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(De)constructing ‘Basic’ Benefits: Citizens
Define The Limits Of Coverage

The views of 798 community members provide a starting point for
discussions about compromises and trade-offs.

by Marjorie Ginsburg, Susan Dorr Goold, and Marion Danis

ABSTRACT: Many initiatives for covering the uninsured call for “basic” health care cover-
age, yet few define that term. The Just Coverage project used a computer-based simulation
exercise to learn how nearly 800 community members in northern California identified the
inclusions and exclusions that would constitute basic coverage. Working with a limited bud-
get, participants distinguished essential from nonessential health care needs, resisted
high patient cost sharing, and tolerated tight restrictions on provider choice. They also sup-
ported practice guidelines and standards of effectiveness, and they excluded high-cost,
low-value interventions. These results reinforce the importance of community input to
policymakers. [Health Affairs 25, no. 6 (2006): 1648-1655; 10.1377/hlthaff.25.6.1648]

Everyone needs some kind of coverage. You know,
something to just get by until they hit the lottery.
—Uninsured project participant, Sacramento

ESPITE HEIGHTENED, broad-based
Dinterest, achieving universal health

care coverage faces the formidable ob-
stacle of rising health care costs. Communi-
ties’ attempts to reduce the number of unin-
sured residents—use of safety-net clinics,
lean benefits, donated services—can be use-
ful as stop-gap measures, but few are likely to
survive as long-term strategies.! Covering the
uninsured might not be a realistic pursuit
without commitment to affordability.

The new universal coverage law in Massa-
chusetts appears to be tackling this indirectly:
The coverage that individuals are required to
purchase must be “affordable,” which legisla-

tors indicate should be about two-thirds the
amount of the average employer-based pre-
mium.? It is not yet known, however, how
health plans are going to design such a low-
cost product. Research shows that for many
with lower incomes or chronic illnesses, or
both, higher deductibles, premiums, and
copayments might be counterproductive,
making this approach inadvisable for basic
coverage.> Another alternative is limiting the
comprehensive coverage model, the founda-
tion of most employer-based insurance. Yet
identifying excess benefits is not obvious. If
there is a Holy Grail of “basic coverage,” few
have attempted to define it in any detail *
Sacramento Healthcare Decisions (SHD)
designed the Just Coverage project to solicit
public input on establishing the elements of
basic coverage. The project asked participants,
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If everyone were to have health care coverage,
what is the minimum they would need?

Study Methods

To explore the dimensions of basic cover-
age, SHD used a computer-based simulation
program called CHAT (Choosing Healthplans
All Together) to identify individual and group
priorities for coverage within a fixed budget.’
CHAT had been used previously to explore
coverage trade-offs with a variety of audi
ences.® However, the Just Coverage version
was unique in that it structured trade-offs
around health care needs (such as chronic ill-
ness and episodic care) rather than health care
services (such as hospital care or pharmacy). A
needs-based approach encouraged partici-
pants to assess the basic rationale for insur-
ance coverage beyond simply paying the bills,
inducing them to think in terms of “how im-
portant is this need relative to other needs?”

CHAT offered fourteen categories for con-
sideration, each offering one, two, or three
tiers. Higher tiers were more expensive but
brought augmented benefits or fewer restric-
tions. Eleven categories dealt with health care
needs, and three related to system features: re-
strictiveness of provider networks, the indi-
vidual's monthly premium share, and copay-
ments. All categories and tiers were displayed
on a computer-based pie chart on which par-
ticipants specified their choices.”

B Key questions. Participants had many
options for creating this basic plan: increase
cost sharing, restrict provider network, elimi-
nate entire categories of health care needs, in-
clude stricter coverage criteria within various
categories, or exclude coverage of subsets of
needs within categories. Key questions in-
cluded the following: (1) Do participants dis-
tinguish between essential and nonessential
health care needs, and, if so, what character-
izes those distinctions? (2) How do they bal-
ance system features (provider network and
cost sharing) with other restrictions on cover-
age? (3) Are there values about coverage that
dominate the views of most participants?

