
MINUTES Or BUDGET ANT) CONTROL BOARD MEETING

MARCH 7 3972

- o -

The Budget and C o n tro l  Board m et I n  th e  C o n fe re n c e  Room o f  th e

G o v e rn o r 's  O f f ic e  a t  3 :3 0  p . m. on T u e sd a y , M arch 7 , 1972. B oard members 

in  a t te n d a n c e  were G overnor Jo h n  C. W est, G rady L . P a t t e r s o n ,  H enry  M i l l s ,  

and R. J .  A ycock. S e n a to r  E dgar A. Brown was a b s e n t  due to  an  i n ju r y  o f

h i s  f o o t .  A lso  a t t e n d in g  w ere M e s s r s . P . C. Sm ith  and W. T . Pu tnam .

The fo llo w in g  b u s in e s s  was t r a n s a c t e d .

MEDICAL UNIVERSITY - CAPITAL IMPROVEMENTS - D r. W illia m  M cCord,

Mr. Jo h n  W ise , and o th e r  members o f  th e  M e d ic a l U n iv e r s i ty  s t a f f  a p p e a re d

b e fo re  th e  B udget and C o n tro l  B oard t o  r e q u e s t  C a p i t a l  Im provem ent Funds

f o r  num erous p r o j e c t s .  T hese p r o j e c t s ,  a lo n g  w ith  th e  p ro p o se d  fu n d in g , 

a p p e a r  in  a s ta te m e n t  w hich h as  been  r e t a i n e d  in  th e s e  f i l e s  and i s  d e s i g ­

n a te d  a s  E x h ib i t  I .

The o r i g i n a l  p la n s  f o r  th e  C l i n i c a l  S c ie n c e  B u i ld in g  c a l l e d  f o r  

c o n s t r u c t i o n  w hich would c o s t  a p p ro x im a te ly  $ 1 8 ,0 0 0 ,0 0 0 ;  b u t ,  b e c a u se  o f  

a p ro b a b le  la c k  o f  F e d e ra l  f u n d s ,  th e  c u r r e n t l y  p ro p o se d  p r o j e c t  h a s  been  

s c a le d  down to  $ 1 0 ,0 0 0 ,0 0 0 . In  a d d i t i o n  to  th e  t o t a l  fu n d in g  r e q u e s t  o f  

$ 1 7 ,2 9 7 ,7 4 2 , D r. McCord has a sk e d  f o r  $ 1 ,1 0 0 ,0 0 0  fo r  th e  p u rc h a s e  o f  a 

sm a ll h o s p i t a l  f a c i l i t y  w hich h a s  become a v a i l a b l e  in  th e  v i c i n i t y  o f  th e  

M ed ica l U n iv e r s i ty .

D r. McCord s t a t e d  t h a t  th e  C l i n i c a l  S c ie n c e  B u i ld in g  w ould f r e e  

a b o u t one hu n d red  beds in  th e  M e d ic a l U n iv e r s i ty  H o s p i ta l  and w ould s t a ­

b i l i z e  t h e i r  b u i ld in g  needs fo r  a p p ro x im a te ly  f iv e  y e a r s .

G overnor John  C. West a sk ed  t h a t  th e  recom m endation  be s u b m it te d

to  th e  H ig h e r E d u c a tio n  C om m ission f o r  i t s  comments and t h a t  f u r t h e r  d e ­

t a i l s  c o n c e rn in g  th e  c o s t ,  r e v e n u e s ,  and F e d e ra l  p a r t i c i p a t i o n  be s u b -
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m it tc d  in  w r i t i n g  to  th e  B udget and C o n tr o l  B o a rd .

V a r io u s  members o f  th e  Board e x p re s s e d  s e r io u s  c o n c e rn  w ith  r e ­

s p e c t  to  r e o p e n in g  th e  C a p i t a l  Im provem ent Bond Program  a s  num erous o th e r  

a g e n c ie s  had  a l r e a d y  s u b m it te d  r e q u e s t s  f o r  su ch  fu n d in g .

The B oard  r e c e iv e d  th e  r e q u e s t  a s  in fo r m a t io n  and d e f e r r e d  a c ­

t i o n  p e n d in g  f u r t h e r  s tu d y .

UNIVERSITY OF SOUTH CAROLINA - PERMANENT IMPROVEMENTS - Mr. 

H aro ld  B ru n to n , V ice P r e s id e n t  fo r  B u s in e s s  A f f a i r s  o f  th e  U n iv e r s i ty  of 

S o u th  C a r o l in a ,  a p p e a re d  b e fo r e  th e  Board to  r e q u e s t  a p p ro v a l o f th e  f o l ­

lo w in g  p e rm a n en t im provem ent p r o j e c t s .

a )  B i o l o g ic a l  and H e a lth  S e r v ic e s  C e n te r  $2 400 000
b) Campus O u td o o r L ig h t in g  250 000
c )  E a s t  Campus Land A c q u i s i t io n  278 000
d ) M arin e  B io lo g y  L a b o ra to ry  100 000

I f  a p p ro v e d , I tem s a ,  b , and c would be f in a n c e d  th ro u g h  th e

is s u a n c e  o f  S t a t e  I n s t i t u t i o n  B onds, w h ile  I te m  d w i l l  be f in a n c e d  by a 

g r a n t  from  th e  S a ra h  M ellon  S c a i f e  F o u n d a tio n .

The U n iv e r s i ty  h as  d e m o n s tra te d  i t s  c a p a c i ty  to  r e t i r e  th e  r e ­

q u e s te d  bonds o v e r  a tw e n ty - y e a r  p e r i o d .  H ow ever, th e  c a p a c i ty  f a l l s  

s l i g h t l y  below  th e  B o a r d 's  r e q u ir e m e n t  o f  110 p e rc e n t  c o v e ra g e  o f th e  

h ig h e s t  a n n u a l  d e b t  s e r v i c e .

The B udget and C o n tro l  Board to o k  n o te  o f  th e  f a c t  th a t  th e  

U n iv e r s i ty  o f  S ou th  C a r o l in a  had a b a la n c e  o f  $ 1 ,8 9 8 ,9 1 0 .3 9  in  i t s  s in k in g  

fund fo r  th e  r e t i r e m e n t  o f  I n s t i t u t i o n  B onds. T h e r e f o r e ,  th e  Board gave 

i t s  a p p ro v a l  f o r  th e  r e q u e s te d  p r o j e c t s  w ith  th e  s t i p u l a t i o n  t h a t  s u f f i ­

c i e n t  fu n d s  be r e t a in e d  in  th e  d e b t  s e r v i c e  a c c o u n t  to  in s u r e  a n n u a l

p a y m e n ts .

PERSONNEL DIVISION - HEALTH INSURANCE - On F e b ru a ry  25 , 1972 

Mr. E a r l  E l l i s ,  D i r e c to r  o f th e  P e r s o n n e l  D iv i s io n ,  m a ile d  a b ro c h u re  co n ­

c e r n in g  th e  v a r io u s  a s p e c t s  o f  H e a lth  In s u ra n c e  to  each  member o f  th e  Bud­

g e t and C o n tro l  B o a rd . At t h i s  m e e tin g  M r. E l l i s  a p p e a re d  w ith  D r. R onald
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C. H orn to  f u r t h e r  d i s c u s s  th e  v a r io u s  h e a l t h  in s u r a n c e  p l a n s .

M r. E l l i s  recom m ended t h a t  a d v is o r y  b id s  be so u g h t f o r  v a r io u s  

h e a l t h  p la n s  in  o r d e r  t h a t  an  a c t u a l  d o l l a r  c o s t  m ig h t be more n e a r ly

a s c e r t a i n e d .

The B oard a u th o r iz e d  M r. E l l i s  t o  p u rsu e  t h i s  m a t te r  a s  he

saw f i t .

A copy o f D r. H o rn ’s comments on h e a l t h  in s u r a n c e  h a s  been  r e ­

t a in e d  and i s  d e s ig n a te d  a s  E x h ib i t  11 .

PERSONNEL DIVISION - COMPREHENSIVE PERSO^EL ACT - M r. E a r l  

E l l i s  r e p o r t e d  t h a t  he had s u b m it te d  s e v e r a l  p ro p o se d  a c t s  p e r t a i n i n g  to  

seg m en ts  o f  S t a t e  p e r s o n n e l  p o l i c y ,  b u t c a l l e d  th e  B o a rd ’s a t t e n t i o n  to  

th e  f a c t  t h a t  th e  G o v e rn o r ’ s M anagement Review  C om m ittee had recommended 

a c o m p re h e n s iv e  p e r s o n n e l  a c t .  M r. E l l i s  a l s o  i n d ic a te d  t h a t  he p e r s o n a l ly  

f a v o re d  a c o m p re h en s iv e  a c t  r a t h e r  th a n  a number o f i n d iv i d u a l  a c t s .

Mr. E l l i s  was r e q u e s te d  to  p r e p a r e  h i s  reco m m en d a tio n s  w hich 

sh o u ld  be s u b m it te d  to  th e  Board a t  a l a t e r  d a te  f o r  i t s  r e a c t i o n .

PERSONNEL DIVISION - SERVICE AWARDS - Mr. E a r l  E l l i s  r e p o r t e d  

t h a t  h i s  o r g a n i z a t i o n  had g iv e n  c o n s id e ra b le , a t t e n t i o n  to  th e  m a t te r  o f  

s e r v i c e  aw ards f o r  S t a t e  em p loyees  and recommended t h a t  a p la n  be e s t a b l i s h e d  

w hereby  such  aw ards w ould be m ade.

He s t a t e d  t h a t  h i s  o r g a n i z a t i o n  had found t h a t  num erous S t a t e  

a g e n c ie s  w ere p r e s e n t l y  r e c o g n iz in g  m e r i to r io u s  s e r v i c e  among em p loyees 

and many had  in d ic a te d  a d e s i r e  to  c o n t in u e  su c h  a r e c o g n i t i o n  a t  th e  agency  

l e v e l .  T h e r e f o r e ,  Mr. E l l i s  recom mended th a t  s e r v i c e  p in s  be aw arded  to  

em p loyees  o f  a g e n c ie s  w ith  no r e c o g n i t i o n  p o l i c y ,  w h i le  c e r t i f i c a t e s  be 

f u r n is h e d  to  em p loyees  o f  a g e n c ie s  w hich  f u rn is h e d  s e r v i c e  p i n s .

The B oard a p p ro v e d  th e s e  re c o m m e n d a tio n s .

The c o rre s p o n d e n c e  f i l e  c o n c e rn in g  s e r v i c e  aw ards h a s  b een  a s ­

sem bled  and i s  d e s ig n a te d  a s  E x h ib i t  111 in  th e s e  r e c o r d s .
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UNIVERSITY OF SOUTH CAROLINA - SHIFT DIFFERENTIAL - M r. E a r l

c

E l l i s  r e p o r te d  t h a t  th e  U n iv e r s i ty  o f  S o u th  C a ro lin a  had r e q u e s te d  p e rm is ­

s io n  to  pay s h i f t  d i f f e r e n t i a l  to  s e v e r a l  d i f f e r e n t  c a t e g o r i e s  o f  em p loyees  

b ased  upon a p re -d e te rm in e d  h o u r ly  s c h e d u le .  He f u r t h e r  i n d ic a te d  t h a t ,  

b e c au se  a p o l ic y  o f  p a y in g  s h i f t  d i f f e r e n t i a l  was now in  e f f e c t  in  many 

S t a te  a g e n c ie s  in  th e  c i t y  o f  C o lum bia , he f e l t  t h a t  he c o u ld  recommend

a p p ro v a l  o f  t h i s  r e q u e s t  e x c e p t  in  th e  a r e a  o f s e c u r i t y  p e r s o n n e l .  He

s t a t e d  t h a t  he had r e s e r v a t io n s  w ith  r e s p e c t  to  th e  s e c u r i t y  p e r s o n n e l

b e c au se  o f th e  im pact upon th e  D epartm en t o f  C o r r e c t io n s  and th e  D ep artm en t

o f  J u v e n i l e  C o r r e c t io n s .

B oard members a g re e d  t h a t  th e  r e s u l t s  o f  t h i s  r e q u e s t  c o u ld  be

v e ry  f a r  r e a c h in g  and d e c id e d  to  d e fe r  a c t i o n  a t  t h i s  t im e .

COUNTY HEALTH UNITS - Mr. E l l i s  a d v is e d  th e  Board t h a t  num erous

prob lem s v e re  d e v e lo p in g  w ith  r e s p e c t  to  th e  pay s c h e d u le s  o f em ployees 

o f  c o u n ty  h e a l t h  u n i t s .  T hese  p rob lem s u s u a l ly  d e v e lo p e d  when c o u n ty  em­

p lo y e e s  were g iv e n  pay in c re m e n ts  w hich w ere n o t a v a i l a b l e  to  th o s e  em ployees 

who were s u b je c t  to  th e  S t a t e  c l a s s i f i c a t i o n  sy s te m .

The Board took  n o te  o f th e  f a c t  t h a t  a s e r io u s  p ro b lem  e x i s t e d ,  

b u t b e cau se  o f  th e  la c k  o f t im e ,  a g re e d  to  d i s c u s s  th e  m a t te r  a t  a s u b s e ­

q u e n t m e e t in g .

