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Executive Summary  
 
The Health Care System and Health Security Board, hereafter referred to as the Health 
Security Board or Board, was established in Public Law 2001, chapter 439, Part ZZZ. 
While the purpose of the Board was to develop recommendations to provide universal 
access to health care coverage for all Maine citizens, the Health Security Board was 
specifically required to assess the feasibility and cost of implementing a single-payer health 
care system in Maine.  Such a system would provide universal health care coverage to 
every Maine resident through a standard benefit plan administered and paid for by a single 
payer, the State of Maine.   

The Health Security Board, chaired by Senator John Martin and Representative Paul 
Volenik, is a bipartisan task force with 19 members including representatives of both 
chambers and both major parties within the Legislature, the Department of Human 
Services, the State Employee Health Commission and the State Tax Assessor and 
representatives of provider organizations, employers, insurers and advocacy groups.  
Charlene Rydell, a member of the Maine Health Access Foundation Board of Trustees, 
provided valuable input and assistance as a liaison from the Foundation to the Board. The 
Health Security Board was first convened on October 12, 2001 and met more than 20 
times throughout 2002. 

From its inception, the Health Security Board focused it efforts on its mandate to conduct 
a feasibility study of the economic impact on individuals and businesses of a single-payer 
plan that guarantees a minimum 5% savings over existing health care costs and that 
addresses the potential positive or negative impact of the plan on the State’s economy. To 
meet its mandate, the Board contracted with Mathematica Policy Research, Inc., a 
national health care consulting firm, to conduct the feasibility study.   
  
The Board asked Mathematica to develop a microsimulation model to project the financial 
and economic impact of a single-payer health care plan in Maine. Briefly, the 
microsimulation model developed by Mathematica is comprised of four modules: (1) a 
population module used to project the demographic and health insurance coverage 
characteristics; (2) a cost module used to project health care spending by type of service 
and the source of spending that includes both medical and administrative costs; (3) a 
financing module used to project current levels of revenue from current and available 
sources for funding health care expenditures; and (4) an economic impact module used to 
project the impact of a single-payer health plan on the State’s economy and employment.  
The complete feasibility study prepared by Mathematica, including documentation of the 
microsimulation model, its assumptions and sensitivity analyses, and its results projecting 
the costs of a single-payer health plan, is included as an appendix to the full report.  
 
As defined by the Health Security Board, the single-payer health plan would provide 
health care coverage to all Maine residents through one standard benefit design.  Coverage 
of Maine residents eligible for federally supported programs like Medicare, MaineCare, 
CHAMPUS and the federal employee plan would be subsumed under the single-payer 
plan.  Federal approval and waivers would be needed to assure continued participation and 
funding.  For use in the feasibility study, the Board developed 3 primary benefit designs: 
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(1) a benefit plan modeled on MaineCare (Maine’s Medicaid program); (2) a benefit plan 
that requires cost sharing in the form of copayments only for certain services with a cap on 
out-of-pocket spending; and (3) a benefit plan that requires cost-sharing in the form of 
copayments and coinsurance for certain services with a cap on out-of-pocket spending. 
For each of the alternative benefit designs, the Board asked Mathematica to model 3 
different cost projections based on income level--- incomes at or below 200%, 300% and 
400% of the federal poverty level--- to determine whether cost sharing would be required.  
 
To finance the costs of the single-payer plan, the model developed by the Board assumes 
that federal and State government funding for health care coverage and the direct 
provision of health care services would be maintained at its current level.  In addition, the 
model assumes full enrollment of an eligible population for public programs to maximize 
the federal and State financial contribution.  The remaining costs of the single-payer plan 
would be paid from the State’s General Fund either by raising new revenue through 
targeted taxes or redirecting current tax revenue.  An individual or employer’s 
contribution in the form of premiums would be eliminated, although employers and 
employees might pay into the system through a payroll tax and individuals may be asked to 
participate through cost sharing with a cap on out-of-pocket spending.  
 
While the Board believes additional time is needed to consider the Mathematica feasibility 
study and develop final recommendations to the Legislature, the Health Security Board 
makes these preliminary findings and recommendations:  
 
The Health Security Board supports universal coverage for all Maine citizens---
every man, woman and child living in this State deserves comprehensive health care 
coverage.    
    
The Health Security Board finds that maintaining the “status quo” for Maine’s 
health care system cannot be sustained.  
 
 While additional information and further analysis is needed, the Health Security 
Board finds that a single-payer health care system providing universal coverage 
appears to be financially feasible.  
 
The Health Security Board recommends that the Legislature authorize the Board to 
continue its work until January 1, 2004 to refine and extend the financial feasibility 
study and to develop a transition and implementation plan for achieving universal 
coverage through a single-payer health care system in Maine.    
 
The rationale for these decisions is explained in the full report.  
 
The Health Security Board hopes that this report and the microsimulation model will 
provide a foundation for informed and constructive dialogue among policymakers and 
others interested in reforming Maine’s current health care system. The results of the 
feasibility study suggest that a single-payer health care system appears to be a feasible 
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approach to achieving universal coverage but more information and analysis is needed.  
With additional time and resources, the Health Security Board believes it can help develop 
a blueprint for universal coverage. We look forward to the goal of universal coverage.    
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I.  Introduction  
 
The Health Care System and Health Security Board, hereafter referred to as the Health 
Security Board or Board, was established in Public Law 2001, chapter 439, Part ZZZ. A 
copy of the Board’s enabling legislation is included as Appendix A.  While the purpose of 
the Board was to develop recommendations to provide universal access to health care 
coverage for all Maine citizens, the Health Security Board was specifically required to  
assess the feasibility and cost of implementing a single-payer health care system in Maine.  
Such a system would provide universal health care coverage to every Maine resident 
through a standard benefit plan administered and paid for by a single payer, the State of 
Maine.   
 
The Health Security Board, chaired by Senator John Martin and Representative Paul 
Volenik, is a bipartisan task force with 19 members including representatives of both 
chambers and both major parties within the Legislature, the Department of Human 
Services, the State Employee Health Commission and the State Tax Assessor and 
representatives of provider organizations, employers, insurers and advocacy groups. The 
members of the Board and their appointing authorities are as follows:  

Members appointed by the President of the Senate:  

• Sen. John L. Martin, Chair  

• Sen. Mary E. Small  

• Robert Downs/Victoria Kuhn, Representing Statewide Organizations of 
Health Insurers  

• Tammy Greaton, Representing Statewide Organization Advocating 
Universal Health Care  

• Beth Kilbreth, PhD, Representing Health Care Economists*  

• Marjorie Medd, Representing Statewide Organizations Defending Rights 
of Children  

• Leo Siegel, MD, Representing Small Hospitals in the State  

• Richard Wexler, MD, Representing Statewide Organizations of 
Physicians  

Members appointed by the Speaker of the House:  

• Rep. Paul Volenik, Chair  

• Rep. Florence T. Young  

• James Amaral, Representing the Business Community  
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• Howard Buckley, Representing Large Hospitals in the 
State  

• John Moran, Representing Statewide Senior Citizen's 
Organizations  

• Frank O'Hara, Representing Self-employed Persons  

• Patricia Philbrook, Representing Statewide Organization of Nurses  

• Violet Raymond, Representing Statewide Labor Organizations, Maine 
AFLCIO  

Appointments required by statute:  

• Frank A. Johnson, Director, State Office of Employee Health and Benefits   

• Anthony Neves, State Tax Assessor  

• Christine Zukas-Lessard, Deputy Director, Bureau of Medical Services, 
Designee of the Commissioner of Human Services  

Charlene Rydell, a member of the Maine Health Access Foundation Board of 
Trustees, provided valuable input and assistance as a liaison from the Foundation to 
the Board.  

The Health Security Board was first convened on October 12, 2001 and met more than 20 
times throughout 2002.  Summaries of the Board’s meetings are available electronically at 
www.state.me.us/legis/opla/hsboardmins.htm.  
   
* Dr. Kilbreth resigned from the Board effective December 31, 2002 because of time 
constraints related to her role as Project Director for the HRSA-funded Maine State 
Planning Grant.   
 

A. Creation of Health Care System and Health Security Board  
 
The Health Security Board was created in the Part II budget, Public Law 2001, chapter 
439, Part ZZZ.  During the First Regular Session of the 120th Legislature, the Joint 
Standing Committee on Banking and Insurance considered several bills proposing the 
establishment of a single-payer health care system in Maine. The committee also 
considered 2 bills that proposed the establishment of a study commission to consider the 
feasibility of a single-payer system and other options for universal coverage.  In its 
consideration of these proposals, the committee reported out 2 legislative proposals with 
majority reports of “Ought to Pass as Amended”: LD 1277, An Act to Establish a Single-
payor Health Care System, sponsored by Rep. Paul Volenik, and LD 1490, Resolve, to 
Establish the Commission to Develop and Finance Health Care Coverage for All Maine 
People, sponsored by Rep. Christopher O’Neil.  When these bills were referred to the 
House and Senate for further action, differences between the legislative bodies arose as to 
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their final disposition. LD 1277, An Act to Establish a Single-payor Health Care System, 
was enacted in the House of Representatives, but was not removed from the Special 
Appropriations Table in the Senate and died upon adjournment of the First Regular 
Session of the 120th Legislature.  LD 1490, Resolve, to Establish the Commission to 
Develop and Finance Health Care Coverage for All Maine People, died in non-
concurrence when the House and Senate could not agree on the appointment of a 
committee of conference.  As a compromise, legislative language to conduct a study of the 
economic feasibility of a single-payer system and to establish the Health Security Board 
was added to the Part II budget legislation.  
 

B.  Health Security Board’s Purpose and Duties   
 
As outlined in the enabling legislation, the purpose of the Health Security Board was “to 
develop recommendations to provide health care coverage to all citizens of this State 
through a plan or plans that emphasize 24-hour coverage, quality, cost containment, 
choice of provider and access to comprehensive, preventive and long-term care.”   
 
In addition, the Board was asked to:  
 

• Examine prior studies in Maine and other States;   
 

• Determine the savings that might be realized from a single-payor health care 
system by hospitals, schools and correctional facilities and other lines of insurance 
that pay for health care services, including automobile insurance, general liability 
insurance and workers’ compensation insurance;   

 
• Develop a proposal to implement a single-payer plan and make recommendations 

related to standards for eligibility, covered benefits and health care services, health 
care delivery throughout the State, provider participation and reimbursement, and 
the role of federal health care programs and ERISA plans;  

 
• Examine funding for the single-payor plan from a combination of sources, 

including payments from government sources, including federal, state and other 
governmental health care and aid programs; payments from workers' 
compensation, pension and health insurance employee benefit plans; payments 
from state, county and municipal governmental units for coverage; payments from 
tobacco settlement funds; and payments from any taxes or fees;  

 
• Conduct a feasibility study of the economic impacts on individuals and businesses 

of a single-payor plan that guarantees a minimum 5% savings over existing health 
care costs and the impact of such a plan on the State's economy;   

 
• Stress prevention of disease and maintenance of health in developing proposals to 

implement the single-payer plan and attempt to retain and strengthen existing 
health facilities whenever possible in developing those proposals; and   
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• Examine any other issues or gather information necessary to fulfill its purpose and 

duties.  
 

C.  Report and Legislation  
 
Originally, the enabling legislation required that the Board submit a report, including any 
necessary legislation, on or before March 1, 2002.  Upon request to the Legislative 
Council, the Board’s reporting deadline was extended to March 3, 2003; a preliminary 
report was requested by January 15, 2003.  Draft legislation to implement the 
recommendations of the Health Security Board is included in Appendix C.    
 
II.  Health Security Board’s Scope and Focus  
 
From its inception, the Health Security Board focused it efforts on its mandate to conduct 
a feasibility study of the economic impact on individuals and businesses of a single-payer 
plan that guarantees a minimum 5% savings over existing health care costs and that 
addresses the potential positive or negative impact of the plan on the State’s economy. To 
meet its mandate, the Board contracted with Mathematica Policy Research, Inc., a 
national health care consulting firm with offices in Washington, D.C., Princeton, NJ and 
Cambridge, MA, to conduct the feasibility study.  The Board chose Mathematica after a 
competitive bid process that garnered proposals from five prominent national health care 
consulting firms specializing in economic modeling.  
  