B CHAT process. SHD assigned each of
fourteen categories and their respective tiers

an actuarially defined number of markers to
indicate their cost. Selecting all categories at
their highest tiers required seventy-six mark-
ers; however, participants had only fifty mark-
ers to allocate, an amount representing
roughly two-thirds of the average premium
paid by employers in California in 2005.% Us-
ing the Health Cost Guidelines, actuaries from
Milliman Inc., a national health care consult-
ing firm, helped determine the approximate
cost requirements (that is, the number of
markers needed) for each category/tier.®

Participants were instructed to develop a
coverage plan that represented the “floor be-
low which no one should fall.” They were also
told that those most likely to use basic cover-
age would be the 18-20 percent uninsured in
California, typically lower-income, working-
class individuals and families. This would not
apply to those with Medicare, Medicaid, or
other public coverage.® Although basic cover-
age would be available to everyone, richer
plans were possible if individuals or their em-
ployers were willing to pay more.

Each CHAT group of ten to twelve people
met for a two-and-a-half-hour session. This
session involved four rounds: (1) On individual
laptops, participants created their own version
of a basic plan; (2) groups of three worked to
gain skill in creating a consensus plan; (3) the
whole group worked with the facilitator to
create one uniform plan; and (4) individuals
created their own plan again. After the first
two rounds, a health event “lottery” exposed
participants to scenarios that illustrated how
the plans they had created would affect those
with basic coverage. Throughout the process,
participants were asked to make decisions as
citizens influencing health policy, not as pa-
tients deciding coverage for themselves.

B Participants. The project involved a
nonrandom sampling of volunteers from com-
munity organizations, workplaces, college
classes, and religious congregations in eight
northern California counties. To encourage
broader representation, some people (for ex-
ample, lower-income, less-educated, or unin-
sured) received stipends. Following institu-
tional review board (IRB) approval, 71 sessions
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were held with 798 participants from June
2005 to April 2006; 52 percent of participants
were in Sacramento County. Compared with
the general population, participants were
overrepresented by women, Caucasians, and
people with health insurance, higher education,
and higher incomes (Exhibit 1). These dispari-
ties are common when using volunteers in a
lengthy deliberative process. Thus, the results
are not intended to be representative of the
population as a whole and cannot be general-
ized to other groups. Nevertheless, where there
were meaningful differences in responses based
on demographics, they are noted in the text.
SHD collected all computer data anony-
mously, including pre- and post-CHAT survey
questions. Group discussions in round 3 were
tape-recorded, transcribed, and analyzed to
identify the themes and values that underlie
individual and group decisions, a process that
was critical to understanding the rationale for
trade-offs. Although round 3 results show the
decisions of entire groups (voting was often
required when consensus was elusive), the

round 4 results reflect individuals’ final deci-
sions. Both sets of responses are instructive.

Data were analyzed to identify group and
individual benefit selections. Bivariate analy-
ses examined the association between cover-
age choices and participants’ characteristics,
particularly sex, race/ethnicity, income, educa-
tion, and insurance status.!

Study Results

We present here selected findings that are
relevant to current health policy; comprehen-
sive results are available elsewhere.?

M Finding 1: Not all needs are consid-
ered equal. Participants put the highest pri-
ority on coverage for responding to life-threat-
ening situations; preventing or delaying
illness, disease, or disability; and enabling or
restoring vital capabilities (Exhibit 2). Of the
eleven categories available, only one, quality of
life (QOL), was excluded from coverage.