MENTAL HEALTH COMMISSION - SALARY INCREASES - A t i t s  m e e tin g  on

F e b ru a ry  2 , 1972, th e  B udget and C o n tro l  B oard r e c e iv e d  a r e q u e s t  from  th e  

M ental H e a lth  Com m ission f o r  s a la r y  i n c r e a s e s  f o r  D r. A le x a n d e r  G. D onald  

and D r. K a rl V. D o s k o c il .  In  bo th  i n s ta n c e s  th e  in c r e a s e  w ould p ro v id e  

f o r  a s a l a r y  o f $35 ,953  com pared w ith  th e  p r e s e n t  s a l a r y  o f  D r. W illia m  

S . H a l l ,  D ep artm en t H ead, o f  $ 3 4 ,4 0 0 .

The Board d e c l in e d  to  ap p ro v e  th e s e  i n c r e a s e s .

BOARD OF HEALTH - SAIARY INCREASES - At i t s  m e e tin g  o f  F e b ru a ry

2 , 1972, th e  B udget and C o n tro l  Board r e c e iv e d  r e q u e s t s  from  th e  B oard o f  

H e a lth  fo r  s a l a r y  i n c r e a s e s  fo r  D r. M alcolm  U. D a n tz le r  and  D r. H i l l a
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S h e r i f f .  In  b o th  i n s t a n c e s ,  th e  p ro p o se d  in c r e a s e s  would p r o v id e  s a l a r i e s  

o f  $ 3 3 ,3 9 0 , com pared w ith  th e  s a l a r y  o f  $31 ,200  o f D r. K enneth  A ycock, De­

p a r tm e n t  H ead.

The B oard d e c l in e d  t o  a p p ro v e  th e s e  i n c r e a s e s .

TITLE I - HIGHER EDUCATION ACT 0? 1963 - ALLOCATION OF FU?H)S -

At i t s  m e e tin g  o f  F e b ru a ry  2 , 1972, th e  Budget and C o n tro l  B oard r e c e iv e d  

a r e q u e s t  f o r  the. a p p ro v a l  o f th e  a l l o c a t i o n  o f  $116 ,655  f o r  p r o j e c t s  a p ­

p roved  by th e  A d v iso ry  C o u n c il  u nder T i t l e  I o f  th e  H igher E d u c a tio n  A ct 

o f  1965. (T hese  p r o j e c t s  a r e  l i s t e d  in  E x h ib i t  I I  o f th e  m in u te s  o f  

F e b ru a ry  2 , 1972)

The B oard a p p ro v e d  th e s e  a l l o c a t i o n s  as s u b m it te d .

CIVIL CONTINGENT FUND - The Board ap p ro v ed  a t r a n s f e r  o f $ 6 ,0 0 0  

from  th e  C iv i l  C o n t in g e n t  Fund to  th e  A e ro n a u tic s  Com m ission fo r  o p e r a t in g

m a in te n a n c e  o f a i r c r a f t .

TAX COMMISSION -  AUTOMOBILES - The B udget and C o n tro l  Board a p ­

p ro v ed  th e  t r a d i n g  o f  two a u to m o b ile s  o f  th e  S o u th  C a ro lin a  Tax Com m ission 

a s  r e q u e s te d  in  a l e t t e r  o f  F e b ru a ry  2 2 , 1972. The Board a l s o  ap p ro v e d  

th e  t r a n s f e r  o f  $ 3 ,5 0 0  from  C l a s s i f i e d  P o s i t i o n s  t o  M otor V e h ic le  Equipm ent 

to  p ro v id e  funds f o r  t h i s  t r a d e .

PARKS RECREATION AND TOURISM - TRANSFER OF FUNDS - The B udget

and C o n tro l  B oard ap p ro v e d  an  in t r a - d e p a r t m e n t a l  t r a n s f e r  o f  funds o f  th e  

D epartm en t o f  P a r k s ,  R e c r e a t io n  and T ourism  in  th e  am ount o f  $ 5 5 ,5 0 0  f o r  

th e  fo l lo w in g  p u rp o s e s :

M apping o f  Camden A rea  $ 10 000
Lace House R e s to r a t io n  25 000
C h a r le s  Towne L an d in g  P rom otion  20 500

T hese t r a n s f e r s  w ere r e q u e s te d  in  a l e t t e r  d a te d  J a n u a ry  31 ,

1972.

PERSONAL TELEPHONE CALLS - Mr. P. C. Sm ith  r e p o r t e d  t o  th e  Bud­

g e t  and C o n tro l  B oard t h a t  some d e p a r tm e n ts  o f  S t a t e  G overnm ent p e rm it cm-
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p lo y c c s  to  make p e r s o n a l  te le p h o n e  c a l l s  from  s t a t e  t e le p h o n e s  and to  pay 

fo r  such  c a l l s  by p e r s o n a l  c h e c k . As t h i s  p r a c t i c e  g r e a t l y  c o n fu s e s  th e

a c c o u n t in g  re c o rd s  o f  th e  d e p a r tm e n t ,  he recommended t h a t  th e  B eard  a d o p t

a  r u l i n g  p r o h ib i t i n g  t h i s  p o l i c y .

The Board a g re e d  t h a t  su ch  c a l l s  sh o u ld  be c h a rg e d  to  th e  em­

p l o y e e ’s p e r s o n a l  t e le p h o n e ,  and a u th o r iz e d  M r. Sm ith  to  n o t i f y  th e  d e p a r t  

mentis t h a t  th e  p r a c t i c e  o f  p e r s o n a l  re im b u rse m e n ts  f o r  te le p h o n e  c a l l s

s h o u ld  be ended .

T here  b e in g  no f u r t h e r  b u s in e s s ,  th e  Board a d jo u rn e d  a t  5 :4 5  p .

/
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CAPITAL IMPROVEMENTS 
FOR

MEDICAL UNIVERSITY OF SOUTH CAROLINA

NAME OF PROTECT

C lin ica l Science Building 

Renovation of Q uadrangle 

B usiness Office Building 
Eye C lin ic

H ospital Renovation 

Land Purchase

Ongoing P rojects (See Attachment)

TOTAL FUNDING REQUIRED

Less Funds Available:

S ta te — 1970 C ap ital Improvement Bond Act 1272 $1 ,681 ,500
F edera l—H ill-B urton 2 ,296 ,232
Proposed Is s u e , S tate  In s titu tio n a l Bonds 3 ,000 ,000
Private C on tribu tions, Eye C lin ic ,

$500,000 on hand , $500,000 to be ra ised  1 ,000 ,000

BALANCE FUNDING REQUIRED FROM STATE

ESTIMATED COST

$1 0 ,000 ,000

750,000

1 ,0 00 ,000

1 ,5 00 ,000

. 3 ,0 00 ,000  

500,000 

547,742

$1 7 ,2 9 7 ,7 4 2

-7 ,9 7 7 ,7 3 2  
$ 9 ,3 2 0 ,0 1 0  »»

**This amount w ill be reduced by $ 3 ,000 ,000  i f  Federal grant for C lin ica l Science 
Building is  aw arded.



MEDICAL UNIVERSITY OF SOUTH CAROLINA

ONGOING PROTECTS

NAME OF PROTECT COST

* Physical M edicine and C ard iac  In tensive  C are Addition 
W arehouse (Total Project Cost)

Third-Floor Renovation, Building "E" (Total Project C ost) 
** S helled-In  S p ace , B asic  Science Building

TOTAL STATE FUNDING REQUIRED

$ 166,800.00  

26 ,700 .00  

187,242.00  

167.000.00

$ 547,742.00

* P hysical M edicine and C ardiac In tensive  C are Addition

Federal Funds— H ill Burton 
S tate  Funds A vailable in Project 
Additional S tate Funds Required 

Total Project Cost

$1 ,15 1 ,80 9 .5 3
681,382.00
166,808.47

$ 2 ,00 0 ,00 0 .0 0

** S helled -In  S pace, B asic Science Building

Federal Funds— H ealth  P ro fessions 
State Matching Funds Required 

o ta l Project C o st

$ 167,000.00
167,000,00

$ 334,000.00
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CAPITAL IMPROVEMENTS

FOR THE

MEDICAL UNIVERSITY OF SOUTH CAROLINA

I. CLINICAL SCIENCE BUILDING $10 ,000 ,060

To provide adequate ly  for the  in c rease  in  the  number of m edical s tu d e n ts , the 

College of M edicine seek s funds to  construct a C lin ica l S cience Building to 

house a ll or part of nine of the  c lin ica l departm ents. This building w ill include 

ou tpatien t c lin ic  fa c i l i t ie s , facu lty  office sp a ce  and am bulatory care fa c i l i t ie s .  

Federal m atching money is  av a ilab le  under the  Public H ealth  Service Act.

I I .  RENOVATION OF THE QUADRANGLE $750,000

In the co llec tion  of build ings known a s  “the quadrangle" there  i s  approxim ately 

140,000 square fee t of sp a c e . W ith se n s itiv e  renovation , th e s e  older 

struc tu res can gain  new life , house v ita l fu n c tio n s, and provide space  a t le s s

co st than new construction . Part of the space  w ill be used by C lin ica l 

Pathology, C lin ica l C hem istry, and C lin ica l M icrobiology of the C ollege of 

M edicine. The Physical Therapy Training Program of th e  C ollege of Allied 

H ealth S c iences w ill u se  the th ird  floor of Building B. Facu lty  o ffice space  

for In ternal M edicine and some ou tpatien t c lin ic  rooms are a requirem ent 

w hile the C lin ical Science Building is  being co n stru c ted .

H I. BUSINESS OFFICE BUILDING $1 ,000 ,000

At the presen t tim e , the Computer C enter i s  loca ted  in  the nursing  students* 

physical educa tion  room. The Personnel Departm ent is  lo ca ted  in  three

separate trailers three blocks from central administration. The Director of
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B usiness O perations and the Accounting Department (including Payroll, 

.tim ekeeping, Accounts Payable, Federal Program Accounting, and C ost 

Accounting) are  located  on the fifth floor of the C ollege of Nursing Building.

It is  highly d esirab le  to  provide a building in  which th e se  v ita l adm in istrative  

se rv ice s  can function e ffic ien tly  and res to re  the sca tte red  space  being used  

by th ese  departm ents to its  orig inal fu n c tio n s .

IV. EYE CLINIC $1 ,5 0 0 ,0 0 0

The Department of Ophthalm ology has long experienced  a c r itic a l space  

sho rtage , w hile it has succeeded  in providing ex ten siv e  se rv ice s  to the 

people or South C aro lina . The construction  of an Eye In s titu te  to  adequate ly  

house the Ophthalmology s ta ff, th e  so p h is tica ted  equipm ent and treatm ent 

room s, and the sp e c ia l resea rch  a reas  h as taken  on g rea t urgency with the 

in c rease  in the patien t lo ad .

V. HOSPITAL RENOVATION $ 3 ,0 0 0 ,0 0 0

During the past four y e a rs , it h as been n e ce ssa ry  for th e  H osp ita l adm in istration  

to  hold patien t care program expansion  to  a minimum and building m aintenance 

and renovation to  only those  item s of a c ritic a l na tu re . M ost of th e  hosp ita l 

equipm ent is  over ten  y ears  old (some is  16 y ears  old) and in  a good many c a se s  

is  outdated or in very poor cond ition . U ltim ate ly , th is a ffe c ts  the  quality  of 

pa tien t care which can be rendered by th is  in s titu tio n . Further, in c reased  

p a tien t cen su s is  making g rea ter dem ands upon the  equipm ent and fa c i l i t ie s .

In order to  implement the  proper renovation  p ro je c ts , an a rch itec tu ra l firm has 

been se lec ted  to  make a review  of the p h y sica l fa c ili t ie s  and make i ts

15G b
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recom m endations for renovations to meet th e  needs of the  ongoing and proposed 

programs of pa tien t ca re . In addition to th e  proposed tw o -y ea r program of 

renovation , there  are certa in  equipm ent n e ed s  and program provisions w hich 

m ust be met im m ediately .

VI. LAND PURCHASE $500,000

As land becom es av a ilab le  near the U n iv e rs ity , a c q u is itio n s  need  to be made 

in order to in su re  th a t a reas  w ill be provided for future developm ent of the 

M edical U niversity  of South C aro lina .

VII. ONGOING PROJECTS $547,742

The ongoing p ro jec ts  have a lready  been ind iv idua lly  ju s tif ie d  and approved 

by the S tate  Budget and Control Board.

\

1 5 7 0
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February 15, 1972

The Honorable P. C. Smith 
Secretary, Budget and Control Board 
Post O ffice Box 11333
Columbia, South Carolina 29211

Dear Pat:

You w i l l  re ca ll tha t the State Budget and Control Board a t the conclusion o f 
our presentation o f the several a lte rna te  Health Insurance Plans at the Board 
meeting on January 13, 1972, requested that some add itiona l inform ation and 
cost figures be supplied concerning "Plan D" or the "Uninsured Medical/Dental 
Expense Reimbursement P lan." Enclosed is  additional data furnished by Dr. Horn 
tha t p re tty  well covers the subject in  general and should serve the purpose which 
the Board intended.