The Board asked Mathematica to develop a microsimulation model to project the financial 
and economic impact of a single-payer health care plan in Maine. The Board began 
meeting with Mathematica in early August and held regular meetings and telephone 
consultations throughout September, October and November.  The final report and results 
were delivered to the Board on December 18, 2002.  The results of the feasibility study 
form the basis for the Board’s findings and recommendations.  
 
III.  Overview of Single-payer Health Plan Model Used in Feasibility Study  
 
As defined by the Health Security Board, the single-payer health plan would provide 
health care coverage to all Maine residents through one standard benefit design. The 
single-payer plan would be paid for by the State and administered by the State, or, in part, 
by a private entity under contract with the State.  Public and private health insurance 
programs like Medicare, MaineCare, CHAMPUS, federal and state employee plans and 
individual and group health insurance plans would subsumed by the single-payer plan. 
Coverage of Maine residents eligible for federally supported programs would be 
consolidated assuming approval of waivers from the federal government.       
 
To finance the costs of the single-payer plan, the model developed by the Board assumes 
that federal and State government funding for health care coverage and the direct 
provision of health care services would be maintained at its current level.  In addition, the 
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model assumes full enrollment of an eligible population for public programs to maximize 
the federal and State financial contribution.  The remaining costs of the single-payer plan 
would be paid from the State’s General Fund either by raising new revenue through 
targeted taxes or redirecting current tax revenue.  An individual or employer’s 
contribution in the form of premiums would be eliminated, although employers and 
employees might pay into the system through a payroll tax and individuals may be asked to 
participate through cost sharing with a cap on out-of-pocket spending.  
 
In consultation with Mathematica, the Board established guidelines for benefit design and 
cost containment within the single-payer system.  
   

A. Single-payer Health Plan Benefit Designs  
 
For use in the feasibility study, the Board developed 3 primary benefit designs: (1) a 
benefit plan modeled on MaineCare (Maine’s Medicaid program); (2) a benefit plan that 
requires cost sharing in the form of copayments only for certain services with a cap on 
out-of-pocket spending; and (3) a benefit plan that requires cost-sharing in the form of 
copayments and coinsurance for certain services with a cap on out-of-pocket spending. 
For each of the alternative benefit designs, the Board asked Mathematica to model 3 
different cost projections based on income level--- incomes at or below 200%, 300% and 
400% of the federal poverty level--- to determine whether cost sharing in the form of 
copayments or coinsurance would be required. Depending on the benefit design, the 
Board asked Mathematica to assume that no cost-sharing would be required for those 
with incomes at or below 200%, 300% or 400% of the poverty level.   
 
A matrix of the benefit designs is presented as Table 1.  
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Table 1. Matrix of Single-Payer Health Plan Benefit Designs.  
 

Plan-level features Plan # 1: MaineCare 
Benefit Package 

Plan # 2: Alternative Benefit 
Design  

Plan # 3: Alternative 
Benefit Design  

    
Income-level Subject to Cost-
sharing /No Cost-sharing below 
income level  

None  Plan 2A: 200% FPL;  
Plan 2B: 300% FPL; or  
Plan 2C: 400% FPL  

Plan 3A: 200% FPL;  
Plan 3B: 300% FPL; or  
Plan 3C: 400% FPL 

Out-of-Pocket Maximums     

• Individual  None $500 annually  $1000 annually 
• Family  None $1000 annually $2000 annually  

Deductibles  None  None None 
Lifetime maximum None None None 
    
Hospital inpatient $0 - $3 per day; $30 max 

per month 
$50 per day; $300 max per 
admission  

$50 per day; $300 max per 
admission 

Hospital outpatient/diagnostic, 
X-ray, Lab  

$0 - $3 per day; $30 max 
per month  

$25 copay 20% coinsurance 

Primary Care Provider Visits  Covered in full $10 copay $10 copay  
Specialty Provider Visits  Covered in full $20 copay $20 copay  
Emergency Room  Covered in full $50 copay; waived if admitted  $50 copay; waived if 

admitted 
Mental Health/Substance Abuse 
Benefits  

Covered in full  Parity  Parity  

Prescription Drugs       
Copay-generic $0-$2  $5  $10  
Copay-brand/preferred $0-$3 $10  $20  
Copay-brand/nonpreferred 
  

$0-$3 $15  $30  

Out-of-pocket maximum 
(annual) 

None   $200 individual;  
$500 family 

$200 individual;  
$500 family 

Skilled Nursing  Covered in full  $25 per day; $150 max per 
admission  

$25 per day; $150 max per 
admission 

Home Health Care  Covered in full  $10 copay  $10 copay  
Durable Medical Equipment  Covered in full  None 20% coinsurance 

Long-term Custodial Care  Covered based on current 
income eligibility 
requirements  

Covered based on current 
income elig bility requirements 

Covered based on current 
income elig bility 
requirements 

Eyeglasses  $100 cap every 2 years   $100 cap every 2 years   25% coinsurance and $100 
cap every 2 years   

Included Benefits (not subject 
to cost-sharing)  

Preventive/wellness care, 
nutritional counseling, 
smoking cessation, 
wellness education, 
cardiac rehab, routine 
dental care, routine vision 
care   

Preventive/wellness care, 
nutritional counseling, smoking 
cessation, wellness education, 
cardiac rehab, routine dental 
care, routine vision care  

Preventive/wellness care, 
nutritional counseling, 
smoking cessation, 
wellness education, cardiac 
rehab, routine dental care, 
routine vision care  

Excluded Benefits Cosmetic, infertility/sex 
change, routine foot care, 
custodial care (long-term 
custodial care included as 
described above), vision 
correction surgery (LASIK) 

Cosmetic, infertility/sex 
change, routine foot care, 
custodial care (long-term 
custodial care included as 
descr bed above), vision 
correction surgery (LASIK)  

Cosmetic, infertility/sex 
change, routine foot care, 
custodial care (long-term 
custodial care included as 
descr bed above), vision 
correction surgery (LASIK) 

 
Sources: Alternative Benefit Design Matrix, Office of Policy and Legal Analysis, Mathematica Policy Research  
 

 
 
 
 
B. Cost Containment Strategies  
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The Board envisions that overall spending under the single-payer health plan would be 
administered through a global budget. As a baseline, the Board assumes that provider 
reimbursement be determined using the DRG (Diagnosis-Related Groups)  payment 
system familiar to hospitals and the RBRVS (Resource-Based Relative Value Scale) 
payment system familiar to physicians, nurses and other health care practitioners.  
Ultimately, the reimbursement for providers will be negotiated like all other costs under 
the single-payer system.  
 
The Board also envisions that the single-payer health plan would utilize certain care 
management strategies.  Currently, the State’s MaineCare program uses primary care case 
management to assist in cost control.  The Board directed that the model used by 
Mathematica assume that primary care case management would continue to be a part of 
the single-payer health plan. Other care management strategies mentioned in the Board’s  
discussions include risk factor management programs, disease management and care 
coordination programs, identification and adoption of “best practices” and prior 
authorization for services using new and emerging technology.   
 
IV.  Microsimulation Model Developed by Mathematica  
 
Briefly, the microsimulation model developed by Mathematica is comprised of four 
modules: (1) a population module used to project the demographic and health insurance 
coverage characteristics; (2) a cost module used to project health care spending by type of 
service and the source of spending that includes both medical and administrative costs; (3) 
a financing module used to project current levels of revenue from current and available 
sources for funding health care expenditures; and (4) an economic impact module used to 
project the impact of a single-payer health plan on the State’s economy and employment.  
The complete feasibility study prepared by Mathematica, including documentation of the 
microsimulation model, its assumptions and sensitivity analyses, and its results projecting 
the costs of a single-payer health plan, is included as Appendix B.  
 
Table 2 describes the general design of the microsimulation model; it is a reproduction of 
Figure III.1 from the Mathematica feasibility study.   
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 Table 2.   Information Flow Diagram for the Maine Microsimulation Model  

 
 

 
 

 
 
 
 
 

 
 
 
 
 
 

 
 

 
 
 
 
 

     
      

  
 
 

   
 

 
 
 
 

 
 
 
 
V.  Preliminary Findings and Recommendations    
 
While the Board believes additional time is needed to consider the Mathematica feasibility 
study and develop final recommendations to the Legislature, the Health Security Board 
makes these preliminary findings and recommendations. 
 
The Health Security Board supports universal coverage for all Maine citizens---
every man, woman and child living in this State deserves comprehensive health care 
coverage.    
 

Population Module  
 

Number of residents by:  

• Age 

• Gender 

• Income 

• Insurance status/source 

• Type/amount of coverage  

• Regions 

Cost Module 
 

Health care costs and administrative costs by:  

• Type of service (hospital, physician/provider, other) 

• Type of payer (private insurers, self-insured employers, public 
programs)  

• Uncompensated care and cost shifting  

Financing Module 
 
Revenue obtained to finance health care costs by source:  

• Consumer out-of-pocket spending  

• Federal and State maintenance of effort  

• Recaptured employer and individual premiums 

• State general revenues  

• Property tax revenues  

Economic Impact Module 
 
Impact on households, employers and providers: 

• Impact on employment 

• Redistr bution of burden among employers 

• Redistr bution of burden among households 



 

Health Care System and Health Security Board - 9 

Consistent with its purpose, the Health Security Board is unified in the belief that all 
Maine citizens should have access to comprehensive health coverage that emphasizes 
preventive care, quality, cost containment, choice of provider and long-term care. Clearly, 
that is not the case under Maine’s current health care system.  Based on estimates from the 
Mathematica study, nearly 96,000 people or 7.4 % of Maine’s population will be 
uninsured in 2004. 1 In addition, the Mathematica study estimates that 22% of those 
privately insured in the individual market and 11% of those insured by small group 
employer coverage (2-99 employees) are underinsured. 2  Further, evolving evidence 
suggests that employers and employees are being faced with double digit premium 
increases and those cost increases are resulting in an additional erosion of coverage.  To 
the members of the Health Security Board, health coverage is a right of all Mainers.  The 
Health Security Board is committed to ensuring that universal coverage becomes a reality. 
Soon.  
    
The Health Security Board finds that maintaining the “status quo” for Maine’s 
health care system cannot be sustained.  
 
In 1999, it was estimated that Maine spent about $5 billion for total health care spending.3   
Without reform, the Mathematica study has projected total spending to increase to $8.4 
billion in 2004, a 37% increase over 2001 spending projections. By 2008, total spending is 
expected to increase to almost $11 billion, another increase of over 31%.  On a per capita 
basis, health care spending will account for $6478 in 2004 and $8291 in 2008. 4  Over the 
long term, these cost increases cannot be sustained by any participant in Maine’s health 
care system whether individual citizen, employer, insurer or federal, state or local 
government.  The Health Security Board believes the current system needs reform. 
Without policy reform, problems of cost and access will continue to escalate and the 
current health care system will collapse.  
 
While additional information and further analysis is needed, the Health Security 
Board finds that a single-payer health care system providing universal coverage 
appears to be financially feasible.  
 
In its enabling legislation, the Health Security Board was directed to study the feasibility 
of a single-payer health plan and develop a plan that achieved a savings of 5% over current 

                                                
1 The estimates used in the Mathematica model of Maine’s uninsured population are lower than estimates 
provided in other published studies that rely on only Current Population Survey (CPS) data from the 
Census Bureau.  In consultation with the Board, Mathematica adjusted the CPS numbers projecting the 
uninsured population at 11% to account for the fact that the MaineCare population is undercounted in the 
CPS.   
2 For modeling purposes, “underinsured” has been defined by Mathematica as coverage under a health 
insurance policy with a deductible of $2500 or higher.  
3 See “The Cost of Health Care in Maine,” Year 2000 Blue Ribbon Commission on Health Care, Report to 
Governor Angus S. King, November 2000.  
4 See Mathematica Report, Feasibility of a Single-payer Health Plan Model for State of Maine, Ch. IV.B, 
p.32 and Table IV.3, p. 35.  
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spending.  The Board interpreted this charge to mean the development of a plan that saved 
5% compared to the base line projections for total health care spending in either 2004 or 
2008. Based on the results of the Mathematica study, the model’s estimates indicate that 
one plan developed by the Board (plan 3A) will save 2% over base case spending in 2004 
and 8% in 2008.  Under Plan 3A, individuals would be asked to contribute a maximum of 
$1000 and $2000 annually for individual and family coverage respectively through cost 
sharing; those individuals or families with incomes at or below 200% of poverty would be 
exempt from the cost sharing requirement.  A more detailed outline of the benefits under 
Plan 3A is included in Table 1. The model also suggests that even greater savings could be 
achieved through more aggressive managed care and cost containment strategies, through 
changes in benefit design or through increased cost sharing requirements.   
 