Defined as “problems in function, appear-
ance, or comfort that are not seriously dis-
abling but impact personal quality of life,”
QOL is a catch-all for medical situations that

EXHIBIT 1
Demographic Characteristics Of All Participants, Just Coverage Project, June 2005-
April 2006
Characteristic Percent Characteristic Percent
Age (n=797) Education
18-29 27 Grade 8 or less 0
30-39 19 Some high school, did not graduate 1
40-49 20 High school graduate or equiv. 6
50-59 22 Some college 14
60 and up 12 Two-year college graduate 6
Sex Four-year college graduate 42
Male 35 Postgraduate degree 31
Female 65 No response 0
Ethnicity? Income
Asian 11 <$20,000 16
Black or African American 10 $20,000-$34,999 13
Hispanic or Latino 10 $35,000-$59,999 17
Native American 2 $60,000-$90,000 17
White 69 >$90,000 36
Other 5 No response 1
Have health insurance (n = 795)
Yes 93
No 6

SOURCE: Authors’ tabulations of Just Coverage project data, Sacramento Healthcare Decisions.
NOTES: N = 798 unless noted otherwise. Figures might not equal 100 percent because of rounding.
2Does not total 100 percent; respondents could select more than one category.
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EXHIBIT 2

Priorities Of Basic Health Care Needs, As Determined By Just Coverage Project
Participants, June 2005-April 2006

Category

Coverage level chosen/not chosen

Catastrophic

Treatment of unexpected, severe illness or injury, such as sudden liver failure from food
poisoning or massive injuries from an accident (5 markers)

Not covered: Treatments that are not likely to help but are the “only hope left” if all else fails
(1 marker)

Complex chronic

Treatment of serious long-term conditions—diabetes, heart failure, arthritis, etc.—if they have
worsened over time; doctors follow established guidelines and use the least costly
treatments; more costly treatments may be provided if proven necessary (12 markers)

Not covered: Extraordinary interventions (such as heart transplants) that might extend lives
for those at the end stage of their disease (1 marker)

Dental/vision

Dental: yearly dental cleanings and x-rays, plus 80% of basic services; maximum coverage,
$1,000 per person per year (3 markers)
Vision: Yearly refractions as needed and $75 toward eyeglasses every two years (1 marker)

End-of-life Home or facility-based hospice and comfort measures for terminally ill patients (1 marker)
Not covered: Costly, intensive measures that may delay death a few days, weeks, or months,
such as CPR, breathing machines, or placement in ICU (1 marker)
Episodic Treatment for common short-term problems; emergencies are dealt with quickly, but

patients may wait several weeks or longer for routine visits, tests, or surgery (6 markers)
Not covered: Patients wait several weeks or less for routine care (2 markers)

Maintenance

Treatment of chronic conditions (asthma, high blood pressure, diabetes, etc.) when newly
diagnosed or uncomplicated; doctors must follow established clinical guidelines, using
effective, least costly tests, treatments, and drugs; more expensive ones are covered if
others do not work (8 markers)

Not covered: Interventions ordered by doctors that do not adhere to established clinical
guidelines (1 marker)

Maternity

All pre- and postnatal care that meets national standards, including preventing, detecting, or
treating complications of childbirth (3 markers)

Not covered: Less essential services such as multiple sonograms of a normal baby, newborn
circumcision, and two-day hospital stay after normal delivery (1 marker)

Mental and behavioral
health

Treatment of mental iliness, including inpatient care for severe conditions; outpatient
treatment for smoking, substance abuse, and obesity (2 markers)
Not covered: Inpatient substance abuse treatment and bariatric surgery (1 marker)

Prevention

Wellness exams, immunizations, and screening tests that meet national standards of
effectiveness (1 marker)

Not covered: Screening tests where chances are small that the screening will be useful
(such as mammograms under age 40 for low-risk women) and for uncommon conditions,
such as testing all newborns for very rare diseases (1 marker)

Quality of life (not
selected)

Not covered: Problems in functioning, appearance, or comfort that are not seriously
disabling but affect personal quality of life (for example, infertility, impotence, injuries that
only affect athletic performance, growth hormones for children of below-average height,
and nail fungus) (1 marker)

Restorative

Rehab therapy after a disabling iliness or accident, to improve essential functioning, such as
walking, speaking, personal care, and critical work-related tasks (1 marker)

Not covered: In-home equipment needed for daily activities (such as crutches or
wheelchairs) (1 marker)

SOURCE: Authors’ tabulations of Just Coverage project data, Sacramento Healthcare Decisions.