We have been receiving a number o f inqu iries  about the status o f the State 
Employee Health Insurance Program, including an inq u iry  from Senator Waddell who 
has asked to be kept informed of i ts  progress. I f  there exists a chance tha t 
such a bene fit program fo r  State employees can be approved and funded during th is  
session o f the General Assembly, we w i l l  need to move ra p id ly  to f in a liz e  a plan, 
prepare sp e c ifica tio n s , secure b ids, select a c a rr ie r  and enter in to  a con tract, 
develop a system o f adm in is tra tion , design forms and procedures, secure p r in tin g , 
conduct a statewide information and enrollment program, e tc . ,  w ith in  the space of 
but a few months. I t  would be im portant, therefore , fo r  us to be advised i f  any 
one o f the a lte rna te  plans presented finds favor w ith the Board. We w i l l  give 
immediate a tte n tio n  to fu rth e r adaptation and refinem ent, i f  requested, and to 
the development o f a complete package fo r the approval o f the Board and submission 
to the General Assembly. Dr. Horn and my s ta f f  w i l l  be available a t any time fo r 
fu rth e r discussion on the matter.

I f  there is  encouragement to move ahead, we would l ik e  permission to  contact a 
number o f health insurance ca rrie rs  to s o l ic i t  bids. Only by th is  means can we 
determine the actual cost to  the State o f funding a Health Insurance Program fo r  
State employees and know s p e c if ic a lly  the extent o f the coverage fo r  ind iv idua l 
members and dependents in  re la tio n  to the cost. These facts and figu res w i l l  be 
o f immediate concern o f us a ll and ce rta in ly  to those who are responsible fo r 
appropria ting the funds.
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You are assured tha t we w i l l  respond promptly to the wishes o f the Board.

February 15, 1972

Yours t r u ly ,

State D irecto r o f Personnel

FEE:mll

Enc.

CC: Members, Budget and Control Board
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F e b ru a ry  9 , 1972

MEMO TO: F. E. E l l i s ;  D ire c to r , S ta te  of South C aro lin a  Personnel D iv is io n

FROM: P ro fe sso r  Ronald C. Horn

IN RE: A d d itio n a l O bservations Concerning A Program o f H ealth  In su rance  
B e n e f its  Tor S ta te  Employees

Dear Mr. E ll i s :

Tn the w r i t te n  r e p - r f  sv.’. n itte d  to  you on November 17, 1971, P ro fe sso r 
S tin to n  and I o u tlin e d  our recc r.ian d a tio n s  and o b se rv a tio n s  concern ing  a 
s u i ta b le  program of h e a lth  insu rance  b e n e f i ts  fo r  s ta t e  employees. On Jan u ­
ary  13, 1972, I v?as g iven  an o p p o rtu n ity  to  d iscu ss  th i s  re p o r t in  a m eeting 
w ith the rem bers of the  S ta te  Budget and C ontro l Board, a t  the co n c lu sio n  o f 
which Governor West asked me to develop some a d d it io n a l  in fo rm a tio n . Soecif? 
t a l l y ,  lie ashed me to  e la b o ra te  upon "Plan D", one o f t in  s e v e ra l a l ta r r n  i vc 
d iscussed  in  pages 35 to 51 of th e  w r it te n  re p o r t .  This memorandum i s  a 
a ttem p t to p rov ide  th e  req u ested  c l a r i  a n d o n s.

”P1; i D” i s  the 1a: r 1 we rmve 
un insured  ®eMcKl expense rcim bur

Thus, the he: e f '- t  paeku. e 
su /ed  ard j ~ ... y m r-m »_J i y a ccr.

to  an r.p •*oa h which would err* '• 
•ant v iah  (b) gro: m ajor m edical 
fo r  t ).' * ■ -• e / v > u.. o i e p a _ i . i f  • 
•../ri.'.ai insu  o r.
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I f  th e  b a se  p la n  had a maximum b e n e f i t  o f  $ 1 0 0 , f o r  ex am p le , th e  group 
m a jo r  m e d ic a l  c o n t r a c t  m ig h t have a c a sh  d e d u c t ib le  o f ,  s a y ,  $150 o r  
$200 p e r  y e a r .  The S t a te  w ould pav o r  re im b u rs e  th e  em ployee f o r  th e  
f i r s t  $100 o f  m e d ic a l e x p e n se s  in c u r r e d  d u r in g  ih e  y e a r .  And th e  m a jo r  
m e d ic a l  i n s u r e r  w ould b e g in  p a y in g  th e  l a r g e r  p o r t i o n  o f  c o v e red  e x p e n se s  
a f t e r  s a t i s f a c t i o n  o f  th e  c a sh  d e d u c t i b l e ,  a l l  th e  way up to  th e  raaximu.i 
d o l l a r  amount s p e c i f ie d  ( e . g .  $ 5 0 ,0 0 0 ) .  A t y p i c a l  ’’c o in s u ra n c e "  c la u s e  
w ould p ro v id e  f o r  the  pry». •nt o f  80% o f  su ch  e x p e n se s  by th e  i n s u r e r  and 
20% by th e  i n s u r e d .

W hile t h e r e  are. n» to rous t e c h n i c a l  d e t a i l s  in  th e  " P la n  D" p a c k a g e , 
p e rh a p s  t h i s  b ro a d  o u t l i n e  w i l l  be enough to  convey  th e  b a s ic  c o n c e p ts .  
P ro b a b ly  th e  m ost fu n d am en ta l a s p e c t  o f  th e  a p p ro a c h  i s  t h a t  th e  in s u r e d  
p o r t io n  p ie c e s  p r im a ry  c »hasi.s e^ c o v e ra g e  f o r  th e  c a t a s t r o p h i c  o r  m a jo r  
i l l n e s s .  T h is  fo llo w s  f m th e  r e l a t i v e l y  l a r g e  d e d u c t ib le  and the  l a r g e  
maximum b e n e f i t  re c c  snended. The c o in s u r a n c e  and d e d u c t ib le  p r o v is io :  ■ 
h e lp  keen th e  prem  . low -  much l o v e r ,  in  f a c t ,  th a n  t r a d i t i o n a l  f i r s t -  
d o l l a r  h o s p i t a l / . .  a l  i n s u r a n c e ,  d e s p i t e  a much h ig h e r  maximum b e n e f i t  
u n d e r  r a j  o r  m edic. cove e .  The. u n in s u re d  p o r t i o n  o f  Plan. D h e lp s  f i l l  
th e  "g " l e  t  by  t c in c u r .•r ic e  d e d u c t i b l e ,  t he, . and in  a v e ry  g o n c r r l  
way p i  - i f .  a', ie  t  s .r  ?. " f i r s t  d o l l a r "  c o v e ra g e  fo r  tu c  em p lo y ee .

As w i l l  b« c . 'j ' U d -a t r ,  i t  seems u n l ik e ly  th a t  th e  S ta te  w ould 
be w i l l i n g  'a d /o  a b le  to  pay f e e  th e  f u ’ 1 co t  o f P la n  D (o r  any o f  th r  
o t h e r  a i1 c  r i v e '  . T •' ? S t a t e  pay-' tn e  i r e  c o s t  o f  th e  v n in sru x  • 
j d ie .a l  ex p en se  iv  ’• r s e  :it p o r t i o n  o f  th e  P la n  D p a c k a g e , i t  w ould 
p rob . u y  r.. a t h e .  .• ; ? e rh  . .  j w ould be expect.-. 1 to  par a  c h a r  o f  i 
m a jo r  r ‘di " r,.i. i? u ~ncr p r e ’-Ji a . A c c o rd in g ly ,  I  want* to  s p e c i f y
t h a t  tl  ? c. lo y e e  mu •- c 
< - s t  Lef . he i s  e?Li i .

. O th e rw is e ,
el< t  t  < p .....

a a f< i r  
e compul 
ic  Lp; e

e r ra n g t
would n 
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d e s ire d .

par
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t  ges c u s 4 ‘g th e  Vi

i  , I S • LlU?. 0 • -  I* (
in su rance  Leu v/sa 8u tvd .

tro ch e  pro*. c t t o i ,  s in .  . 21
j '.ary ” : d l e  sc r .  i..b: ;n t >ran T ou d o t ,  by its< i f ,  r e c 
to  th a t  . d . B - co e be" ve th e  rep o rt tr  ie s  t  c le a r  th a t  \ ?
env
p lv .

m e t i 1 «.s tk ; . x o f  m e d ic a l  ext: n s e  ruh ..bur 
i ,  . . . s e e c t .  I am l i .  twi? c<
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Co s t Con.f i dey . ; ons

Tn th e  f i n a l  a n a l y s i s ,  i t  would be v i r t u a l l y  im p o s s ib le  to  g e t 
r e a s o n a b ly  a c c u r a te  c o s t  e s t im a te s ,  on any  o f  th e  in s u r e d  p la n  d e s ig n  
a l t e r n a t i v e s  d i s c u s s e d  in  our r e p o r t ,  u n le s s  and u n t i l  th e y  a r e  s u b je c te d  
to  th e  c o m p e t i t iv e  b id d i-  g p r o c e s s .  The m ajo r m e d ic a l  in s u r a n c e  p o r t i o n  
o f  P la n  D i r no e x c e p t io n .  T h is  i s  p r e c i s e l y  why we recommended t h a t  
s p e c i f i c a t i o n s  be d r a f t e d  and b id s  o b ta in e d  b e fo re  a f i n a l  d e c i s io n  i s  
r u d e .  N o n e th o le  s ,  I  wi 1 a t te m p t to  be as r e s p o n s iv e  a s  I can  to  tb  
G o v e rn o r’ s reque t  f o r  more in fo r m a t io n  on th e  c o s t  c o n s id e r a t i o n s  o f  
P la n  I).

As f a r  a s  th e  m a jo r  m e d ic a l in s u r a n c e  p o r t io n  i s  c o n c e rn e d , th e  
b e s t  e s t i m -’ !:? I  can come v.n w ith  i s  to  u se  th e  r a t e s  r.ow b e in g  c: a rg  d 
f o r  a s i m i l . r  p la n  a t  U .S .C . The co m p a riso n  i s  by no  m eans p e r  e c t ,  rc .: 
a v a r i e t y  o f  r e :  o n s , b u t  i t  *h o u ld  a f f o r d  us w ith  a s t a r t i n g  p l a c e .  I l  
the. < le v e e  c a r  i e s  m a jo r  m e d ic a l i  u ra n c e  o n ly  and n o t  th e  " b a s e  p i :  r ’ 
u n d e r v r J !:i <. ;i by  b lu r  Croc ., h i s  m o n th ly  prem ium s w ould be a s  i o l l o  :

Fnplo} ?e (o n ly ) $ 3 .7 5
W ife (o n ly ) 4 .5 0
W ife & Chi ldr< i 6 .1 9
llu bond (o n ly ) 3 .0 7
Husbond & C h i ld r e n 5 .3 6
C h ild re n  (. .*ly) 1 ,6 9

Thus, th e  •on'rm >s :.s lew a : $3.75 p e r month ($45 p e r  y ear) i  r *’ 
c ploy: e : . - a •; a .u i as $5.94 pe i.. n th  (o * $1.19,28 j r
f o r  th e  c: m o y t ' p i e s  h ,s  wi re and c h i l d r e n .  T h is  p l a n  ho - a $ 5 0 .  
i. Limit-. , i 7, c. . ..••nmnce. and $209 ca h d e d u c t ib le  (w h ich  i s  t. /  - 

1 . r  o u r  p u r  ose: , t h e r e f t  re  X 3 . x w.
i. c.* u S ti- .-L u  • r  a  p i .  i co — r

ec len ch  : 
f e e l  th e
r ' 1 f .

,r  o * • t n  .c 
if would 
c a :

’ oyc.e o i l  y 
1 .p loyce  and  sn o u t • 
L .x p ic e e ,  t ou. de. c ’ftii.