Further, the financing estimates project that if the current level of public sector effort at 
the federal and state level is maintained but insurance premiums are discontinued, the total 
additional financing required for a single-payer system with universal coverage is between 
$3.2 and 4.9 billion in 2004 (or 49-52% of the total) depending on the single-payer benefit 
design.  To finance that additional effort in the absence of premium contributions, the 
Mathematica study uses a payroll tax to model the funding needs for a single-payer 
system.  Depending on the plan’s benefit design and cost sharing requirements, the model 
projects that a payroll tax rate of 11.1% to 16.8% in 2004 and 9.7% to 15.5% in 2008 
would provide the necessary funding.  Mathematica estimates that private employers 
currently providing health insurance coverage, on average, contribute approximately 10% 
of wages and salaries for covered employees in the current premium-based system. 5 
 
While the Mathematica model suggests a single-payer plan is financially feasible compared 
to the “status quo”, the unanimous endorsement of a single-payer plan by the Health 
Security Board at this time is premature.  There are many complex issues and questions 
related to the financing, operation and economic impact of a single-payer system that are 
unresolved.  The Health Security Board views the feasibility study conducted by 
Mathematica with cautious optimism---it suggests that a single-payer health care system 
may be one feasible approach to achieving universal coverage in Maine.  
 
The Health Security Board recommends that the Legislature authorize the Board to 
continue its work until January 1, 2004 to refine and extend the financial feasibility 
study and to develop a transition and implementation plan for achieving universal 
coverage through a single-payer health care system in Maine.    
 
In the Board’s opinion, the Mathematica feasibility study provides an excellent foundation 
to evaluate the likely impact of a single-payer health care system on health care spending 
and financing in Maine.  It also provides an initial assessment of how a single-payer system 
will affect Maine’s economy.  However, the microsimulation model has limitations that 
would benefit from additional analysis and refinement.  In addition, the model and the 
feasibility study does not address many practical and policy issues affecting the operation 

                                                
5 See Mathematica study, Chapter IV. C, p. 43.  
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of a single-payer system.  The Health Security Board believes it is critically important to 
evaluate these issues before making its final recommendations to the Legislature.  
 
In relation to the microsimulation model, the Health Security Board has identified these 
unanswered questions:  
 

• What is the economic impact of an alternative financing strategy, which requires 
broad participation and is more progressive than the current premium system? 
Does a financing mechanism with these features make Maine a more or less 
attractive place to do business?  

•  Can the model’s estimates of the financing and economic impact of a single-payer 
system be integrated?  

• Can the distributional impact on Maine’s businesses and individuals be modeled?  
• Can the model’s estimates be improved by incorporating updated population data?  
• Can the administrative cost savings assumptions for plans and providers be refined 

to reflect current costs and experience of Maine plans and providers?  
• What is the potential for “adverse selection” through in migration of residents 

from other states if Maine establishes a single-payer plan? What is the potential for 
out migration if individuals, businesses and providers leave Maine?  What financial 
impact could that have on the State? What impact would the loss of providers, 
especially specialty providers, have on the delivery and quality of health care?  

• How well does the Watson Wyatt PreView™ model predict Maine’s health care 
costs when applied retroactively?  

• How do the single-payer benefit designs used in the model compare with current 
benefit packages offered by large and small employers?  

• What level of financial reserves would be required for implementation of a single-
payer plan?  

• What are the costs of a transition to a single-payer system?  
 
With regard to the transition to a single-payer health care system, the Health Security 
Board has not fully addressed all of the operational and policy issues.  The Board has 
discussed many of these issues to some extent, but has not been able to reach consensus as 
a group. The unresolved questions that need further discussion and consideration by the 
Health Security Board include but are not limited to:  
 

• What steps are necessary to transition from the current health care system to a 
single-payer system? How will the costs of transition be paid? What is the 
timeline necessary for transition? Should coverage under a single-payer system 
be phased in for certain coverage groups or populations?  

• How will a single-payer system be governed? What entity will oversee and 
administer a single-payer system?  How will that entity be structured? Will 
administration of the system be performed by state government or by 
contracting with a private entity?  

• Can federal maintenance of effort be achieved? What steps are necessary to 
obtain necessary waivers?  
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• How will eligibility for coverage under a single-payer system be determined? 
What standards will be used?  

• How will the global budget for a single-payer system be prepared? How will it 
work? Is there a role for certificate of need?  

• How will providers participate in a single-payer system? How will they be 
reimbursed? At what level? Can regional differences in the cost of health care 
technology and procedures, for example, between Maine and Massachusetts, 
be addressed?  

• How will the adequacy of a provider network be evaluated? Can the current 
supply of providers in Maine meet an anticipated increased demand for 
services?  

• What mechanisms can be used to evaluate and ensure the quality of health care 
services provided under a single-payer plan?  

• What health care services will be provided? Will rationing of services be 
necessary?  

• What specific benefit design should be recommended?  
• How should a single-payer system be financed? Through a payroll tax? 

Through a combination of payroll and other taxes?  
 
Without additional time to consider these issues, the Health Security Board cannot 
adequately meet its charge from the Legislature.  An extension will allow the Board time 
to thoughtfully consider and evaluate the work done by Mathematica. It will allow the 
Board time to completely respond to the questions outlined above.  It will allow the Board 
time to coordinate its effort with the research and analysis being done on comprehensive 
system reform through the federally funded state health planning grant. Most importantly, 
it will allow the Board time to solicit public comment and input on the feasibility study and 
the work it has completed to date.  If additional time is available, the Board plans to 
schedule public hearings throughout the State and to seek additional funding for 
consultative expertise.  The Board also intends to draft legislation to implement its 
recommendations for consideration by the 121st Legislature.  
 
Conclusion  
 
The Health Security Board hopes that this report and the microsimulation model will 
provide a foundation for informed and constructive dialogue among policymakers and 
others interested in reforming Maine’s current health care system. The results of the 
feasibility study suggest that a single-payer health care system appears to be a feasible 
approach to achieving universal coverage but more information and analysis is needed.   
With additional time and resources, the Health Security Board believes it can help develop 
a blueprint for universal coverage. We look forward to reaching the goal of universal 
coverage.    
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Enabling Legislation Establishing the Health Care System and Health Care Security Board 

Public Law 2001, chapter 439, Part ZZZ 

PART ZZZ 

Sec. ZZZ-1. Health Care System and Health Security Board. 

1. Board established. The Health Care System and Health Security Board, referred to in this 
section as the "board," consists of 19 members as follows: 

A. The Commissioner of Human Services or the commissioner's designee; 

B. The Executive Director of the State Employee Health Commission or the director's designee; 

C. The State Tax Assessor or the assessor's designee; 

D. Two members of the House of Representatives appointed by the Speaker of the House of 
Representatives with preference to members of the joint standing committee of the Legislature 
having jurisdiction over health and human services matters, the joint standing committee of the 
Legislature having jurisdiction over appropriations and financial affairs and the joint standing 
committee of the Legislature having jurisdiction over banking and insurance matters; 

E. Two members of the Senate appointed by the President of the Senate with preference to 
members of the joint standing committee of the Legislature having jurisdiction over health and 
human services matters, the joint standing committee of the Legislature having jurisdiction over 
appropriations and financial affairs and the joint standing committee of the Legislature having 
jurisdiction over banking and insurance matters; 

F. A representative of each of the following, appointed by the President of the Senate: 

( 1) A statewide organization that advocates universal health care; 
(2) A statewide organization that defends the rights of children; 
(3) A statewide organization representing health insurers and health maintenance 
organizations; 
(4) Health care economists; 
(5) A statewide organization of physicians; and 
( 6) Small hospitals in the State; and 

G. A representative of each of the following, appointed by the Speaker of the House: 

(1) A statewide organization that represents Maine senior citizens; 
(2) A statewide labor organization; 
(3) A statewide organization of nurses; 
( 4) Large hospitals in the State; 
(5) The business community; and 
( 6) An organization representing the self-employed. 



2. Chairs. The first-named Senate member is the Senate chair and the first-named House 
member is the House chair of the board. 

3. Appointments; convening board. All appointments must be made no later than 30 days 
following the effective date of this Part. The chairs shall call and convene the first meeting of the board 
within 30 days of completion of all appointments. 

4. Purpose. The purpose of the board is to develop recommendations to provide health care 
coverage to all citizens of this State through a plan or plans that emphasize 24-hour coverage, quality, 
cost containment, choice of provider and access to 
comprehensive, preventive and long-term care. 

5. Duties of board. The board has the following duties. 

A. As its first priority, the board shall undertake a review to: 

(1) Determine what percentage of health care benefits are paid from automobile 
insurance, general liability insurance and workers' compensation insurance; 

(2) Assess what, if any, savings are associated with a simplified billing system; 

(3) Assess what, if any, savings would be realized by schools and correctional facilities 
with a single-payor system based on their current expenses for services related to health 
care such as occupational therapy, physical therapy and speech therapy; and 

(4) Assess what, if any, savings are associated with a single-payor system by comparing 
hospitals of similar size in the State and other states; and 

(5) In its assessment, the board shall examine prior studies conducted in Maine and other 
states. 

B. In developing proposals to implement a single-payor plan to provide health care coverage to 
all citizens of this State, the board shall make recommendations related to standards for: 

( 1) Eligibility for coverage under the plan for residents of the State, including a 
requirement that residents must apply for an identification card to enroll in the plan, 
responsibility for collection from individuals and insurance companies and 
reimbursement for providers in the State; 

(2) The types of health care services covered under the plan. The plan must provide 
coverage for health care services from a provider within this State if those services are 
determined medically necessary by the provider for the patient, except that the plan may 
not provide cosmetic services. Copayments may be charged only as charged under 
current Medicaid coverage. Deductibles may not be charged to plan enrollees. The plan 
must be at least as inclusive as Medicaid coverage. This subsection does not preclude 
supplementary benefit insurance for services that are not medically necessary. Covered 
health care must include all services and providers for which coverage is mandated under 
the Maine Revised Statutes, Title 24-A and must include all coverage offered by the 
Medicaid program; 
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(3) A system for the delivery of health care services throughout the State. Covered health 
care services must be provided to plan enrollees by participating providers who are 
located within the State and who are chosen by the plan enrollees. The plan must pay for 
health care services provided to a plan enrollee while the enrollee is temporarily outside 
the State. The maximum period of time a plan enrollee may be covered while out of state 
is 90 days per year. A plan enrollee may qualify to begin services out of state but, in 
order to receive continued treatment, may be required to receive treatment within the 
State. Reimbursement for services rendered out of state must be at rates set by the board. 
A participating provider may not charge plan enrollees or 3rd parties for covered health 
care services in excess of the amount reimbursed to that provider by the plan. A 
participating provider may not refuse to provide services to a plan enrollee on the basis 
ofhealth status, medical condition, previous insurance status, race, color, creed, age, 
national origin, citizenship status, gender, sexual orientation, disability or marital status; 
and 

( 4) The role of other health care programs including, but not limited to, the following 
programs: the Medicare program of the federal Social Security Act, Title XVITI; the 
Medicaid program of the federal Social Security Act, Title XIX; the civilian health and 
medical program as referred to in 10 United States Code, Sections 1071 to 1106; the 
federal Indian Health Care Improvement Act, 25 United States Code, Sections 160 I to 
1682; other 3rd-party payors who may be billable for health care services; and any state 
and local health programs, including, but not limited to, workers' compensation and 
employers' liability insurance pursuant to the Maine Revised Statutes former Title 39 
and Title 39-A. 

