. Employer cost growth is about 5 percent more than inflation. As a result, growing 

benefits costs are crowding compensation rewards out of paychecks and more so at lower earnings 

levels. 

 In 2002, the typical American family spent roughly 18 percent of its income on workplace health 

coverage.2 But from 2001 to 2014, family health costs grew 106 percent after inflation, while the 

real median family income declined 3 percent, increasing the typical family’s costs to about 30 

percent of income. Even if wages rebound and private costs grow no faster than national health 

expenditures, medicine will consume 54 percent of the median family income by 2030, which is 

equivalent to a new 20 percent payroll tax.3 

 Roughly half of the cumulative growth in federal program spending during 2016-2025 is 

attributable to health care and can be spent more effectively. For example, the ACA will cost   

$1.7 trillion over 2016-2025 and yet reduce the uninsured population by only 8 million relative to 

2015 levels. While premium and cost-sharing subsidies reduce expenses for low-income 

individuals, these mechanisms raise costs for taxpayers.  

 

                                                        
1 National Health Expenditure Projections, 2014-2044. https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-

Reports/NationalHealthExpendData/downloads/proj2014.pdf 
2 “2015 Employer Health Benefits Survey.” Kaiser Family Foundation, Sep 2015. http://kff.org/health-costs/report/2015-employer-health-benefits-survey/ 
3 “2015 Milliman Medical Index.” Milliman, May 2015. http://www.milliman.com/uploadedFiles/insight/Periodicals/mmi/2015-MMI.pdf 

http://kff.org/health-costs/report/2015-employer-health-benefits-survey/
http://www.milliman.com/uploadedFiles/insight/Periodicals/mmi/2015-MMI.pdf
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Regrettably, we have grown used to the seemingly inexorable rise in health costs. Today, every major 

category of care, from physician visits to research, consumes a larger share of national income than it did 

in 1990 or 2000. Partly as a result, we earn less, are more in debt, and have fewer job prospects.  

 

Fortunately, Congress can act to lower costs. Addressing unnecessary and wasteful care, as well as 

burdensome mandates and policies that limit competition can achieve possible savings of $13.6 trillion 

over the next decade alone. We encourage you to make cost and affordability a major focus of the House 

Health Care Task Force effort to modernize health care with patient-centered solutions.  

 

This letter provides our thoughts on how you might enact reforms that produce measurable savings and 

additional choices for consumers, including: 

 

1. Provide a refundable tax credit to all Americans; 

2. Expand choices via defined contribution health plans; 

3. Promote consumer choice via technology portals and transparency; 

4. Reform Medicare; and 

5. Expand incentives to prevent disease and stay well. 

 

We look forward to continuing our work with you on this important effort. 

 

Sincerely, 

 

 

Joel White 

President 

 

Cc:  Majority Leader Kevin McCarthy 

  Majority Whip Steve Scalise 

  Republican Conference Chair Cathy McMorris Rodgers 

  Republican Policy Committee Chairman Luke Messer  

  Chairman Tom Price 

   Chairman John Kline 

  Chairman Fred Upton 

Chairman Kevin Brady 
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I. Individual Tax Credit  

 

Congress should provide a refundable tax credit to offset the premium costs of insurance coverage. The 

credit should be paid in advance to encourage enrollment in a plan. We suggest providing the credit as a 

percentage of costs so it can fluctuate as costs rise and fall. By using a percentage basis, credits will 

automatically calibrate down in lower costs areas and rise in higher cost areas.  

 

CAHC’s approach would cap the credit at a fixed percentage of actuarial value and calculate the credit for 

a qualified health plan at 72.5 percent of the Blue Cross standard option in the Federal Employee Health 

Benefits (FEHB) Program. Plans that cost more than this benchmark would cost more to the consumer. 

Plans that cost less would trigger a rebate to the consumer. As a result, this tax credit mechanism would 

send powerful price signals that by choosing lower cost plans, consumers AND taxpayers would benefit.  
 

 

II. Expanding Employer Options in Providing Coverage 

 

Almost half a century ago, employers began switching from defined benefit to defined contribution 

retirement plans. These structures allowed employers to continue to afford providing a retirement benefit 

to their workers. Federal tax policy helped to encourage this shift. The tax deductible IRA dates to 1975, 

while the 401(k) dates to the Revenue Act of 1978. The federal retirement system adopted a blended 

defined benefit/defined contribution retirement plan in 1986, by which time they were widely in use in the 

corporate sector. 