NOTES: Abbreviated descriptions of the eleven Just Coverage “health care needs” categories (in alphabetical order) and their
coverage inclusions, as chosen by the majority of the participants during the final round of Choosing Healthplans All Together
(CHAT). N = 779; although 798 participants started the CHAT process, 19 participants did not finish to round 4 or post-survey.
In parentheses is the number of markers required for the coverage indicated. CPR is cardiopulmonary resuscitation. ICU is

intensive care unit.
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are meaningful for individuals but have little
impact on the most essential activities of daily
living. Typical participant comments were as
follows: “It’s nice to have, but it doesn’t affect
your ability to go to work,” “It’s not going to
shorten your lifespan,” and “Why is it that all
of us should pay for your ability to run a mara-
thon if in fact the rest of your mobhility func-
tions in life are normal?”

The QOL category was included by only 15
percent of the groups during the round 3 dis-
cussion. When participants made individual
decisions in round 4, however, the QOL inclu-
sion increased to 40 percent. Said one QOL ad-
vocate, “How many people can afford an infer-
tility work-up? We owe them a chance.”
Support of the QOL category was particularly
prevalent among lower-income participants,
of whom 60 percent selected the QOL cate-
gory in the final round (odds ratio = 2.31, 95
percent confidence interval = 1.21, 4.40); Afri-
can American and Hispanic participants’
choices were similar—58.7 percent and 59.2
percent, respectively.”® Participants with a high
school education or less were three times more
likely than those with higher education to se-
lect QOL (OR = 3.14, 95% CI = 130, 7.58).
There was no statistically significant differ-
ence in selection among any of the other demo-
graphic subgroups, including the uninsured.

If exclusion of the QOL category is vali-
dated with participation of more diverse
groups, this might suggest a tighter standard
for distinguishing between medically essential
and medically desirable treatment. But if addi-
tional inquiry reinforces a striking difference
in how certain demographic groups perceive
the relative importance of this category, it
raises an essential question about the use of
communal resources: Whose opinion counts?

M Finding 2: Tighter coverage criteria
are acceptable. Participants could also re-
duce rigid coverage criteria by choosing higher
(and more costly) tiers in the categories of pre-
vention, maintenance, catastrophic, maternity,
and end-of-life care. Most groups and individ-
uals did not do so, as reflected in the “not cov-
ered” descriptions in Exhibit 2. These exclu-
sions include coverage when treatment will

not bring meaningful benefit; when estab-
lished guidelines are not followed; and when
expensive interventions are used instead of
equivalent, less costly ones.

One example was catastrophic care, where
only 4 percent of the groups in round 3 in-
cluded tier 2, which covered “treatments that
are not likely to help but are the ‘only hope
lefe.> When individuals decided for them-
selves in round 4, the inclusion of tier 2 in-
creased to 16 percent, and among those with a
high school education or less, it increased to 35
percent (OR = 3.12; 95% CI = 1.25, 7.75). Vari-
ance among other subgroups showed that
those with lower incomes and who were unin-
sured also had a stronger preference to include
tier 2 (26 percent and 27 percent, respec-
tively). However, these findings were not sta-
tistically significant because of the small sam-
ple size.

Some health plans and medical groups as-
pire to the high standards of effectiveness as
described in several of these categories. How-
ever, physicians and patients have consider-
able leeway in deciding for themselves when
an intervention is medically necessary and
what treatment is preferable. Implementing
these results in a basic coverage plan would re-
quire a reduction in physicians’ and patients’
autonomy in determining the interventions
that are paid for by insurance.