The board shall also examine issues related to the implementation of a single-payor plan for 
universal coverage and access such as: promoting the purposes of the plan; setting 
reimbursement rates for participating providers; rules necessary to implement the plan; systems 
for enrollment, registration of providers for participation, rate setting and contracts with 
providers of services and pharmaceuticals; developing budgets with hospitals and institutional 
providers; administration of revenues of the plan; employment of staff as necessary to implement 
the plan; development of plans and funding for training and assistance for workers in the health 
care sector displaced by moving to a single-payor health care system; addressing the unique 
issues related to the delivery of a single-payor health care system among the State's border 
communities and the impact on health care practitioners, providers and residents of those 
communities; and conducting public hearings annually or more frequently regarding resource 
allocation, revenues and services. 

C. The board shall examine funding for the single-payor plan from a combination of sources, 
including payments from government sources, including federal, state and other governmental 
health care and aid programs; payments from workers' compensation, pension and health 
insurance employee benefit plans; payments from state, county and municipal governmental units 
for coverage; payments from tobacco settlement funds; and payments from any taxes or fees 
based on the results of the feasibility study required under paragraph D. 

D. The board shall conduct a feasibility study of the economic impacts on individuals and 
businesses of a single-payor plan that guarantees a minimum 5% savings over existing health 
care costs and the impact on individuals and businesses of payment options and benefits should 
those options be necessary, including but not limited to increasing corporate and individual 
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income tax rates; increasing sales tax rates; eliminating sales tax exemptions and exclusions; and 
establishing a payroll or other tax dedicated to funding the plan. The board shall also address the 
potential positive or negative impact of the plan on the State's economy. 

E. The board shall stress prevention of disease and maintenance of health in developing 
proposals to implement the single-payor plan and shall attempt to retain and strengthen existing 
health facilities whenever possible in developing those proposals. · 

F. The board may examine any other issues or gather information necessary to fulfill its purpose 
and duties. 

The board may choose to organize subcommittees of its members to carry out the duties 
described in this subsection, except that a subcommittee may not take any action without a final 
decision by the entire board. Any action or decision of the board must be made by majority vote. 

6. Staff assistance. The board may contract with and retain staffing and technical assistance 
from a health policy organization. 

7. Funding. The board may seek and accept outside funding through the public or private sector 
to advance its work. 

8. Compensation. Those members of the board who are Legislators are entitled to receive the 
legislative per diem as defined in the Maine Revised Statutes, Title 3, section 2 and reimbursement for 
travel and other necessary expenses related to their attendance at meetings of the board. 

9. Report. Based on its review, the board shall develop recommendations regarding the 
implementation of a single-payor plan to provide health care coverage to all citizens of this State and 
shall submit its report, together with any necessary implementing legislation, to the Second Regular 
Session of the 120th Legislature by March 1, 2002. If the board requires an extension oftime to make its 
report, it may apply to the Legislative Council, which may grant the extension. Upon submission of the 
report, the board may not take further action unless further action is authorized by law. 

Sec. ZZZ-2. Appropriation. The following funds are appropriated from the General Fund to 
carry out the purposes of this Part. 

2001-02 

LEGISLATURE 
Health Care System and Health Security Board 

Personal Services $660 
All Other 10,000 

Provides funds for the per diem and expenses of legislative members of the Health Care System and 
Health Security Board, to conduct public hearings, to contract for staffing and technical assistance and to 
print the required report. 

LEGISLATURE ____ _ 
TOTAL $10,660 
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Sec. ZZZ-3. Allocation. The following funds are allocated from Other Special Revenue to carry 
out the purposes of this Part. 

2001-02 

LEGISLATURE 
Health Care System and Health Security Board 

All Other $500 

Provides funds as a base allocation in the event that outside sources of revenue are received by the Health 
Care System and Health Security Board. 
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Figure I.1.  Watson Wyatt’s PreView Medical Benefits Model 

 

PreView is a comprehensive health benefit microsimulation model that has been developed over 
the past 14 years to facilitate the estimation of health care expenditures in employer-sponsored 
health plans.  It has also been used to estimate the plan expense and out-of-pocket costs 
associated with various health care reform proposals for both the pre-65 and post-65 populations.  
PreView allows the health benefit consultants to “repay” medical claims under alternative plan 
designs, population assumptions, utilization levels, and charge levels.  It is a well established 
valuation model that has been widely used with many public and private clients. 
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Table II.1.  Required Cost Sharing by Family Income in Alternative Single-Payer Plans 

Single-Payer Plan 

Family Income 
Relative to 

Poverty Level of Benefits 

1 All levels MaineCare Benefit 

2A 
< 200 % FPL 

> 200 % FPL 

MaineCare benefit 

Broad coverage with copayments 

2B 
< 300 % FPL 

> 300 % FPL 

MaineCare benefit 

Broad coverage with copayments 

2C 
< 400 % FPL 

> 400 % FPL 

MaineCare benefit 

Broad coverage with copayments 

3A 
< 200 % FPL 

> 200 % FPL 

MaineCare benefit 

Broad coverage with coinsurance 

3B 
< 300 % FPL 

> 300 % FPL 

MaineCare benefit 

Broad coverage with coinsurance 

3C 
< 400 % FPL 

> 400 % FPL 

MaineCare benefit 

Broad coverage with coinsurance 

 

�

�



� � 2�

� � ��������		
����������������������������������

Table II.2.  Benefit Designs, Cost Sharing, and Limits on Out-of-pocket Expense in 
Alternative Single-Payer Plans 

�

Plan-Level Features 
Plan 1 

MaineCare Benefit 
Plan 2 

Copayment Plan 
Plan 3 

Coinsurance Plan 

Income Level Subject to Cost Sharing None 200%; 300%; 
or 400% FPL 

200%; 300%; 
or 400% FPL 

Out-of-Pocket Maximums 
 Individual 
 Family 

 
None 

 
$500 
$1,000 

 
$1,000 
$2,000 

Deductibles None None None 

Life-Time Maximum None None None 

Hospital Inpatient $0–$3 per day; $30 
maximum per month 

$50 per day; $300 
maximum per admission 

$50 per day; $300 
maximum per admission 

Hospital Outpatient/Diagnostic, X-Ray, 
Laboratory 

$0–$3 per day; $30 
maximum per month 

$25 copayment 20% coinsurance 

Primary Care Provider Visits Covered in full $10 copayment $10 copayment 

Specialty Care Provider Visits Covered in full $20 copayment $20 copayment 

Emergency Room Covered in full $50 copayment; 
waived if admitted 

$50 copayment; 
waived if admitted 

Mental Health/Substance Abuse 
Benefits 

Covered in full Parity Parity 

Prescription Drugs 
 Copayment--Generic 
 Copayment--Brand/Preferred 
 Copayment--Brand/Nonpreferred 

 
$0–$2 
$0–$3 
$0–$3 

 
$5 
$13 
$28 

 
$10 
$20 
$35 

Skilled Nursing Covered in full $25 per day; $150 
maximum per admission 

$25 per day; $150 
maximum per admission 

Home Health Care Covered in full $10 copayment $10 copayment 

Durable Medical Equipment Covered in full Covered in full 20% coinsurance 

Eyeglasses $100 cap every 2 years $100 cap every 2 years 25% coinsurance; 
$100 cap every 2 years 

Included Benefits (not subject to cost 
sharing) 

Preventive/wellness 
care, nutritional 
counseling, smoking 
cessation, wellness 
education, cardiac 
rehabilitation, routine 
dental care, routine 
vision care 

Preventive/wellness 
care, nutritional 
counseling, smoking 
cessation, wellness 
education, cardiac 
rehabilitation, routine 
dental care, routine 
vision care 

Preventive/wellness 
care, nutritional 
counseling, smoking 
cessation, wellness 
education, cardiac 
rehabilitation, routine 
dental care, routine 
vision care 

Excluded Benefits Cosmetic, infertility/sex 
change, routine foot 
care, custodial care, 
vision correction 
surgery (LASIK) 

Cosmetic, infertility/sex 
change, routine foot 
care, custodial care, 
vision correction surgery 
(LASIK) 

Cosmetic, infertility/sex 
change, routine foot 
care, custodial care, 
vision correction surgery 
(LASIK) 
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Figure 111.1. Information Flow Diagram for the Maine Microsimulation Model 

Population Module 

Number of residents by: 
• Age 
• Gender 
• Income 
• Insurance status/source 
• Type/amount of coverage 
• Regions 

Cost Module 

Health care costs and administrative 
costs by: 
• Type of service (hospital, physician, 

other) 
• Type of payer (private insurers, self

insured employers, public programs) 
• Uncompensated care and cost shifting 

Financing Module Economic Impact Module 

Revenue obtained to finance health care 
costs by source: 
• Consumer out-of-pocket spending 
• Federal and state maintenance of effort 
• Recaptured employer and individual 

premiums 
• State general revenues 
• Propertytaxrevenues 

Impact on households, employers, and 
providers: 
• Impact on employment 
• Redistribution of burden among 

employers 
• Redistribution of burden among 

households 

Chapter JJJ: Deuription of the Maine Mit-ro.rimulation Model 
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Table III.1. Parameter Assumptions Used in the Population Module of the Maine 
Microsimulation Model 

Parameter 
Mean 
Value Source 

Annual population growth rate, by region 2001-04 0.4% Colgan (2002) 

Annual population growth rate, by region 2004-08 0.6% Colgan (2002) 

Percent of individuals with large employer 
coverage who receive coverage through: 

Federal employer 

State Employee Health Plan 

 

 
2.1% 

4.0% 

 

Colgan (2002) 

Bureau of Human Resources 

Proportion of state population residing in each 
region: 

 Medicare beneficiaries 

  Medicaid (MaineCare) beneficiaries 

  Federal employees 

  Other 

 
-- 

-- 

-- 

-- 

 
CMS (2002)  

Bureau of Medical Services  

Colgan (2002)  

U.S. Census (2000) 

Percent of commercially insured population that is 
enrolled in high-deductible health plans   

Nongroup/individual market 

 
 

Small group market (2-99 members) 

 
Large group Market (100+ members) 

22.0% 

 
 

11.0% 

 
  2.0% 

Based on information provided 
by Anthem Blue Cross and Blue 
Shield of Maine 

Based on information provided 
by Anthem Blue Cross and Blue 
Shield of Maine 

Based on information provided 
by Anthem Blue Cross and Blue 
Shield of Maine 

Percent of uninsured who are eligible for 
MaineCare 

12.0% 

 
Based on information provided 
by the Bureau of Medical 
Services 

Source:  Mathematica Policy Research, Inc. 
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Table III.2.  Demographic, Economic, and Regional Stratifications of the Maine Population 

Characteristic Stratification 

Individual Age 0–18 

19–39 

40–64 

65 or older 

Family Income Below 150% FPL 

150–200% FPL 

201–300% FPL 

301–400% FPL 

400% FPL or more 

Geographic Area Bangor (Penobscot County) 

Lewiston-Auburn (Androscoggin County) 

Portland Metropolitan Area (Cumberland County) 

Nonmetro North (Franklin, Somerset, Piscataquis, 
Aroostook, and Washington counties) 

Nonmetro South (Oxford, Hancock, Kennebec, Knox, 
Lincoln, Sagadahoc, Waldo, and York counties) 

Place of residence unknown 

Source:  Mathematica Policy Research, Inc. 
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Table III.3.  Parameter Assumptions Used in the Cost Module of the Maine Microsimulation 
Model  

Parameters 
Mean 
Value Source 

Annual growth rate in per capita health care 
spending in base case, 2001-04 

 Medical care spending for privately insured and 
uninsured 

 Medical care spending for Medicare beneficiaries 

Medical care spending for Medicaid beneficiaries 

Prescription drug spending 

 
 
 
13.0% 

 
  3.2% 

  7.0% 

 
14.0% 

 
 
HRET (2001, 2002) 

CMS (2002) 

Blend of actual MaineCare trends for 
1999-2001 and HRET (2001,2002) 

Medco (2002) 

Annual growth rate in per capita health care 
spending in base case, 2004-08 
 

Medical care 

Prescription drugs 

 

 

 

  5.0% 

  7.0% 

 

 

 

CMS (2002) 

CMS (2002) 

Payer administrative costs as a percentage of total 
costs: 
 

Private insurer costs for large groups  
(> 100 members) 

Private insurer costs for small groups (< 100 
members) 

 
Private insurer costs for individual (nongroup) 
policyholders 
 
Medicare 
 
Medicaid 
 
CHAMPUS 

 
 
 

12.0% 
 
 
22.0% 
 
 
 
30.0% 
 
  2.1% 
 
  6.4% 
 
  8.0% 

 
 
 

CRS (1988) 
 
 
CRS (1988) 
 
 
 
CRS (1988) 
 
CMS (2002) 
 
CMS (2002) 
 
CRS (1988) 

Single-payer administrative cost rate   5.0% Benchmarked with Medicare and 
Medicaid cost rate 

Hospital administrative cost rate in the base case 
 

 
Percent reduction in administrative costs under 
single-payer plan 

33.4% 

 
 

15.0% 

Woolhander and Himmelstein (1997); 
Sheils et al. (1998); Sheils and Haught 
(2000) 

Judgment based on Woolhander and 
Himmelstein (1997); Sheils et al. (1998) 

Source:  Mathematica Policy Research, Inc. 