' O/m.o, c l b

r»u th e  
a r e  sey .. 
1‘ r  t
* . V* - ‘ ■
as an i l  
e* i ' n o

rc Lmhnr
c /.pi n d iv g  on  t 
00 w r  : r  j r er.ipicyeci Cn 

•imv”! , r  y e a r ) .  L e t ’ s u s e  i
w ith tn e  majf r

•2 t r i p l e  'o s  t h a t  
p lu s  a n  e s t im a te d  3 , Ox 

7 .000 a c e -  loved  ■' tb  . . 
t..; p: j

l. i

i2 /m o . ( : ' ; /> r

• i p or ' 
to* xbmvch

1
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c o s t  o f  a com bined $100 f l a t  ex p en se  re im b u rsem en t p la n  and th e  f u l l  
em ployec c o s t  o f  m a jo r  m e d ic a l in s u ra n c e  f o r  a c t i v e  em ployees and 
(b) th e  f u l l  P a r t  B M ed ica re  prem ium  f o r  r e t i r e e s .  Assume f u r t h e r  
t h a t  100% o f  th o s e  e l i g i b l e  a c t u a l l y  e l e c t  to  p a r t i c i p a t e .  The 
e s t im a te d  c o s t s  w ould b e :

^Annual C o st o f  M ed ica l re im b u rsem en t 
fo r  3 5 ,0 0 0  a c t i v e  em ployees = $ 3 ,5 0 0 ,0 0 0

p lu s

^A nnual c o s t  o f  P a r t  B M ed ica re  
prem ium  f o r  3 ,0 0 0  r e t i r e e s  « 200 ,000

p 1 us

*Annual c o s t  o f employee on ly  m ajor 
m e d ic a l  in s u r a n c e  coverage fo r  35,000
a c tiv e  employees « 2 ,1 0 0 ,0 0 0

pi us

^A dm in istra tive  c o s ts  of m-dic, 1 
reim bursem ent p h n ,  co. t  ’ r icy
re se r< „ s , m rg iu  fo r  e r ro r s  = 200 ,000

T o ta l $6,000,000

^E stim at^d amount to  be pa id  by t l  ?
St.ate bi ay D enar?:. , from " 
own" fu n d s , fo r  i t s  own 7,CCJ aci ve
employers (and .b o u t 600 rt 'r< - j  -  1,200,000

E stim ated  Scare A p p ro p ria tio n s  Required $4,8G0,6v'J

Thus, va  a r r iv e  a t  an estim ated  s? 'd‘e ap p ro p r’a tio n  of ebout $4.8
m il l io n ,  which migh . c e n tu a liy  be reduc a somewhat by th e  a v a i l a b i l i ty  
of f e - 'a r r l  funding to  S ' e a ■nc.t . Lor t..a  a c tiv e  employee who covered 
only h im se lf o:t major medical (or fclia refc lr j c o v e re d  ur.. ? , . . • <  e Pa 
the combined p lan  v< Id c t  him n o th i: . or 'h e  a c t iv e  employee who
co\ red h.vnsc. : h is  m ouse and h is  c l .i l i  n unch r  a .'i’r r  m ed ica l, h is  
premium d c d u c ti i- • ould h« about $7 p e r r n th , (And i he had no o ther 
m .- 'c a l  expenses thwt y e a r , he a id  apply fo r re im b u r• '.lent of h is  f u l l  
p i t  i a. r.i e l ig ib l e  u d ic a l expo- e - a t  no in c rea  e in  c o s t to the 
S a t e ) .  C ollec v e ly . mar u.d tmnjo/c< would c o n tr ib u te  about $2.2 
m illio n  fo r th e  < jp /n  n t s r cc r  under i a jo r  m.d?> 1, accord ing  to
li.y t SL ' .:t . , 1 h ;. ■, ., V ,d Ll _ <• f u j, t  $3 ,3  Sil u ill .
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a n n u a l " P la n  D" c o s t .  The S t a t e  w ould be p a y in g  w e l l  o v e r  507, o f  t h i s  
t o t a l ,  o r  $ 6 .0  m i l l i o n ,  b u t  o n ly  a b o u t $ 4 .S  m i l l i o n  w ould come 1 roin 
S t a t e  a p p r o p r i a t io n s  p e r  s e .

Now, th e  e s t im a te d  S ta te . -  a n p ro p d c t o d p a y r o l l  f o r  f i s c a l  1970-71 
was ab o u t $152 m i l l i o n .  I t  t h e r e f o r e  fo llo w s  t h a t  th e  $ 4 .8  m i l l i o n  
(ab o v e ) would r e p r e s e n t  a b o u t 3.17, o f  such  p a y r o l l .

C rude as  th e s e  f ig u r e s  a r e ,  p e rh a p s  th e y  s t i l l  w i l l  e n a b le  vs to  
draw  some g c r e r a l  c o n c lu s io n s  a b o u t th e  p o t e n t i a l  a d v a n ta g e s  and d i s ­
a d v a n ta g e s  th e  P la n  D v e r s io n  ju . , d e s c r ib e d .

Adv a n ta g e s

1. Provich s nuc.'n needed c a ta s tro p h e  in su rance  p ro te c t io n .

2 . The p lan  c o  t  t o  em p l• m ies i s  m in im al ( n o th in g  f o r  s in g l e  
employees and a .c u t  $7 monthly fo r  m arried  mployees w ith  
c o v e re d  d cp ...-c n t ) .

3 . R e q u ir in g  e id o y o a s  to  p ay  f o r  dop. - dm t  ’ m ajor f d i c . 1
coverage. i s  c -» i a b le .  a.id  i t  in d u c e s  t o t a l  o u t la y s  by 
th e  Si e t c  s 'g r i i__  a n t . . \  .

4 . Because th e  co* ’ is  co 1c n Cm v a r t  m a jo r ity  o f employers 
should e l e c t  to  p a r tr e  — e tc  (end they  a re  fu r th e r  encouraged 
l.o < fn  by re q u ir in g  i j e r  m edical in su ran ce  ns a co n d itio n  
o f In xut; c l  Ib le  fo r  i : i f r o n t  e im c w e  r  im bursc .. . n t ) .

5 . The d i e d  enpc rr-: -bursome '. • r t i c n  d  th e  p io n  r e d
n o t  he. cc>’ - J e r c  i ■ • e inco : to  th e  r  p ie n ts  (fit.: t .  <
opi; ns ne t. neo to  to ..J  T .r .a ) .

6 . 1 he $1 >3 ••■bur i n -  t  l e e ?  h e h -s  : r. the. p ro b ’ s o f
prove coverage .n r  . e r f  i i l l n e s s ,  a... ho lism , u ru j
audit on arc p v van .\o btaJCh c e re .

7. The >1 n r s sh e o '  the p lan  ci s t  c m  be ''re '.nod . ni~
p re c i?  ty  in  a ? v ' . c  c a m  y e r*  -  and i c  sh  ••• d l e  r u t h e r  
s t a b '  < o r  h'b t ’ id ee -  t y bn i r  .r  •. os .: n

•' td i he?' c .-l pi >»ir rs  n t im e , t  e ’ * ' • r'e' siiou.
I  p ;  i .  ' y  t .  . 1 1  p o i  O l  f  t .U  p m . :  C U .

n \ e e  •• c v e s  •: t m* id L: 1 sne b ev ry  yr : (up to  
d u n d e r th e

p.. s ( i e  abc it t .i. i h l o t / ) .

L
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10. In  some r e s p e c t s ,  th e  p la n  fa v o rs  lo w e r-p a id  em ployees 
( th o u g h  i t  i s  r e a s o n a b ly  e q u i t a b le  to  a l l ) .

11 . I t  seem s to  f i t  n i c e l y  -  o r  a t  l e a s t  c o u ld  be e a s i l y  
m o d if ie d  to  f i t  -  th e  "HMO” c o n c e p t w hich th e  G overnor 
and o th e r s  f a v o r .

12. I t  a v o id s  th e  v a r io u s  p i t f a l l s  and p ro b lem s a s s o c i a te d  
w ith  t r u e  ’’s e l f - i n s u r a n c e " .

Di sadventagos

1. The m edical expense reim bursem ent p o rtio n  poses an adm inis­
t r a t i v e  burden {.hat would have to  be re so lv ed  w ith  c a re fu l 
p lan  design  d e ta i l s  and e f f i c i e n t  p rocedures.

2. There would be some d i f f i c u l t i e s  in  e x p la in in g  the plan 
to  em ployees, perhaps but probabl no more so than  fo r 
e th e r  p la n s .

3. Commercial in s u re rs  may no t be wi* ing  to w rite  the m jo r  
m edical coverage e x a c tly  r s  d esc rib ed  (or fo r  the  premiums 
in d ic a te d ) .  Only ct p e t i t iv e  b id s  would t e l l  us fo r  su re .

4 . Perhaps the p r in c ip a l d isad v an tag e , a t  l e a s t  p o te n t? a ] 'v ,  
l i e s  w ith  th e  n a tu re  of tru e  m ajor medical insuranc* . Tb 
employee would have to  s a t i s f y  deduct j a le  req u irem en ts , a i 
then  p: y a t 1 .not 20/-, c f h is  own c overed a inex ..as in  cxc* s 
of the deduct ’l e .  ih is  i y p r e n . t  a problem , e s p e c ia l ly  
fo r  low er-pain  em p lo y es  One c.. lower th e  c •.?plo>-e’ s 
co insurance c o n tr ib u t io n , of cou . e ,  bu t t h i s  void i i  cr 
the  m ajor m edical p r ’ s i g n i i i c . n t ly .

There a te  a few o th e r pot u ti .  '. c . i s a . . . . e u  pe /.a .p .., bu t I i gatd 
#4 as the most s i .  u i f i e a u t .

What would herpen to  h l '  in su rance  premiums and lo ta l  p lan  o u tla y s  
i f  we departed  '*om tne  tru e  m ajor medic 1 co ; .pt? That i s  to say , 
what i f  Y7c supe it nosed sen?? s o r t  of f i r s t - d o ^ ' r  o r ie n te d  in su ran ce  on 
top o f  the m e d i.n l expense reim bursem ent p o r t io  of th e  plan? Or, su rp r 
we had the ins;, r  p y  1 ' !*’ of th e  f i r s t  $3,000 of expenses in execs., 
o f the d ed u c tib le  -  and then c.h of the amount in  excc ,s o f ( J ,  00. p . .• 
the  d ed u c tib le ) up to the $50,000 maximum? I d o n 't  r e a l l y  know fo r sue , 
o th e r  ti an th e  _£_'•»• th a t  i t  would in c rease  the pr».aniuas s ign ; ic  n t ly .  
E itb  - thi Ota c s to ta l  c e v tr .L a t  con world jncreas--, l n ,  o r ic  
s ta y  t h e  sar and th 1 em ployee’s co t r ib t  t io n  could go up (s< e enr 1 yce 
might n o t p a r t ic ip a te  and son. cl the In. c.r-pciu  m ight r >t be ab le  to  
" a i fo rc "  the a d d itio n a l c o s t ,  in  e v e n t) .

i

medi.nl
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The o n ly  f i g u r e s  I  can o f f e r  f o r  a c ru d e  com parison  a r e  th e  premium 
r a t e s  now b e in g  c h a rg e d  by S .C . B lue C ro ss  -  B lue  S h ie ld  u n d e r th e  h e a l th  
in s u r a n c e  p la n  r e c e n t l y  o f f e r e d  to  S t a te  em ployees on an  "open  e n ro l lm e n t  
b a s i s .  B r i e f l y  s t a t e d ,  th e  p la n  p ro v id e s  up to  70 days s c m i- p r iv a te  
h o s p i t a l  c a re  ($20 d e d u c t ib le )  , f u l l  c o v e ra g e  f o r  m is c e l la n e o u s  h o s p i t a l  
c h a r g e s ,  m a te r n i ty  b e n e f i t s  and  a $375 s u r g i c a l  s c h e d u le .  A l im ite d  
m a jo r  m e d ic a l  p la n  a ls o  may be p u rc h a se d  to  su p p lem en t th e  b a s ic  p l a n .
The l a t t e r  In.s a $10,000 .. aximum ($5,000 in  any one y e a r ) ,  an 807. c o in ­
surance c la u s e , a $100 c o r r id o r  d ed u c tib le  and sev e ra l im portan t r e s t r i c ­
t io n s  and e x c lu s io n s . The i n i t i a l  monthly premiums io r  th i s  package we «. 
quoted as:

S in g le  $ 1 1 .8 2 /m o n th  ( o r  $ 1 4 1 .8 4 /y e a r )
Faro? iy $28.50/m onth (o r $342 .96 /year)

Compared to  th e  pure  m ajor m edical insurance re fe r re d  to  e a r  l i  . r ,  the  
Blue Cross -  S h ie ld  pack:. ;e would (a) "g iv e” the employee f a i r l y  * en ’3 
f i r s t - d o l?  ur co v erag e , (b; " tak e  away" about $' 0 .0 00 to  $45.000 in m .i-  
mum b e n e f i t  and (c )  co n ta in  more r e s t r i c t i o n s  and exo . s ions a th.-. m jv.c 
m edical p o r tio n . But i t  c o s ts  eve- t ' ice. as much as U .S .C .’s major 
m edical p l .n l  Thus, the "B lues" package wou i have out o f s e v e ra l c s t  
r e s u l t s .  I f  t ’ c S t - ?  c o n tr ib u te d  the su re  $60 per year fo r  the em p-'yeo 
insurance as i t  d*d i .der the  e a r l i e r  i l l u s t r a t i o n ,  a ’’s in g le "  employee 
veu ld  have to  com r ib  te  ever $80 per y e a r ( in s te a d  of n o th in g ) , and 
’’fam ily ’1 c e le r y  o v. • d r q u ire  him r o pay $263 per j a r  ( in s te a d  of $ 4 
•j r : c . io . . o f " s i
r i d e r  BI e C ro ss , cm the o th e r  hand, the S t a t e ’s t. ta i  o u tla y  fo r  in au ' 
would ? .c rease  by over $2.C 3 ,000. (And the m arried  employee would sc i 
1 ? re q u ire d  i. » c o n tr ib u t r ly  $17 per iron .-). Even g re a t cost ’ voul

(or modi max- i i v - re  to  be ii 
I douot to  /  w ..„d c . in  a..y eve

l e  involve i f  t  ». " he . 
the ccmpa? ..o le GOO, .