 

Despite the movement to defined contributions in retirement benefits, no similar movement is occurring 

in health care, largely because of aggressive and more proscriptive federal health policy in support of 

mandated benefits. For example, the ACA mandates a robust set of “essential” health benefits that must 

be covered. Two years ago, the Internal Revenue Service (IRS) issued a revenue ruling that effectively 

makes illegal defined contribution vehicles like Health Reimbursement Arrangements (HRAs) unless they 

are paired with major (defined benefit) medical policies.  

 

For health benefits, defined contributions allow employers an affordable way to continue to offer and 

subsidize health coverage. Instead of choosing a benefit package, employers would give employees a 

fixed dollar amount that the employee could use to choose a plan that best meets their needs. Importantly, 

this model maximizes consumerism in health care by creating choices for both employers and employees, 

a byproduct of which is competition and lower costs. For employers, it also means stable, predictable 

costs and a manageable and affordable liability. For employees, it means a choice of plans that may 

include more or less out of pocket costs. For all, it recognizes health care and health coverage are not one-

size-fits-all propositions.  

 

In order to facilitate this movement, Congress should:  

 

 Expand Health Reimbursement Arrangements: Congress should reverse the IRS rule penalizing 

employers who offer stand-alone HRAs. Since July 1, 2015, small businesses who do not offer a 

group health plan with an HRA face a $100 per day, per employee fine. That totals 18 times more 

than the $2,000 employer mandate penalty for larger employers who do not provide any 

coverage. Any comprehensive health reform proposal should explicitly allow all employers to 
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make tax-preferred defined contributions through an HRA or an employer payment plan to pay for 

coverage of premiums or qualified medical expenses for their employees.  

 

 Tax Treatment of Defined Contributions: Contributions to the HRA should be tax preferred and 

excluded from income. Contributions could be used for the payment of qualified medical 

expenses, including cost sharing, and for the payment of premiums for plans on public or private 

exchanges, and individual insurer web sites.  

 

 Expanding Consumerism: Employees who choose a lower cost plan could pocket the difference 

between the plan cost and the contribution amount either on a tax preferred or non-preferred basis. 

Expanding choice for individuals to choose lower cost plans will increase competition and lower 

health costs. 

 

The combination of these changes would provide powerful incentives to expand private insurance 

coverage through new choices and competition.  

 

III. Promoting Consumerism Via Coverage Portals and Transparency 

 

Coverage Portals 

 

Health insurance exchanges provide information to consumers to make smart decisions about health plan 

choices. As a result, exchanges help markets function well. We encourage you to enact policies that foster 

the next generation of exchanges, or coverage portals, that would allow the private sector to take on more 

responsibility for certain exchange functions that are currently exclusively provided by the federal and 

state governments. The federal government should continue to operate a data hub that contains sensitive 

information to determine enrollment and subsidy eligibility (tax, employment and immigration status 

information for example). The private sector should compete for coverage business by assuming most 

other exchange functions, such as marketing, providing information on plans, and enrollment. This 

proposal has the potential to accelerate competition, better engage consumers, and lower costs for 

taxpayers. The model consists of four primary reforms: 

 

 Private Shopping Websites: Opening the market to competition from private websites would lower 

costs and improve functionality. Private and public plan shopping websites would compete for 

consumers based on user experience and key-decision support tools, such as: out-of-pocket cost 

calculators; smart plan finder tools to prioritize and quickly highlight best-fit options; integrated, 

searchable provider networks and drug directories; and easy-to-understand cost and benefit 

information for common services and procedures. Eligibility and payment of subsidies could be a joint 

public-private effort to ensure taxpayer subsidies are used wisely.  

 

 Modern Subsidy Tools: Using technology similar to “PayPal,” consumers should be able to use 

premium subsidies on private exchanges, insurer websites, or public exchanges that are carried 

forward in the proposal. Adjudication of payments would be automatic and accurate, lowering fraud 

and improving efficiency.  

 

 Simplified Small Employer Shopping: Private shopping websites would allow small employers to 

purchase traditional small group coverage. Time-saving features could be offered, such as the ability 
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to upload demographic files that would allow employers to only input date once to obtain health 

insurance pricing across multiple insurers. 