��� 

��������			
�����������������������������������������������

 

Table III.3 (continued)   

Parameters 
Mean 
Value Source 

Physician administrative costs in the base case  

Percent reduction in administrative costs under 
single-payer plan 

32.0% 

  15% 

AMA (2000); Sheils et al. (1998) 

Judgment based on AMA (2000); Sheils 
et al. (1998) 

Proportion of commercially insured population 
enrolled in HMOs in base case 

  55% Judgment based on Anthem Blue Cross 
and Blue Shield of Maine; Interstudy 
(2002); Bureau of Insurance (2002) 

Change in per-capita health care costs due to a 10 
percent increase in commercial HMO enrollment 

-1.0% Judgment based on Cutler, McClellan 
and Newhouse (2000); Mobley (1998); 
Zwanziger, Melnick and Bamezai (2000); 
Glied (2000) 

Percent of MaineCare population enrolled in PCCM 
in base case 

43.0% CMS (2002) 

Percent of population below 200% FPL enrolled in 
PCCM in single-payer system 

43.0% Based on MaineCare experience as 
reported by CMS 

Change in per-capita health care costs due to a 10% 
increase in PCCM enrollment.   

-1.0% Judgment based on Cutler, McClellan 
and Newhouse (2000); Glied (2000); 
Hurley et al. (1991); Meyer et al. (1996); 
Rask et al. (1999) 

Base case uncompensated care costs as a percent 
of total private payer costs 

  Hospitals 

  Physicians 

 

10.0% 

 

  6.0% 

 

American Hospital Association 2000 
Survey of Hospitals, New England 
estimate (MedPac 2001) 

American Medical Association 2000 
Socioeconomic Monitoring System 
Survey, New England estimate (AMA 
2002) 

Percent reduction in uncompensated care costs 
under single-payer plan 

  Hospitals  

 Physicians 

 

90.0% 

90.0% 

 

Judgment based on care for individuals 
who are not Maine citizens 

Health care utilization by uninsured as a percent of 
utilization by insured populations 

 70.0% Long and Marquis (1994) 

Percent of health care spending on the uninsured 
paid out-of-pocket 

 40.0% Blue Ribbon Commission (2000); Young 
(1995) 
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Table III.3 (continued) 

Parameters 
Mean 
Value Source 

Percent change in hospital care spending for 
formerly under-insured and uninsured residents due 
to elimination of avoidable hospitalizations and 
emergency visits    

Percent change in ambulatory care spending for 
formerly under-insured and uninsured residents due 
to elimination of avoidable hospitalization and 
emergency visits  

-4.0% 

 

-2.0% 

Informed judgment based on Ayanian et 
al. (2000); Culler et al. (1998); Parchman 
and Culler (1999); Friedman and Basu 
(2001)  

Informed judgment based on Friedmand 
and Basu (2001); Eisert and Gabow 
(2002); Steiner et al. (2002) 

Percent increase in total health care spending due to 
10% decrease in consumer out-of-pocket spending 
on health care 

1.7% RAND Health Insurance Experiment 
(Newhouse 1993) and unpublished 
estimates from Congressional Budget 
Office 

Source:  Mathematica Policy Research, Inc. 
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Table III.4 Parameter Assumptions Used in the Financing Module of the Maine 
Microsimulation Model 

Parameters 
Mean 
Value Source 

Percent of insurance premium paid by 
employee 

16.5% 
MEPS, Maine Subsample (AHRQ 
2000) 

Percent of adjusted gross income from wages 
and salaries among Maine-median income 
taxpayers 

81.3% Internal Revenue Service (2001) 

Percent of adjusted gross income in taxpaying 
households at Maine median income 

96.4% Internal Revenue Service (2001) 

Effective personal income tax rate per total 
adjusted gross income 

8.0% Bureau of Revenue Services. 

Source:  Mathematica Policy Research, Inc. 
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Table III.5.  Parameter Assumptions Used in the Economic Impact Module of the Maine 
Microsimulation Model 

Parameters 
Mean 
Value Source 

Percent of employment in Finance, Insurance 
and Real Estate associated with insurance 
carriers 

19.9% Pfleeger and Wallace (1994) 

Percent of employment in Finance, Insurance 
and Real Estate associated with insurance 
agents and brokers 

11.4% Pfleeger and Wallace (1994) 

Percent of insurance employment associated 
with health insurance 

20.0% Judgment based on distribution of 
total insurance premium revenues 

Percent of private service employment 
associated with health care services 

26.4% Pfleeger and Wallace (1994) 

Percent of government employment associated 
with health care services 

  5.9% Pfleeger and Wallace (1994) 

Percent of construction and manufacturing 
employment associated with health care 
services 

 1.1 to  
2.4% 

Pfleeger and Wallace (1994) 

Percent increase in employment associated 
with 10% increase in health care spending 

 6.0% Hammermesh (1986) 

Source:  Mathematica Policy Research, Inc. 
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Table IV.1.  Projected Population Size by Baseline Source of Coverage (in Thousands) 

   2004    2008 

   Percent of Total Population    Percent of Total Population 

 Total 
Count  Medicare 

No 
Medicare Total  

Total 
Count  Medicare 

No 
Medicare Total 

Total 1,290.3  18.9% 81.1% 100.0%  1,324.8  20.3% 79.7% 100.0% 

            

Employer Provided Insurance 810.8  5.3% 57.5% 62.8%  825.7  5.8% 56.5% 62.3% 

   Firms < 25 161.4  2.2% 10.3% 12.5%  166.1  2.4% 10.1% 12.5% 

   Firms 25-99 99.1  0.5% 7.2% 7.7%  100.6  0.5% 7.1% 7.6% 

   Firms >= 100 550.3  2.7% 40.0% 42.6%  559.0  2.9% 39.3% 42.2% 

      Federal 5.9  0.0% 0.4% 0.5%  6.0  0.0% 0.4% 0.5% 

      State 26.8  0.1% 1.9% 2.1%  27.3  0.1% 1.9% 2.1% 

      Other 517.6  2.5% 37.6% 40.1%  525.8  2.7% 37.0% 39.7% 

Other Private Insurance 102.3  4.7% 3.2% 7.9%  109.8  5.1% 3.2% 8.3% 

CHAMPUS 26.7  0.7% 1.4% 2.1%  28.0  0.8% 1.3% 2.1% 

Medicaid/SCHIP 193.9  3.5% 11.6% 15.0%  197.7  3.6% 11.3% 14.9% 

No Supplemental Coverage 156.7  4.7% 7.4% 12.1%  163.6  5.0% 7.3% 12.4% 

   Medicaid/SCHIP Eligible 13.2  0.2% 0.9% 1.0%  13.5  0.2% 0.8% 1.0% 

   Not Eligible 143.4  4.5% 6.6% 11.1%  150.1  4.9% 6.5% 11.3% 

            

< 200% FPL   9.2% 23.3% 32.6%    10.1% 23.5% 33.6% 

200-299% FPL   4.7% 13.0% 17.7%    5.3% 13.1% 18.4% 

300-399% FPL   1.9% 15.6% 17.4%    2.0% 15.7% 17.7% 

400+ % FPL    3.3% 30.1% 33.4%    3.7% 30.4% 34.1% 

Percent Underinsured   0.0% 3.2% 3.2%    0.0% 3.2% 3.2% 

Source:  Mathematica Policy Research, Inc. 
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Table IV.2 Number and Percent of Medicare Covered Population by Source of Coverage, 
Projected 2004 and 2008 (Baseline) 

 2004  2008 

  
Medicare 

(in thousands) 

Percent of 
Medicare 

Population  
Medicare      

(in thousands) 

Percent of 
Medicare 

Population 

Employer Provided Insurance 69.0 28.3%  76.8 28.5% 

   Firms < 25 28.8 11.8%  32.1 11.9% 

   Firms 25-99 5.9 2.4%  6.5 2.4% 

   Firms >= 100 34.3 14.1%  38.2 14.2% 

      Federal 0.4 0.2%  0.4 0.2% 

      State 1.7 0.7%  1.9 0.7% 

      Other 32.3 13.2%  35.9 13.3% 

Other Private Insurance 60.6 24.8%  67.6 25.1% 

CHAMPUS 9.2 3.8%  10.3 3.8% 

Medicaid/SCHIP 44.5 18.2%  47.9 17.8% 

No Supplemental Coverage 60.6 24.8%  66.8 24.8% 

   Medicaid/SCHIP Eligible 2.2 0.9%  2.4 0.9% 

   Not Eligible 58.4 23.9%  64.4 23.9% 

Total 244.1 100.0%  269.2 100.0% 

 
Source:  Mathematica Policy Research, Inc. 
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Table IV.3.  Base Case Health Care Spending in Maine by Source 

  Spending by Year (in millions) 

Source of Funds  2001 2004 2008 

Aggregate Spending (in millions)     

Government Programs     

      Medicaid/SCHIP program spending  $1,375.6  $2,237.3  $2,930.9  

      Medicaid out-of-pocket spending  $5.0  $9.4  $12.2  

      Medicare program spending  $1,259.4  $1,884.8  $2,590.3  

      Medicare out-of-pocket spending  $59.0  $84.5  $120.3  

Private Health Insurance     

      Large group (>100 members) health plan spending $1,484.9  $1,653.2  $2,096.3  

      Large group out-of-pocket spending  $279.5  $370.7  $472.4  

      Small group (2-99 members) health plan spending $690.0  $827.8  $1,061.4  

      Small group out-of-pocket spending  $177.0  $297.5  $382.9  

      Nongroup/individual health plan spending  $237.8  $334.5  $453.3  

      Nongroup/individual out-of-pocket spending $154.4  $224.5  $304.9  

      CHAMPUS health plan spending  $96.0  $127.3  $167.0  

      CHAMPUS out-of-pocket spending  $5.0  $7.9  $10.5  

      Uninsured out-of-pocket spendinga  $121.9  $171.1  $217.5  

Total Third Party Spending  $5,114.1  $7,183.2  $9,449.2  

Total Out-of-Pocket Spending  $985.1  $1,175.9  $1,534.0  

Total Spending  $6,099.2  $8,359.1  $10,983.2  

Per Capita Spending (in dollars)     

Third Party Spending  $4,016 $5,567 $7,133 

Out-of-Pocket Spending  $774 $911 $1,1158 

Total Spending  $4,790 $6,478 $8,291 

Source:  Mathematica Policy Research, Inc. 
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Table IV.4.  Projected Health Care Spending by Type of Service Under Base Case and 
Single-Payer Assumptions 

 Spending by Type of Service (in millions)    