In  f a i r n e s s ,  i t  cor be argued t- a t  f  i Blue C v.ss p e -“ 
vr> >{•(;§};;.'*’ 1' •?. uninsured  m die.- expense re j; .bu rscm .;t p o r tx -a  of Pa 
I f  c i3 h e b  / - . i t  * av. which do n o t. to e  B lu e’s par eve wou. d rr-.u e 
the '. :• .1 -  o n tla  ’ ..y about $800,000, a s s u  ag the  S ta te  paid
the  en tir*  co or : ' a ” in su ran ce  coverage and d rtsp ed  th  expense 
reim burse n t  id e a , a e v e r , tm* m arried  c plo; e e ’s c en t, . o n ticn  wo 1 
s t i l l  be r -eh groe. r  than fo r  tru e  m ajor r.;-. .c a l 5r.su :-anc , 
have < fciblei . .d ofcb r gaps in  the in su ran ce  < nr- r e and 
car. u 'fihv r?_  be adeq • -h.y p ro te c te d  io r  c ac a s t -<>pj ;- ty p e  i 
I  a.-i n o t ! t r e  svy-esh- . th a t  the Blue Cross package i s  ’ bad" 
as su ch , bu t uci: g i t  ~ an i '  lu s t r a t io n  of i ; t  r
c o s ts  i f  we t -p a rted  s u o u ta n tx a lly  from the  t ru e  m ajor i
C A. .1 - .

ue \'f i 
ISc- -

t ? id 
~<.i in  ;ui

15y g as; fc* "  v t  could  f in d  an accc -nr c o r ’rc- 
betwe a hi ' t '.o  t r  . es ? e .  b e n e f its  designed  to se irc
c.'hiS- r : ~e r  . t s  . i t  s t i f l  a t  fo rd ab le  by r th  th  *
c, fc . . .. j r  ... reuce v.. itid he fo r some ? >3 t. !1G

ID 1C -  
c ♦ 1  ?

of t  ..

h. 1 3  r o

5r.su
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f i r s t  $3,OCO and 80% o f  th e  e x c e s s ” c o in s u ra n c e  a rra n g e m e n t m en tio n ed  
e a r l i e r .  U n t i l  a guy had m ore th a n  $3 ,2 0 0  in  c o v e re d  e x p e n s e s ,  he 
w ould n e v e r  be ' ’stuck* ' f o r  m ore th a n  a b o u t $100 o r  so ( th e  amount by 
w hich  la c  cash  d e d u c t ib le  u n d e r m ajo r  m e d ic a l  ex c ee d e d  any  unused  
p o r t io n  o f  the  d i r e c t  e x p e n se  r e im b u rs e m e n t) .  E x a c t ly  how much su ch  
a p la n  m igh t c o s t  i s  p u re  c o n je c tu r e  a t  t h i s  p o i n t .  I t  w ould be  m ore 
th an  t r u e  m ajo r m ed ic a l -  and p ro b a b ly  l e s s  th a n  th e  B lue  C ro ss  k in d  
o f  p ack ag e  • b u t  I  am a l i t t l e  less , c e r t a i n  a b o u t th e  l a t t e r  th a n  I  
am th e  fo ri  '.r.

L ife  I r ^nrcnco *

R e g a rd le ss  o f w h ich  h e a l t h  in s u ra n c e  p la n  5s d e c id e d  u p o n , I  f e e l  
s t r o n g ly  th a t  we o u g n t t o in c lu d e  so  ma g roup  t e r n  l i f e  in s u r a n c e  a s  p;r. 
o f  th e  p a d : a g e , a t  l e a s t  f o r  b id d in g  p u r p o s e s .  One l o g i c a l  id e a  w ould  
be t o  ask  fo r  q u o te s  on l i f e  in s u r a n c e  w ith  maximum b e n e f i t s  o f  a p p ro x i 
m a tc ly  one tim es  a n n u a l e a r n in g s .  As n o te d  in  o u r  e a r l i e r  r e p o r t ,  a t  a 
minimum t h i s  would g iv e  us a c o m p a riso n  w i th  th e  c o s t  o f  p ro v id  ng th e  
p r e r e t i r e m e n t  d e a th  b e n e f i t  u n d e r  th e  S t a t e  R e tire m e n t S ystem . More 
im port n t ,  i t  sh o u ld  g iv e  us a b e t t e r  d e a l  on th e  h e a l t h  i n s u r a n c e .  
E x cep t f o r  Blue C ro s s , m o st r e p u t a b le  i n s u r e r s  w i l l  no  lo n g e r  w rite , r a j  
m e d ic a l  o r  any k in d  o f  h e a l t h  in s u r a n c e  u n le s s  a  minimum volum e o ' l i i 'e  
in s u ra n c e  i s  in c lu d e d . Though I  do n o t  h av e  a c c u r a te  c o s t  f i g u r e s ,  I  
do know t h a t  the c o s t  o f  g roup  t.cnn 1 e in s u r a n c e  w ould be > 1 r r  1
in  r e l a t i o n  to  th e  h e a l t h  in s u r a n c e  c o s t s .  I  have  $113,000 g roup  l i f e  
in s u ra n c e  w ith  th e  P r u d e n t i a l ,  ana my p; r f i c  : p ..hill? prem ium  i s  now a E  u 
$15 p m onth. U sing t h i s  a s  a  g u id e ,  v w ould p ro b  duly be t a l k  's' 
about. 35 to  40 c< ' t p • t .  .n . p< ■ rw w h  o ~ bo y f o r  S t a t e  emp ye 

C o re l id ‘ g ( ' ''■ '

I  have t r i e d  d i l i g e n t ]  ’ t o p  ovid  t h e  d 11 1 in f o  m ti  >n re<
on th e  P la n  .» a l t e r r - t i  . lk  eve , 1 urn n o t  ncc s s a r i l y  m lvocaw ., 
th e  ' no* t ” cppro&t . P i s s  /  --.id B have i r i t ,  P la n  C v i  1 g ‘ ' u s th e
b e n e f i t  o f the insure, 
appreach .

si.'g . -c iO iJ  and l i e n  !' l a  c e r t a i n l y  < ue J. >g Lc

S t i l l  a n o th - r  lo i '.c a l «1 ' - e , i . t  d se e  sod i n  o u r  r< i
f o r  th e  S ta te  s i?  >iy to  rn y cn  t o  • ml t i b v t  , c' r. up tv $10 p e r  : o v th  1
a .y e x 4 r in g  h e e ' t h  in s u r a n c e  p l a  i v a i l  ...uc to  S t a t e  e m p lo y e e s , p r i-  
At l e ’a s t  . r  S t a t e  d o e s  t l i i - . ,  88  I r e c a l l ,  and  i t  w ould b e  v e r y
sim p '.a  to  j. ? • x r t .  T! c. f  : ' .s a t  > m t  a w Id  be to n : ' d o rab . c v r*
a l i e n s  i n  the  n e t  c o s t s  o»., < d b n e f .  :s i -x O .u ed  t o ,  ” i r i o u s  ei p i eye-. .
The c h i e f  ad vs • age w ould be i t : ,  r e l a t i v e . /  f ix e d  .'rid p d e t v  ‘min h ie  
c u t  t  th e  S t a t ? .  T o t; 1 f t .  e  n u t - a y ?  wortf 1 •• or i t  t o  m :  ( ? ‘* :

B ll.id.tc ■ i Urc. Hm s )  -  a bo* I : ,4 .4  m I l i o n  i r$120) + ($200 ,000  'o r  P. 
t o t o ,  o f  w hich a b o u t $ 8 4 0 ,0 0 0  wou d cc 
In  t h a t  s e n s e ,  i t  i s  j c a b a b ly  c h e .n e r  
ccr mended in  i . t dove;.. > . r  i  . r e p o r t .

fro m  h r - ’y c 
.n any  o f  th e  a

p a r t  e n t  rune 
-em u. l i v e s  i >

- n o t e :
r.. mo a t  ta t

S t i n t e n ’ s ? tpor- r  n. p o i n t ,  o u t ) '."  d
■d.

i
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I  w i l l  rem ain  a v a i l a b l e  to  answ er q u e s t io n s  o r  a s s i s t  f u r t h e r  
i n  any m anner w i th in  my c a p a b i l i t i e s .

S i n c e r e l y ,

ft-

D r. R onald  C. H orn, CLU, Ci’CU

RCH/pc
E n c lo s u re s

cc : P r jfe s so r  John  S tin f .o n , CLU 
F red  H a s k e * 1 
G eorge Hendry

P. S. A tt ached h e re to  a rc  s e v e ra l " e x h ib i ts ” y. u r. y find  u se fu l.

1660



U N IV E R S IT Y  OF COUTH C AR O LIN A  
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C O ttfG f OF Bl'SINFJS 4fH4/N,Sr*/TfON

F e b ru a ry  9 , 1972

Mr. F . F. E l l i s ,  D i r e c to r
P e rso n n e l D iv i s io n ,  S t a te  o f  S outh  C a ro l in a  
700 Knox Z .bbott D rive  
C ayce , S ou th  C a ro l in a  29033

D ear E a r l :
In  Re: V 1 h In s u ra n c e  B e n e f i t s  

For S t a t e  Em ployees

D u rin g  o u r J a n u a ry  13 th  m e e tin g  w ith  th e  S t a te  B udget and C o n tro l  B o ard , you 
w i l l  r e c a l l ,  G overnor W est ask ed  me to  ‘’d e v e lo p  some a d d i t i o n a l  in fo rm a t io n "  
on th e  r a d i c a l / d e n t a l  e x p e n se  re im b u rse m e n t (p lu s  m a jo r  m e d ic a l in s u ra n c e )  
re p ro a c h  P r o f e s s o r  S t i n t e n  and I  had su; i t t e d  us one o f  th e  l o g i c a l  a l t e r n a  
t i v e s  to  be  c o n s id e r e d ,

Tn th e  l i g h t  o f  th e  G overnor’s ft >• -ont i n t e r e s t  in  tl i s  a p p ro a c h , I  h a - • 
a t t e m p t< to  r e f i n e  and c l a r i f y  i t  i n  th e  a t ta c h e d  memoi .dum, I  am se n d in g  
th e  memorandum d i r e c t l y  to  you., how ever, :’n th e  hopes t n s t  you and you r 
r s o d .  . :3 w i l l  re v ie w  i t  c - r e f u l ly  h —  ’ ».• s tn t .h  , t o  t »e G overnor o r o t ’ :
a s  you deem a p p ro p ria te .

I  s h a l l  r; nain a v a ila b le  to  a s s i s t  you  a w  we. I  c a n .

Sim  e re ly ,

, •  -A
D r. Ronald C. I '  CLU, C CU 
P ro fe sso r u£ In  nr. •. e

RCH/pc 
Enclc .an  i

c c :  F *c ' nr  Jo in  E. f" i to n ,  C ,U 
F red  lUsl . 1.1 
George Denary

(F o r vc • in fo rr i< , I 1 .ve ' v o ted  cbo: t  13 ad-1 i t  i l  h o u rs  to  t l  : u 
{? o jC v j ^.nte tec< .. s e r  9 ,  1 9 /1 )



U N IV E R S IT Y  OF SO UTH C A R O LIN A

CO1 U S " 1A. S. C. 292 .03

C O llfC '  O» tVSINtSS ADMIWSTUTION

F e b ru a ry  9 , 1972

MEMO TO: R onald C. Horn

FROM: John  L . S t in t o n

A n o th e r r e a s o n  f o r  in c lu d in g  g roup  te rm  l i f e  in s u r a n c e  i s  t i e  
r e c e n t  IRS c o n te n t io n  t h a t  th e  p r e r e t i r e m e n t  d : a t h  bi— f i t  u n d e r  t  . 
S t a t e  R e tire m e n t System  i s  n o t  " in : ur. r.ce p r o c e e d s ” . The IRS p o - i  ion 
in  2 c u r r e n t  c a s e s  o f  w hich I  am a '; -e i s  t h a t  t h i s  b e n e f i t  i s  n e t  
exem pt from  fad e  1 ir.ee e t . \x . A lth o u g h  pc h ap s  t h i s  p rob lem  c n 
be r e s o lv e d  by p ro c e d u ra l  cl .r  e s  in  th e  S y s ta  i, tn e  p ro b lem  can  be 
a v o id ed  by u s in g  g roup  t a i  a  l i f e  i... u i .  < tc.



/ 7 * ? ” ' S )  r> ’7 ' "n '  V ,
!  j  ;  V V ’. \ KHZ ••-'* '« > k v k O « m  < « v

OF SO JTh  C4*0i'\A

n fiA W F V  A m ? S T  A C frrS  H RA N C H  C OtUVHhA S O U T H  C A P O U H A  J12C6

January 6-, 1972

Ronald C. Horn, Ph.D
Professor of Risk Management end Insurance
University o f South Carolina
Colun. ’ ia , South Carolina 79201

Dccr Dr. Horn:

Current number of South Caroling Siate Emr loyees em ailed
ii Blue Cross- hiue Side Id of : Jth C a r o l in e ..........................  14 ,C 0

o 4 ,6 '3
Breakdown as follows:
L illed  thru ComptroHer
N ot B illed ii ”u C nptroller 2 155
Educational not B illed thru Cor , trader ’H '» 

lo to l » i , /  , ?
E:!’ mated N?w Subscrib. :r. from 

C ui.cnt I. .-o:k
i ’lohin ' c total c: . . .  14 ,r ' •

A p p ro x in i'jc ’ y 3?, 2,j0 | cop!? are cover ' un .i lb : • e contracts.

Ap -oxime’o ly  I ween 7,050 c d 10 ’ -oplc on the State no, oil
ere not o lig ic ie  f . ih i. ov.srcme, such ui i..? i i ; nvey department, fi.e 
C * i > no!, . c .