M Finding 3: A restrictive provider net-
work is tolerable. Participants had to weigh
three features of the delivery system (Exhibit
3). Among all CHAT categories, the “provid-
ers” category generated the most discussion.

SHD based its description of tier 1 provid-
ers on a restricted model of health care deliv-
ery in which there is no excess physician ca-
pacity, referrals to specialists are tightly
controlled, and there is extensive use of cost-
efficient alternative providers (such as nurse
practitioners). Research by Milliman indicates
that such an approach greatly reduces costs
compared with delivery systems that lack
these measures.™ This assessment is reinforced
by studies indicating that high use of special-
ists increases health care spending without
improving the quality of care.”
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EXHIBIT 3
Features Of The Delivery System For Basic Coverage, As Chosen By Just Coverage
Project Participants, June 2005-April 2006

Category Coverage level chosen/not chosen

Copayments Individuals pay $15 for a doctor/therapist visit; $10 for generic and $25 for brand-name drugs;
$100 for an ER visit; $500 for hospital admission; copayments are not required for routine
screening exams/tests and wellness classes (3 markers)

Not chosen: Copayments of $30 per visit; drug costs at $15/$30; $150 for ER; $1,000 hospital
admission (less 2 markers); or copayments of $5; drugs at $5/$10; $25 for ER visit and $100 for

hospital admission (3 additional markers)

Premiums Each person pays $40 per month, maximum of $200 for family coverage, toward the cost of the

premium (4 markers)

Not chosen: Premiums as high as $60 for individuals/$300 for families (less 3 markers); or
premiums as low as $20 for individuals/$100 for families (3 additional markers)

Providers

Services are provided by a specified group of primary care doctors who deliver most of the care;

referrals to specialists are given sparingly; choice of doctors and hospitals is limited (1 marker)
Not chosen: Much less restrictive HMO and PPO models (4 markers for each additional level)

SOURCE: Authors’ tabulations of Just Coverage project data, Sacramento Healthcare Decisions.

NOTES: Abbreviated descriptions of these three features, as chosen by the majority of the participants during the final round of
Choosing Healthplans All Together (CHAT). N = 779; Although 798 participants started the CHAT process, 19 participants did
not finish to round 4 or post-survey. In parentheses is the number of markers required for the coverage indicated. ER is
emergency room. HMO is health maintenance organization. PPO is preferred provider organization.

The tier 1 providers description was inten-
tionally stark to expose participants to the
high cost of open-ended, loosely managed pro-
vider networks. Although few participants
had experienced the specter of such limits,
many viewed it with alarm. With reluctance,
63 percent of the groups choose this tier, al-
lowing them to keep cost sharing reasonable
or to increase coverage of other categories.

During discussion, participants said that
tier 1 was tolerable if the quality of providers’
care was acceptable, if one could change doc-
tors when needed (albeit with limited selec-
tion), and if specialty care wasn't completely
inaccessible. Among the comments were the
following: “To some degree if youre on this
type of program you have to accept that youre
going to make those kinds of concessions.” “I
think it's kind of odd that people are willing to
spend the extra markers to have a choice of
doctor but they won't let you have your knee
replaced in Complex Chronic. I can see a prob-
lem with that balance.”

When individuals created their final plan
in round 4, 54 percent still chose tier 1 for pro-
vider network. Three demographic subgroups
(lower income, lower education, and African

American) were in the 45-47 percent range for
choosing tier 1, but the differences did not
show statistical significance. All other sub-
groups were in the same range, around 54 per-
cent, as the total results for round 4.

There was relatively little debate about the
“copayments” and “premiums” categories. Par-
ticipants thought that those needing basic
coverage are more likely than not to have
lower-than-average incomes. To keep coverage
affordable and services accessible, most
groups choose the mid-range for copayments
and premiums. Although debate was minimal,
efforts during round 3 to increase patient cost
sharing (to use the markers for providers or
other categories) were met with resistance:
Most participants regarded these two catego-
ries as nonnegotiable. Round 4 results showed
little variation among individuals.