Benefit Plan Hospital Physician Pharmacy 
Other 

Services 
Other 

Medicaid Admin 
Total 

Spending 
Percent of 
Base Case 

Base Case         

   2004 $3,153.6 $1,221.6 $1,613.0 $827.8 $678.9 $864.2 $8,359.1 100% 

   2008 $3,975.1 $1,558.9 $2,224.4 $1,165.7 $924.7 $1,134.3 $10,983.2 100% 

Plan 1       

   2004 $3,618.9 $1,678.5 $1,642.7 $1,498.9 $678.9 $421.9 $9,539.8 114% 

   2008 $4,352.3 $2,019.7 $2,146.4 $1,800.7 $924.7 $516.0 $11,759.7 107% 

Plan 2A      

   2004 $3,254.5 $1,545.7 $1,497.6 $1,344.4 $678.9 $382.1 $8,703.2 104% 

   2008 $3,908.9 $1,857.5 $1,953.3 $1,611.8 $924.7 $466.6 $10,722.8 98% 

Plan 2B      

   2004 $3,368.3 $1,588.9 $1,550.1 $1,415.1 $678.9 $396.1 $8,997.5 108% 

   2008 $4,049.8 $1,911.2 $2,024.1 $1,696.7 $924.7 $484.1 $11,090.6 101% 

Plan 2C      

   2004 $3,453.6 $1,619.5 $1,581.9 $1,447.5 $678.9 $405.1 $9,186.4 110% 

   2008 $4,152.5 $1,948.1 $2,066.0 $1,736.1 $924.7 $495.1 $11,322.6 103% 

Plan 3A     

   2004 $3,025.7 $1,464.5 $1,415.0 $1,256.6 $678.9 $358.1 $8,198.7 98% 

   2008 $3,633.2 $1,759.3 $1,844.6 $1,505.1 $924.7 $437.1 $10,104.0 92% 

Plan 3B      

   2004 $3,204.2 $1,531.5 $1,494.8 $1,365.6 $678.9 $379.8 $8,654.7 104% 

   2008 $3,853.2 $1,842.3 $1,951.9 $1,635.6 $924.7 $464.2 $10,671.9 97% 

Plan 3C     

   2004 $3,344.2 $1,581.4 $1,545.3 $1,416.9 $678.9 $394.4 $8,961.1 107% 

   2008 $4,021.4 $1,902.3 $2,018.3 $1,698.0 $924.7 $482.0 $11,046.6 101% 

Source:  Mathematica Policy Research, Inc. 
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Figure IV.1. Projected Health Care Spending Under Base Case And Single-Payer 
Health Plans: 2004 And 2008 

Plan 3C 1$8,961 1 

Plan3B ls8,655 1 

Plan 3A 1$8,1991 
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Source: Mathematica Policy Research, Inc. 

Reflecting the very low cost sharing, projected total spending under Plan 1 is $9.5 billion in 
2004, approximately $1.2 billion (14 percent) higher than spending in the base-case. 
However, by 2008, the difference in spending between the two plans is projected to narrow 
to less than $0.8 billion (7 percent) as the single-payer plan realizes cost savings from global 
budgeting and preventable hospital and emergency room usc. 

Single-Payer Plan 2: Copayment Plan (2A-2C). Given that Plan 2 involves several 
conventional forms of cost sharing for some share of the population (defined by family 
income relative to the poverty level), projected health care spending under the plan is lower 
than for Plan 1. When cost sharing is required of all families with income above 200 percent 
of the federal poverty level, projected total spending is $8.7 billion in 2004, 4 percent higher 
than base-case spending but 8 percent lower than plan 1. By 2008, spending under Plan 2 is 
projected to be 2 percent less than the base case assuming the rate of cost growth is 
constrained at 5 percent below the base case trends. In 2004, an additional $294 million in 
health plan spending occurs when the cost-sharing threshold is relaxed to 300 percent FPL 
and another $189 million when the threshold is relaxed to 400 percent FPL. 

Chapter W : Model Re.rult.r 
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Table IV.5.  Projected Health Care Spending by Source Under Base Case and Single-Payer 
Assumptions 
 

  2004 Spending (in millions) 2008 Spending (in millions) 

Benefit Plan 
Health 
Plan 

Out-of-
Pocket Total  

Health 
Plan 

Out-of-
Pocket Total 

Base Case $7,183.0 $1,176.0 $8,359.0  $9,449.0 $1,534.0 $10,983.0 

Single-Payer Plan 1 $9,500.0 $39.0 $9,540.0  $11,710.0 $49.0 $11,760.0 

Single-Payer Plan 2A $8,470.0 $233.0 $8,703.0  $10,432.0 $291.0 $10,723.0 

Single-Payer Plan 2B $8,821.0 $175.0 $8,997.0  $10,874.0 $216.0 $11,091.0 

Single-Payer Plan 2C $9,057.0 $129.0 $9,186.0  $11,162.0 $160.0 $11,323.0 

Single-Payer Plan 3A $7,826.0 $373.0 $8,199.0  $9,640.0 $464.0 $10,104.0 

Single-Payer Plan 3B $8,379.0 $276.0 $8,655.0  $10,331.0 $341.0 $10,672.0 

Single-Payer Plan 3C $8,764.0 $197.0 $8,961.0  $10,803.0 $244.0 $11,047.0 

Source:  Mathematica Policy Research, Inc. 

 
�



&$� 

��������	
����������������

� �!��(��%��� ����� .,� �# �'"���$�� ����� &.�(.�)�� ;������� =��� !� ��
����� �����	�
�
������	��� 	�7��	������ ���� =��� #�� ��� ���	����� ���� �
����� ������� ��	�� �������
�	
�����
��
���������������������+��������-����
������	���������
�������
	���
���#$$�
��	���� 5=>�� �	
������� ������� ��	�� ������� �
����� 9'�#� �����
� �� #$$&�� ���	
+�������� #�
��	���� ����� ���� �������������� ��������	
�����
����%&���	���� ����� ���� ������� �
	�
���� %�� � ;�� #$$'�� ������� ���	� =��� !� 	������� 9%$�%� �����
�� 	��	������� �� '� ��	����
	������
� ����������	
����������������� �A���+���=���!0���
������	�����	���
����
�!$$�
��	���� 5=>� ��� &$$� ��	���� 5=>� ������� ������� ��	������ 
�� 9&2/� �����
� ��� 9!$/�
�����
��	���������������#$$&���

��� ������������/	����	������	������

5
	����������������������������
����	���������
�����
���
��������������	���������
����
���
������ ���������������� ���� ������� ����� ��� �	
������� �
�
���	� �� #$$&� ���#$$'� �� ����
����� ����� ������ ����
��� ����������	� 	��
	���� � 3
����	�� �������� 
�� 
�� ���� ����������	�
����	�
�� ��
����� �	������ �������� ���� 
�� ���� ����� ����� �+������	��� 
� ���	���� ���
����
��	�������
���������������������	��	���������������
�������������������	
�
	��
�
��
������� ��	�� �+������	��� �� �� ����������	� ������� ����� ����� ��� ������� �	
�� ����	������
�
�	�������
����������������������������	
��������
�	�����������0�����������	����������

��� �� ������$��#+��++#��������0� !�����/"�� �!�

������ *.�/� �����	�)��� ���� ������� �������� ��������
���� 	����� �� �� ����������	�
���������(������	�������4�����	�***�����������������������������	�����������
	�������	��
�������4�	����������	�������������������	�����������
	�513;=����43(�=8,���,�����
������� �
	�����4�	�� ��������	���� ���
��
���� �
������ ��� �
��������4�	�� �������
�
���� 	���� ��� �����������	�
����
��	��
���	
������	�� ������ ��
� ���� ����������	� �������
����	
����	���	�������������������	�����������	�����	������
	������������	�����

(�������
�	��
	��������������
	�������������������	
��������
�������2&���	����

�� ���� ������� ��	�� �+������	��� �� ����� ��� #$$&� ��� 22� ��	���� ��� #$$'�� � � ������
�+������	�����������������
	�������	���������4�	������������������	���������������
����
�
��	������������
	������������
����������	�������������	����	�������

*�������������	��������������	
�
	��
�
���
���������
��������������������������

�����
	����	�������������
��	�����
���
����������������	������������������
�����������������
������	��� 513;=�� ��� 43(�=8,� �+������	��� �	�� ���������� ��� ���������� ���������
4
��7�����������	���������������������
�����
	�����	������������������	����	��
������
�
���
������������� ����� ���	���������	� ������
��� ������ �
	� ��	������� ����������
��
���
	�� ����	
��������
�����&'���	����
�������
�����
���
��=���%���#$$&�����2/���	����
��
���� �
��� 
�� =��� !(� ����� ������ ���	
��� ���� �������� � *� #$$'�� ��������� 
�� ���
	�� ���
�	
��������
�����2#���	����
��=���%��
����������������������	�����������
�	������	��
��
����������
�	��������
��	��������������	��������� �������������
��� ����	����������
�
��
���������
�����
	�����5���	���������������
�������������
�����
	������	
��������
�����
��	���/$���	����
�������
�����
���
��=���!(���#$$'��



� � &%�

� � ��������	
����������������

Table IV.6. Summary of Financing Sources for Baseline and Single-Payer Health Plans, 2004 
and 2008 

   

Baseline  
Single-Payer 

Plan 1  
Single-Payer  

Plan 2A  
Single-Payer 

 Plan 2B 

 
2004 2008  2004 2008  2004 2008  2004 2008 

Total health plan cost  
(in millions) 

$8,359.1 $10,983.2  $9,539.8 $11,759.7  $8,703.2 $10,722.8  $8,997.5 $11,090.6 

            

Insurance premiumsa 34.8% 34.0%  0.0% 0.0%  0.0% 0.0%  0.0% 0.0% 

Consumer out of pocketb 14.1% 14.0%  0.4% 0.4%  2.7% 2.7%  1.9% 2.0% 

Maintenance of effortc 

Federal 

53.7% 54.6%  48.0% 51.5%  52.6% 56.4%  50.9% 54.6% 

Medicare 22.5% 23.6%  19.8% 22.0%  21.7% 24.2%  20.9% 23.4% 

MaineCare 

State 

17.9% 17.8%  16.5% 17.6%  18.1% 19.3%  17.5% 18.7% 

MaineCare (baseline 
enrollment) 

8.9% 8.9%  7.8% 8.3%  8.6% 9.1%  8.3% 8.8% 

Obligated general revenues 
for state and local employees 
and state direct spending for 
health care services 

2.6% 2.5%  2.3% 1.9%  2.5% 2.0%  2.4% 2.0% 

Total financing in place -- --  48.4% 51.9%  55.3% 59.2%  52.8% 56.5% 

Net health plan cost (in millions) -- --  $4,923.8 $5,658.0  $3,894.0 $4,379.6  $4,246.7 $4,821.8 

Percent of total -- --  51.6% 48.1%  44.7% 40.8%  47.2% 43.5% 
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Table IV.6 (continued) 

   
Single-Payer 

Plan 2C  
Single-Payer 

Plan 3A  
Single-Payer  

Plan 3B  
Single-Payer 

 Plan 3C 

 
2004 2008  2004 2008  2004 2008  2004 2008 

Total health plan cost  
(in millions) 

$9,186.4 $11,322.6  $8,198.7 $10,104.0  $8,654.7 $10,671.9  $8,961.1 $11,046.6 

            

Insurance premiumsa 0.0% 0.0%  0.0% 0.0%  0.0% 0.0%  0.0% 0.0% 

Consumer out of pocketb 1.4% 1.4%  4.5% 4.6%  3.2% 3.2%  2.2% 2.2% 

Maintenance of effortc 

Federal 

49.8% 53.5%  55.8% 59.9%  52.9% 56.7%  51.1% 54.8% 

Medicare 20.5% 22.9%  23.0% 25.6%  21.8% 24.3%  21.0% 23.4% 

MaineCare 

State 

17.2% 18.3%  19.2% 20.5%  18.2% 19.4%  17.6% 18.8% 

MaineCare (baseline 
enrollment) 

8.1% 8.6%  9.1% 9.7%  8.6% 9.1%  8.3% 8.8% 

Obligated general revenues 
for state and local employees 
and state direct spending for 
health care services 

2.4% 1.9%  2.7% 2.2%  2.5% 2.1%  2.4% 2.0% 

Total financing in place 51.2% 54.9%  60.4% 64.5%  56.1% 59.9%  53.3% 57.0% 

Net health plan cost (in millions) $4,480.8 $5,109.8  $3,249.6 $3,588.0  $3,802.6 $4,278.7  $4,187.8 $4,750.6 