I ny L . Gr vdy
V ic I He ju t -  led . in •



U N IV E R S IT Y  OF SO U TH  C A R O L IN A  

C O lU M tlA , 5. C. 2 * 3 0 6

PERSONNEL OFfTCF. February  3, 1972

Dear C olleague:
•

We a re  pi*. sed to announce, th a t  fo llow ing  the  p e rio d ic  rev iew  of 
our c laim s experience  by T1AA, no g en e ra l in c re a se  in  c o n tr ib u tio n s  fo r  
the  Major Medical Expense P o licy  w 11 be n ecessa ry . One s ig n if ic a n t  
change has been made, how ever, th a t  w il l  re q u ire  a modest in c re a se  in 
c o u L iib u tio n s .

Although our Major M edical P o lic y , in  our op in ion  i s  one of the  
f in e s t  a v a i la b le ,  i t  has su ffe red  from the fa c t th a t  the amount o f d a ily  
h o s p ita l  charges fo r  room and board th a t  a re  r e g a rd 'd  as covered exgen .es 
has been lim ited  to  a s ta te d  d o l la r  maximum ( re c e n tly  $28 per d ay ). D espite  
our e f f o r t s  the ra p id  i r ; .«  e in h o sp ita l charges has made i t  d i f f i c u l t  to 
keep th i s  l im it  u p - to -d a te .

As o f  Marc.lt 1, the d o l l a r  l im it w ill  be e lim in a te d . In s te a d , covered 
expenses fo r  room and board  charges w il l  be lim it d only to  the i ?erage 
charge by th< h o s p ita l  f o r  a sem i-pi ’a te  room. The presen ' d ed u c tib le  and 
p e rcen t ago p a r t ic  -t on pn is io n s  w ill con tinue  »*o app ly , but th i s  c
should a l l .  .-; our p lan  • 1 p a. ea.-t o f t ' rap id  changes in  ho: n i t  1
C r , r*. >•/ V e.• • ‘ u ? .•, V » •

This 1 1 L tra ils .- 1ion in  ow 
t r i b v ’ ions vr. cu t lined* b. low.

pion v? ’’ 1 n e c e s s i ta te  the in c rease  in  c 
..h id ' il cn a 'i.-e  month p a y ro ll  has 

w i l l ,  of c o u rse , have to v>n rg, > a : 1 ,h l. h igher in c re a s e  from now u n t i l  
ontl

• *- *■ J ' ' * w- J * ■ m v w- *- w H Ci ' V- JL .» UV4 d i X UiU U»J U 4 .
.■one in  o rd t  r  to  pi egay  t ? i . o . 1 h e r a l h r .  5 on j . r  f i e s.ur a: •:* m
A ito r June, the d •duct io. r nine ..ouch j .b a r i e s  w i l l  drop to  th e  lev 
in d ic a te d  in  the ta b le :

TTAA MAJC

lb s ,■■■ - • — • - , —
r  -gio^ ic $3.30 $3.41 *. t f t$4..m $3.75 $5.00
Wi f c 3 94 5.25 4 .10 c ; 6 .00
Wife & Chi dren 5.34 7.12 5 .60 7.46 6 .19 8.23
Husband 3.24 4 ' 1 2 .36 4.. 3 3.67 . 4 .89
Husband 0 ( hild 'w  n 5 36

1.40 1 .50 2.00 2.25

h i t  a t I .is  . h l  i ■ pp o v a l.

</c • - ' z ■ / **" - -c*-* *
l.e Roy 1.. f  ; au p o r . ,  C n a i email 
Xnsu < t w  5 j L >' F ron tam s C . ;w

exgen.es
Marc.lt


/
/

BLUE CROSS -  BLUE SHIELD BENEF ITS AVAILABLE TO SOUTH CAROLINA STATE EMPLOYEES 
DURING DCCEMB’ K, 1971

/ BLUE CROSS BENEFITS (Hospito lizotion)-Deductible  $20

Room end Board Semi-Private room PAID IN  FULL (or equal alfowsr.ee 
toward private roonW

Miscellaneous Hospital Charges
(Operoting room, medicine, lab tests, e tc .) PAID IN FULL

In-Pot lent Days

M atern ity

Emergency Room Core

70 days per separcte illness or accident; 30 days per 
contract year for nervous and rr.entcl conditions

10 days for normal delivery; 14 days for caesarean 
plus nursery care charges FA ID IN FULL during ly ing - 
in period of the mother.

PAID IN  FULL when services rendered w ith in  72 hours 
fo llow ing  accident

PAID IN  FULL when performed at hospitol (out-pa tien t) 

PAID IN  FULL (approved units only)

Out-Patient Surgery

Intensive M edical Units

BLUE SHIELD PENEFITS (M edica l-Surgical) 

Surgery -
Assistant ot Surgery 

In -H c 'p ita l M ediccl Visits 

M aternity

tract;, cy Medical Care

Artest I; isio

Intensive M edical Core

•* /AZ MEDICA! BENEFITS

$375 Surg’col Schedule 
2CMo of ollowoble allowance for surgery 
S 10 first day end $6 per visit next 69 days 

$L0 normal de livery end $ 170 caesarean section

S10 whe n servic- s rendered w ith in  72 I jrs o f acci ’ n!

Up tc $75 compute ' '.ccorc’ing to !'•■ -,th of time 
odministen J L y a physician who b ills  for service .

Up to $50 allowed for non-» g icc l core for cond ' :
requiring unusual and constant care in first 4b ha.. .  .

Maximum benefit lifetime S 10,000. N\aximum benefit 
per contrac* year $5,000. Annual Autcma::c —  N o r-  
/ ediccl Restoration S I ,000. Deductible — $100.00 
per person per contract year. Benefits: PTo of e lig ib L  
charges e fte r deductible. Som« of t' e e lig ib le  expenses 

, ore: private duly nursing, prescription drugs, heme and
©ffice c a ’ I , di< :r o.tie > -rcyce  lab --'n  con jun r' : ; n 
w ith an illness or injury, prosthetic >, pplicnces such t  
b ra c t', crutches, hu piia i . cs.

I', you enroll bafcre 12/31/71, Cere w ill be no . a iling  periods ivgorehetr of your health cor •'

'iO L O N G 'D  II i.NESS CONTRA CT 
(. .. E'c art. . n il net c ectiry 
Me di i)

BI-WEEKLY RAILS:

c o' e i: a -in

4TRA CT /  dd*ti'-:u l benefits 
bo p i‘ o 1 to did ia tf 
i : 11 S .

‘ r! ?r io or out of the 
ie fi-unc ia l problems ©f b

Single I jmih
t  O X Blue Crots < j0 /M
5.20 Blue C r c e n d  Blue Shield 12.6
5.91 Blue Cross-fslue Shi ■ ■ - ’ ) 1 4 ..
5 .05 Liu*'C 'O .s-: E Pi c . 13*8<

II In* ss Contract

1 : ■ S' i u t io r  of a r F -no' its .
xS«56

alfowsr.ee


V C O LU M B IA

J a n u a r y  5, 1972

RO BERT C. W A S SO N  
C H A IR M A N

Srii’/nj Gjaraiiua (fax Gniamiucinn

W YA TT C D U R H A M  
M . W A Y N C  U N G I R .  J «  

ROBERT C W A S S O N  

C O M M IK t IO N IR *

IN
TO

1T-.RSB

M r. David A. Mei 3 h e 
A ttorney  a t Law  
1526 D aniel Building 
G reen v ille , South C aro lin a  2-9602

D e a r  M r. M e r l in e :

This if- in re p ly  to your le t te r  of D ecem ber 22nd, a d d re sse d  to  
M r. John von L ehe, A ss is ta n t A ttorney  G en era l, req u estin g  a 
ru ling  with re fe re n c e  to m ed ica l e x p e n d s  paid by an employe?* 
fo r i ts  cr p loyces. M r. von Lehe has r e f e r r e d  your le t A- to 
the w r ite r  fo r  co; sic o ra tio n  ana rep ly .

P ro m  the inform al ion contained  n your 3 t  n r, i ' is ou r o y - r -  n 
tha led ica l-tu  n.n. expen: .3 re im b t sea to the em ploye ' by 
the c ,upli ye • v. . d no; be tax;.; Io inc f m o tv  the • • -nploye .

Y ours \ ry  t . uly,

S O U T H  C A R C L T" A  r CO 
L 4 D IY 1 D D A L  IK C C  ,<L T A X  D IV iJ j .  4

RSBzbb



D a v id  A. M e r l in e *
A tto r n ey  at L aw  

1 5 2 6  D A N IE L  B U IL D IN G  

G R E E N V ILLE  SOUTH C A R O LIN A  29C O 2

TAX. ESTATE A N D
corporate  m atters J a n u a ry  6, 1972

TE LFP H O N F  
8 0 3 /2 4 ? .6 0 5 0

D r. R onald  C. H o rn , C LU , C PC U  
C o lleg e  of B u s in e s s  A d m in is tr a t io n  
U n iv e rs ity  of South C a ro lin a  
C o lu m b ia , South C a ro lin a  29208

D e a r  R on :

I have  re v ie w e d  y o u r r e p o r t  c o n c e rn in g  a h e a lth  in su  nee 
p ro g ra m  fo r  S ta te  e m p lo y e e s . I have  s tu d ied  in p a r t ic u la r  "E E  n D" 
c o n c e rn in g  a m e d ic a l-d e n ta l  e x p e n se  r e im b u r s e m e n t  p lan .

It is  m y op in ion  th a t p a y m e n ts  m ; de u r d e r  ’’E lan  D" w ould 
ro t  c o n s ti tu te  ta x a b le  in co m e  to the  e m p lo y e e s  u n d c i S e c tio n s  
105 and 105 of the In te rn a l  R ev en u e  C ode. H o w ev e r, th e re  is no 
sp e c if ic  s ta tu to ry  a u th o r i ty  to e x c lu d e  th e se  p< y rn en ts  f ro m  incom e 
fo r South C a ro lin a  in co m e  tax  p u rp o s e s .  F o r  th is  r e a s o n , we L .v e  
w rit le n  to M •. R. S. B o llin g e r , D ir e c to r ,  In d iv id u a l Incom e T ax  
D iv is io n , South C a ro lin a  rJ ax  C o m m is s io n . A copy of o u r le f t  r 
to  M r. B o llin g e r  and  h is  re p ly  a r e  e n c lo se d . A s you w ill no te ,
M r. BolEinf r  s ta te ;  th a t  such  p a y m e m s  do not co m  iitm e  E xab ■ 
incom e to  t..e  ei ploycc r.

A f te r  he final dc a i ls  h av e  b e en  d ev e lo p ed  oe a m ed  ca l 
dt n ta l e x p en se  re im t  i r s e m e n t  p lan , I w ould re c o m m e n d  tie. si h 
p la n  be. su b m itte d  to  th e  In te rn a l R ev en u e  S e rv ic e  end the Sou ": 
C a ro lin a  T ex C o m m is s io n  fo r a ru lin g  &S to  th e  Incom e tax  coi 
q tc n c c s  to  i e em p lo y ee^ .

If J. c n be of f u r t '. e r  a s s i s i s n e e  p le a s  le t m e  knew.

,,—>S 11 4 y  - O’ " s ,

P A M ./j ;
E nelo  ’ . r e .
cc : M r. E. E. EE is



MEMORANDUM

TO:

F R O M :
*

SU BJECT:

A L L  A U D IT O R S O F  T H E  C O R P O R A T IO N  
IN C O M E  TAX D IV ISIO N

A rnell M. C oker, S r . ,  D ire c to r

M edical c a m  ex p en ses  paid  by a c o rp o ra tio n  
on behalf of an em ployee o r  the em p lo y ee ’s 
spouse o r dependen ts  constitu te  a deduction  
by the corj. ra tio n  and is not taxab le  to the 
em ployee as s e t  fo rth  in In te rn a l R evenue 
Code Section 105(b).

The questio n  h as been ra ise d  as to w hether or not the above type 
expense is  p rov ided  for in the S. C. Code of Law s of • >62, as A m ended, 
as a deduction  fro m  co rp o ra tio n  g ro ss  incom e i ; . .• 2.riv ing  a t net taxab le  
incom e.

The ( 03 :>oraL tax  ; s i nosed by Section  65-222 is lev ied  on the e n tire  
net inc nne, or a p ro p o rtio n  h e rco f.

f  action* 65-255 defines L * v o rd s  ’’net inco: :e"  < > used  in  th is c h ap te r  
as m eaning  h e greor, inc -me of a tax p ay e r le s s  die deductions allov , d 
by th is  c h a p te r .

f tr .r 'f  v, f .'.m f, < r <• ” m co m n n th -  ~ r  t *: c o n e  ’h e r e  s h a l l  ’ ■■■
< llow ed as  ded u ctk  v: (. ), e t c . ” , the rpr.l ab le  conus’ ions do r o t  
p ro v id e  a  dv ic iicn  for a. ‘d ica l < ?e:.o. ; aid by a ,?c-.p >ration on

* behalf i * . of .•beer o r n em ployee.