Implications For Designing Basic
Health Care

B Dealing with different values. Despite
the limits, participants reacted favorably to the
basic plans they had designed. In response to
post-CHAT survey questions exploring par-
ticipants’ attitudes, 82 percent thought that
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the plan they had developed adequately repre-
sented basic coverage, and 85 percent thought
that they would definitely or probably find
this coverage acceptable if they needed it
themselves. When these two questions were
analyzed by demographic groups, there were
no meaningful differences in response rates by
income, education, ethnicity, sex, or age.

Yet some of the differences previously noted
between round 3 and round 4 results raise the
issue of how coverage decisions are made. One
could argue that round 3, when participants
must work through their differences in how to
allocate markers to various categories and
tiers, is the only legitimate way to make deci-
sions involving communal funds. Others might
insist that it is only the individual perspective at
the conclusion that really matters, when people
are free to express their own preferences unhin-
dered by group pressure.

Differences in the views of demographic
groups also raise the question of whose opin-
ion has more validity: the group made up of
higher-income citizens whose taxes will likely
support basic coverage, or the people most
likely to use the coverage? Although the QOL
category was the only one with markedly var-
ied results, it illustrates differences in values
and priorities that cannot be ignored.

H Creating a specific plan. A greater
challenge is creating a specific benefit plan
based on the Just Coverage priorities. Partici-
pants rejected a model that would have been
relatively simple to implement: increasing pa-
tient cost sharing and eliminating coverage of
several easily segmented categories such as
maternity or mental health care ! Instead, they
clearly preferred the most comprehensive cov-
erage possible with reasonable cost sharing.
These values drove much of the group discus-
sions. The resulting plan imposes high stan-
dards on physicians’ accountability for effi-
cient and effective care and on patients’
acceptance of reduced treatment options and
provider choice. Although implementing these
conditions would face barriers, the rising cost
of health care might require a radical reconsid-
eration of the principles of coverage.

B Limitations. Because the project fo-

cused on health care needs, not services, actu-
arial estimates of the costs were less precise
than in a service-oriented range of options.
Since participants were heavily influenced by
the number of markers required for each cate-
gory or tier, even small errors in cost assign-
ment might have influenced their choices. Also,
although most responded that the plan they
had developed was acceptable as “basic,” we do
not know, without further testing, how accept-
able more or less restrictive plans would be.

Particularly limiting was the small number
of participants who would be likely recipients
of hasic coverage. Had there been more partici-
pation by the uninsured, those with less educa-
tion, and Hispanics (who constitute a dispro-
portionate percentage of California’s uninsured
population), SHD could have reported more de-
finitively the preferences and values of those
most likely to be using basic coverage.

Just Coverage dealt with certain trade-offs
but not with all possible ways to reduce health
care costs. Other cost drivers (such as the mar-
ket-driven prices of drugs and devices, admin-
istrative costs, profit margins, and unneces-
sary duplication of services) represent
formidable obstacles to an efficient system. If
strategies to address these cost drivers were
implemented and effective, there is no doubt
that consumers would prefer them to any ac-
tions restricting coverage.

ECIDING WHAT NOT TO COVER is

vexing for policymakers trying to

craft a less costly but socially respon-
sible benefit package. Yet they rarely ask the
public to assist with this task in a substantive
way. Just Coverage was one process for elicit-
ing public input with a focus on explicit, tan-
gible trade-offs. The recent passage of Massa-
chusetts’ universal health care plan—as well
as programs being implemented in other
states and communities—gives particular rel-
evance to this process of citizen engagement.
Although the views of these 798 community
members are by no means conclusive, they
provide a starting point for discussions about
compromises and trade-offs. These conversa-
tions are long overdue.
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