Percent of total 48.8% 45.1%  39.6% 35.5%  43.9% 40.1%  46.7% 43.0% 

Source:  Mathematica Policy Research, Inc. 

aEstimates includes health insurance premium payments by non-Federal employers, employees, and 
individuals 

bBase-case estimate includes spending by both insured and uninsured consumers net of 
uncompensated care.  Uncompensated care expenditures are presumed to be financed by insurance 
payments and federal and state direct payments for health care. 

cAll estimates include federal payments for FEHBP, CHAMPUS, and direct federal and state 
spending for health care services, as well as, Medicare and MaineCare spending.  Simulation 
estimates exclude direct state spending for health care services, which are retained as obligated 
general revenues." 
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Table IV.7.  Estimated Tax Rates Required to Financial Alternative Single-Payer in 2004 and 
2008: Illustrative Alternative Financing Scenarios 

   
Single-Payer 

Plan 1  
Single-Payer Plan 

2A  
Single-Payer 

Plan 2B  
Single-Payer 

Plan 2C 
 

2004 2008  2004 2008  2004 2008  2004 2008 

Payroll Tax Financing Only            

Current effective percent of 
payroll 

6.6% 6.8%  6.6% 6.8%  6.6% 6.8%  6.6% 6.8% 

   Additional percent of payroll 10.2% 8.7%  6.7% 5.1%  7.9% 6.4%  8.7% 7.2% 

   Total percent of payroll 16.8% 15.5%  13.3% 11.9%  14.5% 13.2%  13.9% 14.0% 

Diversified Financing            

Current effective percent of 
payroll 

6.6% 6.8%  6.6% 6.8%  6.6% 6.8%  6.6% 6.8% 

Increase in general revenues from:           

     Individual income 130.1% 118.0%  83.1% 67.4%  99.1% 84.6%  110.0% 96.5% 

     Corporate income 130.1% 118.0%  83.1% 67.4%  99.1% 84.6%  110.0% 96.5% 

     Sales and use 130.1% 118.0%  83.1% 67.4%  99.1% 84.6%  110.0% 96.5% 

     Tobacco 150.0% 130.0%  127.8% 106.5%  136.5% 117.6%  138.5% 117.2% 

     Alcohol 150.0% 130.0%  127.8% 106.5%  136.5% 117.6%  138.5% 117.2% 
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Table IV.7. (Continued) 

   

Single-Payer Plan 3A  Single-Payer Plan 3B  Single-Payer Plan 3C 

 

2004 2008  2004 2008  2004 2008 

Payroll Tax Financing Only        

         

Current effective percent of 
payroll 

6.6% 6.8%  6.6% 6.8%  6.6% 6.8% 

   Additional percent of payroll 4.5% 3.1%  6.4% 4.9%  7.7% 6.2% 

   Total percent of payroll 11.1% 9.9%  13.0% 11.7%  14.3% 13.0% 

Diversified Financing         

Current effective percent of 
payroll 

6.6% 6.8%  6.6% 6.8%  6.6% 6.8% 

Increase in general revenues from:        

     Individual income 56.5% 39.3%  80.0% 65.0%  97.5% 83.1% 

     Corporate income 56.5% 39.2%  80.0% 65.0%  97.5% 83.1% 

     Sales and use 56.5% 39.2%  80.0% 65.0%  97.5% 83.1% 

     Tobacco 76.1% 55.2%  111.3% 85.7%  125.0% 101.1% 

     Alcohol 76.1% 55.2%  111.3% 85.7%  125.0% 101.1% 

Source:  Mathematica Policy Research, Inc.�
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Table IV.8.  Change in Projected Total Employment by Source of Change, All Industry Groups, 
2004 and 2008 (Employment in thousands) 

 Single-Payer 
Plan 1 

 Single-Payer 
Plan 2A 

 Single-Payer 
Plan 2B 

 Single-Payer 
Plan 2C 

 
2004 2008  2004 2008  2004 2008  2004 2008 

            

Total change in employment 3.0 -0.2  -2.0 -5.2  -0.2 -3.4  0.9 -2.3 

   Reduced administrative cost -5.7 -6.1  -6.2 -6.5  -6.0 -6.4  -5.9 -6.3 

   Increased health care use 9.2 6.4  4.7 1.9  6.3 3.5  7.3 4.5 

   Constrained cost growth -0.5 -0.5  -0.5 -0.5  -0.5 -0.5  -0.5 -0.5 

            

 
Single-Payer 

Plan 3A 
 Single-Payer 

Plan 3B 
 Single-Payer 

Plan 3C 
  

 

 2004 2008  2004 2008  2004 2008    

            

Total change in employment -5.0 -8.2  -2.3 -5.4  -0.4 -3.6    

   Reduced administrative cost -6.5 -6.8  -6.2 -6.6  -6.0 -6.4    

   Increased health care use 2.0 -0.8  4.4 1.7  6.1 3.3    

   Constrained cost growth -0.5 -0.5  -0.5 -0.5  -0.5 -0.5    

Source:  Mathematica Policy Research, Inc. 
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Table IV.9.  Projected Change in Employment Associated with a Single-Payer System by Selected Industry Groups
(in thousands)

2004 2008 2004 2008 2004 2008 2004 2008 2004 2008 2004 2008 2004 2008

Total employmenta 3.0 -0.2 -2.0 -5.2 -0.2 -3.4 0.9 -2.3 -5.0 -8.2 -2.3 -5.4 -0.4 -3.6

Construction
   New hospitals and institutions 0.1 0.1 0.0 0.0 0.1 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.1 0.0

Manufacturing
  Medical instruments and supplies 0.1 0.1 0.1 0.0 0.1 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.1 0.0
  Pharmaceuticals 0.1 0.1 0.1 0.0 0.1 0.0 0.1 0.0 0.0 0.0 0.1 0.0 0.1 0.0

Finance, insurance, real estate
  Insurance carriers -0.2 -0.3 -0.4 -0.5 -0.3 -0.4 -0.3 -0.4 -0.4 -0.5 -0.4 -0.5 -0.3 -0.4
  Insurance agents, brokers and services -0.2 -0.2 -0.3 -0.3 -0.2 -0.3 -0.2 -0.3 -0.3 -0.4 -0.3 -0.3 -0.2 -0.3

Services
  Hospitals, private 0.1 -0.9 -1.5 -2.5 -0.9 -1.9 -0.5 -1.6 -2.4 -3.5 -1.6 -2.6 -1.0 -2.0
  Offices of health practitioners 0.3 -0.5 -1.0 -1.8 -0.5 -1.3 -0.3 -1.1 -1.7 -2.5 -1.0 -1.8 -0.6 -1.4
  Nursing and personal care facilities 1.0 0.6 0.4 0.0 0.6 0.2 0.8 0.3 0.0 -0.4 0.3 -0.1 0.6 0.2
  Health services, n.e.c. 0.2 -0.1 -0.3 -0.6 -0.1 -0.5 0.0 -0.3 -0.6 -0.9 -0.3 -0.7 -0.2 -0.5

Government
  State and local hospitals 0.1 -0.2 -0.4 -0.7 -0.2 -0.5 -0.1 -0.4 -0.7 -1.0 -0.4 -0.7 -0.3 -0.6

Source:  Mathematica Policy Research, Inc.

aIncludes industries not shown.

Single Payer Plan 3A Single Payer Plan 3B Single Payer Plan 3CSingle Payer Plan 1 Single Payer Plan 2A Single Payer Plan 2B Single Payer Plan 2C
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Table IV.10.  Projected Change in Employment Associated with a Single-Payer by Selected 
Occupational Groups (in thousands) 

 Single-Payer 
Plan 1 

 Single-Payer 
Plan 2A 

 Single-Payer 
Plan 2B 

 Single-Payer 
Plan 2C 

 
2004 2008  2004 2008  2004 2008  2004 2008 

            

Total employment 3.0 -0.2  -2.0 -5.2  -0.2 -3.4  0.9 -2.3 

   Insurance administrationa -5.3 -5.8  -5.6 -6.1  -5.5 -6.0  -5.4 -5.9 

   Health care providers 6.6 4.1  2.6 0.0  4.0 1.5  4.9 2.4 

   Other 1.7 1.6  1.0 0.9  1.2 1.1  1.4 1.3 

            

 
Single-Payer 

Plan 3A 
 Single-Payer 

Plan 3B 
 Single-Payer 

Plan 3C 
  

 

 2004 2008  2004 2008  2004 2008    

            

Total employment -5.0 -8.2  -2.3 -5.4  -0.4 -3.6    

   Insurance administrationa -5.7 -6.2  -5.6 -6.1  -5.5 -6.0    

   Health care providers 0.2 -2.4  2.4 0.2  3.9 1.3    

   Otherb -0.5 -0.4  -0.9 -0.8  1.2 1.1    

Source:  Mathematica Policy Research, Inc. 

aIncludes administrative staff in hospitals and medical provider offices. 
bIncludes industries not shown. 
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Table V.1.  Definition of High and Low Managed Care: Enrollment in HMO/PCCM 
Arrangements 

Managed Care Scenario 

Populations Covered  Low Managed Care High Managed Care 

Persons exempt from 
cost sharing 

 Current MaineCare PCCM  
enrollment (43 percent)  60 percent PCCM enrollment 

Persons subject to  
cost-sharing 

 
No managed care enrollment 

 Current commercial HMO  
enrollment 

Source:  Mathematica Policy Research, Inc.�
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Table V.2.  Definition of Administrative Cost Reduction: Health Plans and Providers 

Location of Administrative 
Cost 

Low Reduction in 
Administrative Cost 

Moderate Reduction in 
Administrative Cost 

High Reduction in 
Administrative Cost 

Change in health plan 
administrative cost -25.0% -50.0% -75.0% 

Change in provider 
administrative cost -7.5% -15.0% -22.5% 

Source:  Mathematica Policy Research, Inc. 
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Table V.3.  Sensitivity of Total Spending to Alternative Administrative Cost and Cost 
Growth Assumptions (Low Managed Care) 

Low Administrative  
Savings 

Moderate Administrative 
Savings 

High Administrative  
Savings 

Year and Plan Type 

Total 
Spending  

(in millions) 
Percent of 
Base Case 

Total 
Spending  

(in millions) 
Percent of 
Base Case 

Total 
Spending  

(in millions) 
Percent of 
Base Case 

2004 Projections 

Plan 1 $9,898.1 118% $9,539.8 114% $9,188.3 110% 

Plan 2A $9,024.6 108% $8,703.2 104% $8,387.8 100% 

Plan 2B $9,331.2 112% $8,997.5 108% $8,670.0 104% 

Plan 2C $9,528.6 114% $9,186.4 110% $8,850.7 106% 

Plan 3A $8,497.1 102% $8,198.7 98% $7,905.9 95% 

Plan 3B $8,972.3 107% $8,654.7 104% $8,343.1 100% 

Plan 3C $9,292.6 111% $8,961.1 107% $8,635.8 103% 

2008 Projections with Low Constraint in Cost Growth 

Plan 1 $12,491.6 114% $12,044.9 110% $11,606.7 106% 

Plan 2A $11,380.8 104% $10,980.6 100% $10,587.9 96% 

Plan 2B $11,774.0 107% $11,358.1 103% $10,950.1 100% 

Plan 2C $12,022.6 109% $11,596.2 106% $11,177.8 102% 

Plan 3A $10,717.0 98% $10,345.6 94% $9,981.0 91% 

Plan 3B $11,324.2 103% $10,928.4 100% $10,539.9 96% 

Plan 3C $11,726.1 107% $11,313.0 103% $10,907.5 99% 

2008 Projections with Moderate Constraint in Cost Growth 

Plan 1 $12,195.0 111% $11,759.7 107% $11,332.8 103% 

Plan 2A $11,112.7 101% $10,722.8 98% $10,340.1 94% 

Plan 2B $11,495.8 105% $11,090.6 101% $10,693.0 97% 

Plan 2C $11,738.1 107% $11,322.6 103% $10,914.9 99% 

Plan 3A $10,465.9 95% $10,104.0 92% $9,748.8 89% 

Plan 3B $11,057.6 101% $10,671.9 97% $10,293.3 94% 

Plan 3C $11,449.2 104% $11,046.6 101% $10,651.5 97% 

2008 Projections with Aggressive Constraint in Cost Growth 

Plan 1 $11,898.4 108% $11,474.6 104% $11,058.9 101% 

Plan 2A $10,844.6 99% $10,464.9 95% $10,092.3 92% 

Plan 2B $11,217.6 102% $10,823.1 99% $10,435.9 95% 

Plan 2C $11,453.5 104% $11,048.9 101% $10,652.0 97% 

Plan 3A $10,214.8 93% $9,862.4 90% $9,516.6 87% 

Plan 3B $10,790.9 98% $10,415.4 95% $10,046.8 91% 

Plan 3C $11,172.2 102% $10,780.2 98% $10,395.6 95% 
Source: Mathematica Policy Research, Inc. 
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Table V.4. Sensitivity of Total Spending to Alternative Administrative Cost and Cost  
Growth Assumptions (High Managed Care) 