3 ' allow ed rs  a bon > f if  • ..eduction in
a r r iv in g  at net inco: ■ r.s an o rd in a ry  a rd  n e e s f . m v expense  of

• "doing  E a s in e ss" , unb sv.cn expense is included in the off' r  £■ /  .
e m p lo y e e ’s com nem  • . ?n, p ro v id ed  such  c ‘ c -s*Aio; , upon ex. ...in;. ■' m 
is de< ' k lu .e reason-. in uj ,t.

/ ’<

r •



s

M r. Jo h n  von  L e h e  
A s s i s ta n t  A t to rn e y  G e n e ra l  
S ta te  of S ou th  C a ro lin a  
b o x  125
C o lu m b ia , S o u th  C a ro lin a

D e a r  John:

R e q u e s t  is  m ad e  h e re w ith  fo r  a ru l in g  f ro m  th e  S ou th  
C a ro lin a  T ax  C o m m is s io n  p u r s u a n t  to  S e c tio n  6 5 -o 7 . 1, C ode of 
L a w s  of S ou th  C a r o l in a ,  w ith  r e s p e c t  to  th e  fo llo w in g  f a c t  s itu a tio n .

A g o v e rn m e n ta l  body c o n n e c te d  w ith  th e  S ta te  o f S ou th  
C a ro lin a  is p ro p o s in g  to  a d o p t a " M e c ic t  I -D e n ta l  L x p e n s e  R e im b u r j  
m e n t P la n "  c a l l in g  fo r  p a y m e n t by th e  . ,c v e rn m e n ta l  b ody  of o u t-o f -  
p o c k e t m e d ic a l  and  d e n ta l  e x p e n s e s  in c u r r e d  by t h e i r  e m p lo y e e s  in 
th e i r  own b e h a lf  o r  in b e h a lf  of t h e i r  m  p e n d e n ts . Such a p lan  w ould 
be ty p ic a lly  r e f e r r e d  to  a s  an  u n in s u r e  a p la n  f ro m  tn e  s ta n d p o in t  
th a t  tiie e m p lo y e r  w ould  nor fund  n i t  ciHi c t i o n b y  th e  p u r c h a s e  or 
in s u ra n c e  f r o m  an  in s u r a n c e  c o m p a n y , —o w e v e r , th e  g o v e rn m e n t:  
body  w ould b e  a s s u m in g  th e  r i s a  of r .. • m j  s a id  e x p e n s e ,  and  w ou ld  
a l lo c a te  an a m o u n t  e q u a l to  a p p ro x im a te ly  5 b of the  p a y ro l l  of i ts  
e m p lo y e e s  to  s e lf - in s u re  th e  m l ,  T ne a m o u n t a l lo c a te d  by the  
g o v e rn m e n ta l  body  w ould  be  in a n c L io u  .o m e p r e s e n .  s a la r y  p .id  
to e m p lo y e e  a.

Such  p la n s  a r e  s p e c if ic . .L y  p r o /m e d  fo r u n d e r  S e c tio n  105 
of t.nc I n te r n a l  R e v e n u e  C o d e , a n d  tire p a re n ts  a r e  no t ta x a b le  
in co u .e  to th e  e m p lo y e e s . H o w e v e r , .io not find  any  : p a c if ic  
s ta tu a x o ry  a u th o r i ty  f: r  auc.r ^ ia n o  in  Souu.i C a ro lin e  .

V. e would ap p rec ia te  your c u o rm in :^  n as  t the mcc. e 
t. x c o n s e q u e n c e s  of s u c h  a p la n  to tn e  in d iv , uni employ- ec un 
South C. ro lin a  1 w.

S .ne  2rei>  you.’ ,

D a v id  A . M e r l in e

id  57
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STATE OF SOUTH CAROLINA
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November 17, 1971

by

D r. R onald  C. H orn , CLU, CPCU

and

D r. John  E . S t i n t o n ,  CLU
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INTRODUCTION

In  th e  1971-72  A p p r o p r ia t io n s  B i l l ,  th e  S ou th  C a r o l in a  G e n e ra l 

A ssem bly  a l l o c a t e d  fu n d s to  th e  S t a te  P e r s o n n e l  D iv is io n  f o r  th e  p u rp o se  

o f  d e v e lo p in g  a s u i t a b l e  h e a l t h  in s u ra n c e  b e n e f i t  p rogram  f o r  a l l  s t a t e  

e m p lo y e e s . I t  i s  a n t i c i p a t e d  t h a t  (1) such  a p rogram  w i l l  become 

e f f e c t i v e  J u ly  1 , 1972 and (2 ) th e  S t a t e ’ s p o r t i o n  o f  the  i n i t i a l  fu n d ­

in g  o f  th e  p ro g ram  w i l l  be a p p r o p r i a t e d  by th e  1972 G e n e ra l A ssem bly .

E a r l i e r  e f f o r t s  to  e s t a b l i s h  a s t a t e - s p o n s o r e d  h e a l t h  in s u ra n c e  

p ro g ram  r e s u l t e d  in  th e  p u b l i c a t i o n  o f  th e  F e b ru a ry ,  1969 " R e p o rt o f 

The C om m ittee To S tu d y  M ed ica l And H o s p i ta l  In s u ra n c e  P rogram s S u i t a b l e  

F o r S t a t e  E m p lo y e e s ,” w hich  r e p o r t  c o n ta in s  th e  recom m endations o f  th e  

c o m m ittee  a p p o in te d  p u r s u a n t  to  a 1968 C o n c u rre n t R e s o lu t io n  o f th e  

G e n e ra l  A ssem bly . T h is  C om m ittee recom m ended, among o th e r  t h i n g s ,  t h a t

“S o u th  C a r o l in a  s t r u c t u r e  and p a r t i c i p a t e  in  a h e a l t h  in s u ra n c e  p ro g ram  

f o r  S t a t e  em p lo y ees  a s  one m eans f o r  m o u ld in g  S t a te  c a r e e r  s e r v i c e " .  

S h o r t l y  a f t e r  th e  C o m m itte e ’ s fo rm a l r e p o r t  was p r e s e n te d  t o  the  S t a te  

S e n a te  on F e b ru a ry  7 ,  1969, th e  c o n s u l t in g  f i r m  o f  T ow ers, P e r r i n ,  

F o r s t e r  and C rosby  was r e t a in e d  to  e x p lo r e  th e  t e c h n i c a l  a s p e c t s  in  

g r e a t e r  d e t a i l .  I n  M arch , 1 9 7 0 , T .P .F .&  C. s u b m it te d  i t s  " R e p o rt On 

M e d ic a l P la n  F o r S t a t e  E m ployees” to  th e  S t a t e  D i r e c t o r  o f P e r s o n n e l .  

H ow ever, f u r t h e r  l e g i s l a t i v e  a c t i o n  was d e la y e d  by b u d g e t c o n s id e r a t i o n s

u n t i l  th e  P e r s o n n e l  D iv is io n  was d i r e c t e d  to  resum e i t s  p la n  d e s ig n  

a c t i v i t i e s  in  th e  summer o f  1971 . By t h i s  t im e ,  much o f  th e  i n f o r ­

m a tio n  c o n ta in e d  in  th e  two e a r l i e r  r e p o r t s  had become o u td a te d ,  a

x b 'J J
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w a g e -p r ic e  f r e e z e  was in  th e  m ak ing , th e  S t a t e  was fa c e d  w ith  i n c r e a s i n g

demands on l im i te d  f i n a n c i a l  r e s o u r c e s ,  g e n e r a l  econom ic c o n d i t io n s  had

changed and renew ed i n t e r e s t  in  n a t i o n a l  h e a l t h  in s u ra n c e  had i n t e n s i ­

f i e d .  A c c o rd in g ly , th e  a u th o r s  w ere asked  to  c o n d u c t an in - d e p th s tu d y

o f  the m a t t e r ,  in  th e  l i g h t  o f  th e  new c o n d i t io n s  and th e  e a r l i e r

r e p o r t s ,  and to  su b m it t h e i r  f in d in g s  to  th e  S t a te  D i r e c to r  o f  P e r s o n n e l

EMPLOYEE CENSUS DATA

A t th e  s u g g e s t io n  o f  th e  a u t h o r s ,  i n i t i a l  e f f o r t s  w ere d i r e c t e d  

tow ard s e c u r in g  c o m p reh en siv e  "em ployee  c e n s u s "  d a ta  f o r  a l l  s t a t e  

e m p lo y e e s . I f  an em ployee b e n e f i t  p la n  i s  to  be t a i l o r e d  to  th e  p a r t i ­

c u l a r  n e e d s  o f  a g ro u p , i t  i s  a b s o lu t e ly  e s s e n t i a l  to  have d e t a i l e d

breakdow ns o f  e a r n in g s ,  s e x ,  m a r i t a l  s t a t u s  and age d i s t r i b u t i o n s .  But

su ch  in fo rm a tio n  was n o t ,  a t  th e  o u t s e t ,  r e a d i l y  a v a i l a b l e  in  u s a b le  

fo rm . The l im ite d  d a ta  a v a i l a b l e  p e r t a in e d  o n ly  to  th o s e  s t a t e  em­

p lo y e e s  now u nder the  new P e r s o n n e l  C l a s s i f i c a t i o n  System  (a b o u t 85% 

o f  th e  t o t a l ) , and i t  was i n s u f f i c i e n t l y  d e t a i l e d  f o r  th e  p u rp o se  a t

h a n d . T h u s , th e  s t a f f  o f  th e  P e r s o n n e l  D iv is io n  w orked d i l i g e n t l y  f o r

s e v e r a l  m onths to  o b ta in  th e  a d d i t i o n a l  d a ta  and sum m arize i t  in  a form

t h a t  w ould f a c i l i t a t e  m e a n in g fu l a n a l y s i s .

S in c e  th e  r e s u l t s  o f  t h i s  i n i t i a l  d a t a - g a t h e r i n g  phase  sh o u ld  be

e x tre m e ly  u s e fu l  in  num erous f a c e t s  o f  S t a te  g o v e rn m e n t, th e y  a r e  r e p r o ­

duced in  d e t a i l  i n  A ppendix A o f  t h i s  r e p o r t .  From T a b le  1 , w h ich  

sum m arizes the  cen su s d a ta  f o r  a l l  3 2 ,8 1 0  S t a t e  em p lo y ees  as  o f  O c to b e r

2 7 , 1971, the fo llo w in g  F ig u re s  seem e s p e c i a l l y  n o te w o rth y :

-2-
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1 . E a rn in g s  -  A s i g n i f i c a n t l y  la r g e  p o r t i o n  o f  th e  group 

i s  a t  th e  low er end o f  th e  s a l a r y  s c a l e .  About 

1 3 ,4 0 0  e m p lo y e e s , o r  40% o f  th e  t o t a l  num ber,

make l e s s  th a n  $ 5 ,0 0 0  p e r  y e a r .  N e a r ly  54% make 

l e s s  th a n  $ 6 ,0 0 0  p e r  y e a r  and 65% make l e s s  th a n  

$ 7 ,0 0 0  p e r  y e a r .  On th e  o t h e r  h a n d , o n ly  15% 

o f  th e  em ployees have e a rn in g s  in  e x c e s s  o f 

$ 1 0 ,0 0 0  p e r  y e a r .  (Of th e  5 ,1 3 9  em p loyees who 

have s a l a r i e s  e x c e e d in g  $ 1 0 ,0 0 0  p e r  y e a r ,  ab o u t 

50% a r e  em ployed by th e  s t a t e  c o l l e g e s  o r  u n i ­

v e r s i t i e s )  .

2 . Sex -  The S t a te  em ploys 18 ,532  m ales  (56.5%  o f  

th e  t o t a l )  and 14 ,2 7 8  fem a le s  (43.5%  o f th e  

t o t a l ) .  H ow ever, n e a r l y  80% o f  th e  fem a le s  

make l e s s  th a n  $ 7 ,0 0 0  p e r  y e a r .

3 .  M a r i ta l  S t a tu s  -  A bout 74% o f  th e  em p loyees  a r e  

m a r r ie d ,  21% a re  s in g l e  and a n o th e r  5% a r e  d i ­

v o r c e d .  As one m ig h t e x p e c t ,  th e  v a s t  m a jo r i t y  

o f  th e  s i n g l e  and d iv o rc e d  em ployees a re  in  

a n n u a l e a r n in g s  c a te g o r i e s  o f  l e s s  th a n  $ 1 0 ,0 0 0 .

4 .  Ages -  The em ployees a r e  d e c id e ly  " y o u n g e r” th a n  

one m ig h t have  e x p e c te d  f o r  a g roup  o f  S t a t e  

e m p lo y e e s . Over 30% o f  th e  em p loyees a re  l e s s  

th a n  30 y e a r s  o f age and n e a r ly  75% a r e  l e s s  

th a n  50 y e a r s  o f  a g e . The m ed ian  age o f th e

g roup  l i e s  somewhere be tw een  age 35 and 3 9 .

O nly 1.4% o f  th e  em p loyees  a re  65 y e a r s  o f  

age o r  o l d e r .
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W hile th e  f o re g o in g  f a c t s  r e p r e s e n t  o n ly  a s m a ll  sam ple from  th e  

d a ta  in c lu d e d  in  th e  A p p en d ices  o f  t h i s  r e p o r t ,  p re h a p s  th e y  w i l l  a t  

l e a s t  s e rv e  t o  h i g h l i g h t  some o f  th e  r e l e v a n t  c h a r a c t e r i s t i c s  o f  th e  

g roup  f o r  w h ich  a h e a l t h  in s u r a n c e  p la n  i s  to  be d e s ig n e d .  Each o f  

th e s e  c h a r a c t e r i c s  w i l l  be exam ined  in  g r e a t e r  d e t a i l  i n  l a t e r  s e c t i o n s

o f  th e  r e p o r t .