 

 A Revamped State Certification Process: Each state would certify that there is at least one website 

that allows for the purchase of health insurance, shows the pricing of all insurers that offer individual 

market and small group coverage in the state, and offers a “Paypal”-like system for subsidies. 

 

Transparency 

 

Patients and consumers should have access to relevant, meaningful, and actionable information so they 

can make informed decisions about their health care and health coverage. We believe doing so will not 

only empower consumers, but also improve quality and health outcomes while lowering health costs. 

Realizing this potential will require the broader availability and use of data to generate meaningful and 

accurate comparative information on health plan and provider choices. We suggest the following reforms: 

 

 Expand Data Use: Taxpayers have paid for a massive amount of data through Medicare and 

Medicaid, CHIP and ACA that remains locked up in federal computers unused. Congress should 

require HHS to release de-identified health care data in standardized formats for developers, 

researchers, and consumers to build tools that identify cost and quality problems. Congress should 

also require HHS to work with the states to standardize Medicaid and CHIP data reported across the 

states.  

 

 Price Transparency: Costs vary substantially across settings for similar procedures, with little 

information available to support robust consumer decision-making. If consumers had greater access to 

information available on lower cost options for similar services, costs would go down. CAHC 

recommends that Congress require hospitals to disclose to HHS the average amounts collected from 

uninsured and insured patients for the top 50 inpatient and outpatient procedures over the previous 

two years. This information should be provided via a public-facing, searchable website that is readily 

understandable by a typical consumer and allows for meaningful comparisons by zip code. Similar 

policies are in effect in 26 states. 

 

 Site-of Service Cost Transparency. The HHS Secretary should be required to provide Medicare 

beneficiaries with information on the total and out-of-pocket costs for services provided in hospital 

outpatient departments compared to ambulatory surgical centers and physician offices. This is similar 

to the approach taken in the House-passed 21st Century Cures bill.  

 

IV. Reform Medicare 

 

Medicare Part D and Medicare Advantage (MA) should be protected as examples of how competition 

might work in a restructured Medicare program for all beneficiaries. Encouraging strong competition 

among health plans that are working diligently to keep costs down and negotiate savings should be 

leveraged program-wide.  

 

 Premium Support: CAHC recommends that Congress establish a Medicare Exchange in which 

beneficiaries could choose among competing health plans and the federal government would pay part 

of the cost of the coverage. By using competitive bidding, taxpayers and beneficiaries would save 

money, while participants would be guaranteed additional coverage options. We suggest this be done 
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in a way that takes into account average plan bids as a means to lower both taxpayer and beneficiary 

expenditures.  The Congressional Budget Office has estimated such a model would lower beneficiary 

costs by 6 percent, and taxpayer costs by 4 percent.  

 

V. Expanding Incentives to Prevent Disease and Stay Well 

 

Many factors are driving up health care expenditures, including unhealthy behaviors. Smoking, use of 

alcohol, and over-eating can increase the likelihood that an individual will develop a long list of chronic 

health conditions, such as heart disease, cancer, stroke, obesity, and diabetes. Rewarding individuals for 

engaging in healthy behaviors, meeting health goals, and participating in preventive activities could help 

to improve outcomes and lower health costs, through the following steps:  

  

 Wellness Incentives: It is currently against the law, in most instances, for insurers to provide wellness 

incentives, such as premium discounts or rebates, for individuals who purchase health insurance in the 

individual market. We encourage Congress to extend the discounts currently allowed in the small and 

large group markets to the individual market and to subscribers in the FEHB Program.  

 

 Medication Adherence: Policies that improve medication adherence can help patients improve 

outcomes while lowering systemic costs by avoiding unnecessary, expensive hospitalizations and 

emergency room visits. Poor medication adherence results in avoidable costs of about $200 billion 

annually.4 We urge Congress to reform the Medicare Part D Medication Therapy Management 

(MTM) program to more accurately target services to high-risk beneficiaries to ensure these patients 

are properly adhering to medication regimens. A more effective MTM program that coordinates 

services between Medicare Parts A, B, and D would serve as a step in the right direction toward 

eliminating the stove piped nature and misaligned incentives inherent within the Medicare program 

that inhibit medication adherence.  

 

                                                        
4 Osterberg L, Blaschke T, “Adherence to Medication,” New Engl. J. Med., 2005;353(5):487-497 