 Low Administrative 
Savings 

 Moderate Administrative 
Savings 

 High Administrative 
Savings 

Year and Plan Type 

Total 
Spending  

(in millions) 
Percent of 
Base Case 

Total 
Spending  

(in millions) 
Percent of 
Base Case 

Total 
Spending  

(in millions) 
Percent of 
Base Case 

2004 Projections 
          

Plan 1 $9,650.1 115%  $9,302.0 111%  $8,960.6 107% 

Plan 2A $8,804.0 105%  $8,491.7 102%  $8,185.2 98% 

Plan 2B $9,105.1 109%  $8,780.7 105%  $8,462.4 101% 

Plan 2C $9,295.3 111%  $8,962.8 107%  $8,636.5 103% 

Plan 3A $8,297.5 99%  $8,007.3 96%  $7,722.5 92% 

Plan 3B $8,763.1 105%  $8,454.1 101%  $8,150.9 98% 

Plan 3C $9,070.8 109%  $8,748.4 105%  $8,432.1 101% 

2008 Projections with Low Constraint in Cost Growth       

Plan 1 $12,186.8 111%  $11,752.6 107%  $11,326.6 103% 

Plan 2A $11,109.7 101%  $10,720.6 98%  $10,338.8 94% 

Plan 2B $11,496.2 105%  $11,091.7 101%  $10,694.8 97% 

Plan 2C $11,736.0 107%  $11,321.3 103%  $10,914.4 99% 

Plan 3A $10,471.6 95%  $10,110.2 92%  $9,755.4 89% 

Plan 3B $11,067.1 101%  $10,681.7 97%  $10,303.5 94% 

Plan 3C $11,453.6 104%  $11,051.6 101%  $10,657.0 97% 

2008 Projections with Moderate Constraint in Cost Growth       

Plan 1 $11,898.0 108%  $11,475.0 104%  $11,059.9 101% 

Plan 2A $10,848.5 99%  $10,469.4 95%  $10,097.4 92% 

Plan 2B $11,225.1 102%  $10,831.0 99%  $10,444.2 95% 

Plan 2C $11,458.8 104%  $11,054.8 101%  $10,658.3 97% 

Plan 3A $10,226.8 93%  $9,874.7 90%  $9,529.0 87% 

Plan 3B $10,807.0 98%  $10,431.5 95%  $10,063.0 92% 

Plan 3C $11,183.6 102%  $10,791.9 98%  $10,407.5 95% 

2008 Projections with Aggressive Constraint in Cost Growth       

Plan 1 $11,609.3 106%  $11,197.3 102%  $10,793.2 98% 

Plan 2A $10,587.4 96%  $10,218.2 93%  $9,856.0 90% 

Plan 2B $10,954.1 100%  $10,570.3 96%  $10,193.7 93% 

Plan 2C $11,181.6 102%  $10,788.2 98%  $10,402.1 95% 

Plan 3A $9,982.0 91%  $9,639.1 88%  $9,302.6 85% 

Plan 3B $10,546.9 96%  $10,181.4 93%  $9,822.6 89% 

Plan 3C $10,913.6 99%  $10,532.2 96%  $10,157.9 92% 
Source: Mathematica Policy Research, Inc.  
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Table V.5.  Projected Net Cost of a Single Payer System with Alternative Administrative 
Cost Savings in a Low Managed Care Environment, 2004 (in millions) 

�
Low Administrative 

Savings 
Moderate Administrative 

Savings 
Ratio Difference 

Plan 1 $3,348.9 $2,990.6 112.0% $358.3 

Plan 2A $2,282.1 $1,960.7 116.4% $321.4 

Plan 2B $2,647.1 $2,313.4 114.4% $333.7 

Plan 2C $2,889.8 $2,547.6 113.4% $342.2 

Plan 3A $1,614.6 $1,316.2 122.7% $298.4 

Plan 3B $2,186.9 $1,869.2 117.0% $317.7 

Plan 3C $2,586.0 $2,254.5 114.7% $331.5 

Source:  Mathematica Policy Research, Inc. 
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Table V.6.  Projected Net Cost of a Single Payer System with Alternative Administrative Cost 
Savings and Cost Trends in a Low Managed Care Environment, 2008 (in millions)  

 Low Administrative Savings  Moderate Administrative Savings 

� Low 
constraint 

on cost 
growth 

High 
constraint on 
cost growth Ratio Difference  

Low 
constraint 

on cost 
growth 

High 
constraint on 
cost growth Ratio Difference 

Plan 1 $3,868.4 $3,277.8 118.0% $590.6  $3,421.7 $2,854.1 119.9% $567.6 

Plan 2A $2,509.9 $1,989.0 126.2% $520.9  $2,109.7 $1,609.3 131.1% $500.4 

Plan 2B $2,979.4 $2,434.4 122.4% $545.0  $2,563.5 $2,039.9 125.7% $523.6 

Plan 2C $3,285.5 $2,724.9 120.6% $560.6  $2,859.1 $2,320.3 123.2% $538.8 

Plan 3A $1,668.6 $1,190.9 140.1% $477.7  $1,297.2 $838.5 154.7% $458.7 

Plan 3B $2,402.0 $1,886.6 127.3% $515.4  $2,006.1 $1,511.1 132.8% $495.0 

Plan 3C $2,903.6 $2,362.5 122.9% $541.1  $2,490.4 $1,970.5 126.4% $519.9 

Source:  Mathematica Policy Research, Inc. 
�
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Table V.7.  Projected Net Cost of Selected Single Payer Plan Designs a Percentage of 
Payroll in 2004:  Alternative Administrative Cost Assumptions in a Low Managed Care 
Environment 

�
Low administrative cost 

savings 
Moderate administrative cost 

savings 
High administrative cost 

savings 

�
Additional rate Total rate Additional rate Total rate Additional rate Total rate 

Plan 1 11.4% 18.0% 10.2% 16.8% 9.0% 15.6% 

Plan 3A 5.5% 12.1% 4.5% 11.1% 3.5% 10.1% 

� � � � � � �

Source:  Mathematica Policy Research, Inc. 
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Table V.8.  Projected Net Cost of Selected Single Payer Plan Designs as a Percentage of Payroll 
in 2008:  Alternative Administrative Cost Assumptions in a Low Managed Care Environment 

�
Low Administrative Cost 

Savings 
Moderate Administrative Cost 

Savings 
High Administrative Cost 

Savings 

�
Additional rate Total rate Additional rate Total rate Additional rate Total rate 

Low Constraint on Cost Growth�

Plan 1 10.7% 17.5% 9.4% 16.2% 8.2% 15.0% 

Plan 3A� 4.6% 11.4% 4.0% 10.4% 2.6% 9.4% 

Moderate Constraint on Cost Growth�

Plan 1 9.9% 16.7% 8.7% 15.5% 7.5% 14.3% 

Plan 3A 4.0% 10.8% 3.6% 9.7% 2.0% 8.8% 

Aggressive Constraint on Cost Growth�

Plan 1 9.1% 15.9% 7.9% 14.7% 6.7% 13.5% 

Plan 3A 3.3% 10.1% 2.3% 9.1% 1.4% 8.2% 

Source:  Mathematica Policy Research, Inc. 
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Proposed Draft Legislation Recommended by 
Health Care System and Health Security Board 

An Act to Extend the Authority of the Health Care System and Health Security Board 

Emergency preamble. Whereas, Acts of the Legislature do not become effective until 90 days 
after adjournment unless enacted as emergencies; and 

Whereas, it is essential for the effective operation of the Health Security Board that certain 
changes be made immediately in the terms of the initial appointees and that the Board be authorized to 
continue its work; and 

Whereas, in the judgment of the Legislature, these facts create an emergency within the meaning 
of the Constitution of Maine and require the following legislation as immediately necessary for the 
preservation of the public peace, health and safety; now, therefore, 

Be it enacted by the People of the State of Maine as follows: 

Sec.1. 
amended to read: 

Public Law 2001, chapter 439, Sec. ZZZ-1, subsection 1, ~~ D and E 

D. Two members of the House ofRepresentativ:es appointed by the Speaker of the House of 
Representatives who are serving in the House of Representatives at the time of their appointment 
with preference to members of the joint standing committee of the Legislature having jurisdiction 
over health and human services matters, the joint standing committee of the Legislature having 
jurisdiction over appropriations and financial affairs and the joint standing committee of the 
Legislature having jurisdiction over banking and insurance matters; 

E. Two members of the Senate appointed by the President of the Senate who are serving in the 
Senate at the time of their appointment with preference to members of the joint standing 
committee of the Legislature having jurisdiction over health and human services matters, the joint 
standing committee of the Legislature having jurisdiction over appropriations and financial affairs 
and the joint standing committee of the Legislature having jurisdiction over banking and 
insurance matters; 

Sec. 2. Public Law 2001, chapter 439, Sec. ZZZ-1, subsection 2 is amended to read: 

2. Chairs. The first-named Senate member is the Senate chair and the first-named House member 
is the House chair of the board. The Senate and House chair may continue to serve until a successor is 
appointed. 

Sec. 3. Public Law 2001, chapter 439, Sec. ZZZ-1, subsection 3 is amended to read: 

3. Appointments; convening board. All appointments must be made no later than 30 days 
following the effective date of this Part. Appointed members may continue to serve until their successor 
is appointed. The chairs shall call and convene the first meeting of the board within 30 days of completion 
of all appointments. 
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Sec. 4. Public Law 2001, chapter 439, Sec. ZZZ-1, subsection 8 is amended to read: 

8. Compensation. Those members of the board who are Legislators or were Legislators at the 
time of their appointment are entitled to receive the legislative per diem as defined in the Maine Revised 
Statutes, Title 3, section 2 and reimbursement for travel and other necessary expenses related to their 
attendance at meetings of the board. If funds are available, public members of the board who are not 
otherwise compensated by their employers or other entities whom they represent may apply for 
reimbursement of travel and other necessary expenses related to their attendance at meetings of the board 
held after January 15, 2003. 

Sec. 5. Public Law 2001, chapter 439, Sec. ZZZ-1, subsection 9 is amended to read: 

9. Report. Based on its review, the board shall develop recommendations regarding the 
implementation of a single-payor plan to provide health care coverage to all citizens of this State and shall 
submit its final report, together with any necessary implementing legislation, to the Second Regular 
Session of the 121 st Legislature by January 1, 2004. The board shall submit an interim report, together 
with any necessary implementing legislation, to the First Regular Session of the 121 st Legislature by 
January 15, 2003. Second RegulaT Session of the 120th Legislature by March 1, 2002. If the boaTd 
requires an extension of time to make its report, it may apply to the Legislath<e Council, which may grant 
the e7ttension. Upon submission of the final report, the board may not take further action unless further 
action is authorized by law. 

Sec. 6. Retroactivity. This Act is retroactive to September 21, 2001. 

. Emergency clause. In view of the emergency cited in the preamble, the Act takes effect when 
approved. 

Summary 

This bill extends the authority for the Health Care System and Health Security Board to continue 
its work and submit a final report by January 1, 2004. The bill requires that the Board submit an interim 
report by January 15, 2003. The bill also allows members appointed when they were Legislators to 
continue to serve until a successor is appointed. 

The bill is retroactive to the date when the legislation creating the Health Security Board was first 
enacted. 
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