TOTAL PAYROLL DATA

B ecause  o f  th e  o b v io u s  i m p l ic a t i o n s  f o r  a l t e r n a t i v e  a rra n g e m e n ts  

to  fund  a  s t a t e - s p o n s o r e d  h e a l t h  in s u r a n c e  p ro g ra m , th e  P e r s o n n e l  D i­

v i s i o n  was a sk e d  to  d e v e lo p  p a y r o l l  in fo r m a t io n  f o r  th e  f i s c a l  y e a r  

1970 -7 1 . The r e l e v a n t  f i g u r e s ,  b a se d  on P e r s o n n e l  D iv is io n  e s t i m a t e s ,

a re  a s  f o l lo w s :

1. T o ta l  S t a t e  P a y r o l l  F o r F i s c a l  Y ear 1970-71 $ 2 2 9 ,5 3 2 ,9 3 8

2 . L ess Amount P a id  From F e d e ra l  Funds -  4 1 ,7 6 5 ,8 0 0

3 . B a la n ce $ 1 8 7 ,7 6 7 ,1 3 8

4 . L ess S t a te  Highway D ep a rtm en t P a y r o l l  
(Funded T hrough  I t s  Own R e v e n u e -P ro d u c in g
S o u rc e s ) -  3 6 ,1 6 6 ,7 9 3

5 . T o ta l  P a y r o l l  From ( S ta t e )  G e n e ra l 
A p p r o p r ia t io n s

$ 1 5 1 ,6 0 0 ,3 4 5

A lth o u g h  th e f i g u r e s  f o r  th e  f i s c a l  y e a r  1972-73  p ro b a b ly w i l l  be

somewhat h i g h e r ,  th e  d a ta  p r o v id e  a s a t i s f a c t o r y  b a s i s  f o r  p r e l i m i ­

n a ry  in s u r a n c e  c o s t  e s t i m a t e s .
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SURVEY OF OTHER STATE HEALTH INSURANCE PROGRAMS

In  J u l y ,  1971, th e  P e r s o n n e l  D iv is io n  c o n d u c te d  an u p - to - d a te  

su rv e y  o f  th e  b e n e f i t  p r o v i s i o n s  and f in a n c in g  a rra n g e m e n ts  in  s t a t e  

h e a l t h  in s u r a n c e  p la n s  o f  th e  ty p e  now u n d e r c o n s id e r a t i o n  f o r  S o u th  

C a r o l in a .  T w e n ty - f iv e  s t a t e s  re sp o n d e d  w ith  some d e t a i l  a b o u t th e  

p la n s  now in  fo rc e  in  t h e i r  r e s p e c t i v e  s t a t e s .  A copy o f  th e  s u rv e y  

r e s u l t s  i s  in c lu d e d  in  A ppendix  B. In  a d d i t i o n  to  a summary o f  each  

in d iv i d u a l  p l a n ,  th e  s u rv e y  p ro v id e s  a c o m p ariso n  among n a tio n w id e  

s t a t e  t o t a l s ,  s o u th e a s te r n  s t a t e  t o t a l s  and th e  p la n  s u g g e s t io n s  co n ­

ta in e d  in  th e  M arch , 1970 r e p o r t  p r e p a re d  f o r  th e  S t a t e  o f  S o u th  

C a r o l in a  by T .P .F .  & C. S in c e  th e  s u rv e y  r e s u l t s  s p e a k  f o r  th e m s e lv e s ,  

no f u r t h e r  e l a b o r a t i o n  seem s n e c e s s a r y  a t  t h i s  p o i n t .  The s u rv e y  f i n d ­

in g s  w ere s tu d i e d  c a r e f u l l y ,  h o w e v e r, i n  p r e p a r in g  th e  reco m m en d a tio n s  

c o n ta in e d  i n  t h i s  r e p o r t .

SOUTH CAROLINA HOSPITAL ROOM RATES

The p r e v a l in g  c h a rg e s  f o r  h o s p i t a l  room and b o a rd  o b v io u s ly  

c o n s t i t u t e  an im p o rt c o n s id e r a t io n  in  th e  d e s ig n  o f  any  h e a l t h  i n s u r ­

an ce  p l a n .  But h e re  in  S ou th  C a r o l in a ,  as e ls e w h e re  th ro u g h o u t  th e  

c o u n t r y ,  k e e p in g  t r a c k  o f  r a p id ly  r i s i n g  h o s p i t a l  c h a rg e s  i s  no e a s y  

t a s k .  F o r tu n a t e ly ,  th e  S o u th  C a r o l in a  H o s p i ta l  A s s o c ia t io n  p ro v id e d  

th e  a u th o r s  w ith  a f a i r l y  d e t a i l e d  breakdow n o f  room c h a rg e s  in  m a jo r  

h o s p i t a l s  lo c a te d  th ro u g h o u t  th e  S t a t e .  T h is  i n f o r m a t io n  , r e f l e c t i n g  

c h a rg e s  a s  o f  A u g u s t , 1971 , i s  in c lu d e d  in  A ppendix  C .

D epend ing  upon th e  l o c a t io n  and th e  ty p e  o f  a c c o m o d a tio n s  

in v o lv e d ,  p e r  d iem  r a t e s  ran g ed  from  a low o f  a b o u t $20 ( f o r  ward

- 6 -
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a c co m o d a tio n s) to  a  h ig h  o f  a b o u t $62 ( f o r  a p r iv a t e  ro o m ). I f  t h e r e  

i s  a " ty p i c a l "  c h a rg e  f o r  s e r a i - p r iv a t e  ac co m o d a tio n s  in  th e  S t a t e ,  i t  

would c u r r e n t l y  be a p p ro x im a te ly  $35 p e r  d a y . But d a i l y  s e m i - p r iv a te  

r a t e s  o f $40 o r  more a re  no  lo n g e r  uncommon, p a r t i c u l a r l y  in  th e  l a r g e r  

m e tr o p o l i ta n  a r e a s .  I t  seem s a lm o s t  i n e v i t a b l e ,  m o re o v e r, t h a t  th e

" p r e v a i l in g "  h o s p i t a l  c o s t s  w i l l  c o n t in u e  to  r i s e  a t  a r a p id  pace  

w i th in  th e  f o r e s e e a b le  f u t u r e ,  w i th  a d d i t i o n a l  in c r e a s e s  l i k e l y  even  

b e fo re  a h e a l t h  in s u ra n c e  p la n  c o u ld  be im plem ented  by th e  S t a t e .  A l l  

o f  th e se  f a c t o r s  w ere w eighed  c a r e f u l l y  in  a r r i v i n g  a t  th e  p la n  d e s ig n

and fu n d in g  s u g g e s t io n s  t o  be d i s c u s s e d  l a t e r  in  th e  r e p o r t .

COMMENTS ON THE 1969 STUDY COMMITTEE REPORT

The 1969 " R e p o rt Of The C om m ittee To S tudy M e d ic a l And H o s p i ta l  

In su ra n c e  P rogram s S u i t a b l e  F o r S t a te  E m ployees" p ro v id e d  an  e x c e l l e n t  

p o in t  of d e p a r tu r e  f o r  th e  c u r r e n t  s t u d y . T h e  in fo r m a t io n  and su g ­

g e s t io n s  c o n ta in e d  t h e r e i n  r e f l e c t  p a in s t a k in g  e f f o r t s  on th e  p a r t  o f

many d e d ic a te d  and k n o w le d g e a b le  p e r s o n s .  I t  sh o u ld  n o t  d e t r a c t  in  

any way from  th e  C o m m itte e ’ s o r i g i n a l  f i n d i n g s ,  t h e r e f o r e ,  to  acknow l­

edge th e  wisdom o f  re e x a m in in g  them  in  th e  l i g h t  o f  (a )  c u r r e n t  c o n d i­

t io n s  w hich c o u ld  n o t  have been  f o r e s e e n  and (b) th e  co m p re h en s iv e  

em ployee c e n su s  d a ta  w h ich  w ere n o t  a v a i l a b l e  to  th e  C om m ittee a t  th e  

t im e . To t h i s  e n d , th e  a u th o r s  w ould o f f e r  th e  f o l lo w in g  b r i e f  

comments on e a c h  o f  th e  C o m m ittee ’ s f o u r te e n  rec o m m en d a tio n s , in  t u r n :

^See A ppendix D f o r  a  copy o f  t h i s  r e p o r t . .
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1. "Recom m endation t h a t  S ou th  C a r o l in a  s t r u c t u r e

and p a r t i c i p a t e  in  a h e a l th  in s u r a n c e  p rogram  

f o r  S ta te  em ployees as one means o f  m o u ld in g

S ta te  c a r e e r  s e r v i c e ."

Comment: We w h o le h e a r te d ly  c o n c u r  w ith  b o th

th e  recom m endation  and th e  r a t i o n a l e  th e  com­

m i t te e  em ployed in  i t s  s u p p o r t .  B u t, f o r

re a s o n s  n o te d  l a t e r ,  we do n o t b e l i e v e  i t

w ould be a d v is a b le  to  ta k e  too  l i t e r a l l y  th e  

C o m m itte e 's  s u g g e s tio n  th a t  th e  sy s te m  be 

"co m p arab le  to  t h a t  which G e o rg ia  has s t r u c ­

tu r e d " .

2 .  "R ecom m endation t h a t  ( th e )  p ro g ram  be headed  

by a h i g h - l e v e l  p o l ic y - p la n n in g ,  r u le -m a k in g

body w ith  ( th e )  S ta te  D ir e c to r  o f  P e r s o n n e l

a s  c h i e f  a d m in is t r a t iv e  o f f i c e r . "

Comment; W hile we a g re e  w ith  t h i s  g e n e ra l

a p p ro a c h , we s t r o n g ly  u rge  a d o p t io n  o f  m ore

d e f i n i t i v e  g u id e l in e s  p e r t a in i n g  t o  th e  com­

p o s i t i o n  o f  th e  B oard . For e x a m p le , we w ould 

hope t h a t  p o l i t i c a l  c o n s id e r a t io n s  w ould p la y  

a b s o lu t e ly  no p a r t  in  th e  s e l e c t i o n  o f  B oard

m em bers. Some r e p r e s e n ta t i o n  from  th e  f i n a n c i a l  
*

s e c t o r  o f  S t a t e  governm ent would be n e c e s s a r y ,

o f  c o u r s e ,  b u t  we l ik e w is e  b e l i e v e  t h a t  th e

B oard members shou ld  in c lu d e  a t  l e a s t  some

’ -8-
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h e a l t h  in s u ra n c e  e x p e r t i s e  , a t  l e a s t  one fem ale  

and a d e q u a te  r e p r e s e n t a t i o n  o f  th e  em ployees 

th e m se lv e s  (p e rh a p s  th ro u g h  th e  S t a te  E m p lo y ee 's  

A s s o c i a t i o n ) .

3 . "R ecom m endation t h a t  ( th e )  p rogram  be funded  by

a l l o c a t i o n  o f  an  amount n o t  e x c e e d in g  3% o f  

t o t a l  o u t l a y  f o r  p e r s o n a l  s e r v i c e s " .

Comment: We i n t u i t i v e l y  f e e l  t h a t  a 3% a l l o c a t i o n  

w ould be a f f o r d a b le  by  th e  S t a t e ,  and t h a t  i t  

would p ro v id e  a  f a i r l y  r e a s o n a b le  l e v e l  o f  b e n e ­

f i t s .  H ow ever, we ta k e  s h a rp  i s s u e  w ith  th e  

s u g g e s t io n  t h a t  th e  S t a t e ' s  a l l o c a t i o n  sh o u ld  

" n o t  a p p ly  to  t h a t  p o r t i o n  o f  m o n th ly  s a l a r y  

e x c e e d in g  $ 7 0 0 " . I n d e e d , we b e l i e v e  t h a t  t h i s  

l a t t e r  s u g g e s t io n  i s  b a sed  upon a f a u l t y  p re m is e .

The m ain e f f e c t  o f  su ch  a l i m i t  w ould be to  low er

th e  S t a t e ' s  t o t a l  a l l o c a t i o n ;  c o n s e q u e n t ly ,  i t  

w ould be n e c e s s a r y  t o  low er th e  l e v e l  o f  b e n e ­

f i t s  o r  in c r e a s e  th e  a l l o c a t i o n  p e r c e n ta g e .

T h ere  i s  n o  n e c e s s a ry  r e a s o n ,  m o re o v e r , f o r  

th e r e  to  b e  a d i r e c t  r e l a t i o n s h i p  b e tw een  th e  

S t a t e ' s  t o t a l  a l l o c a t i o n  to  th e  p la n  and an 

i n d iv i d u a l  e m p lo y e e 's  l e v e l  o f  c o n t r i b u t i o n .

4 .  "Recom m endation t h a t  e n a b l in g  l e g i s l a t i o n  in c lu d e  

p r o v is io n s  w hich G e o rg ia  added  by l a t e r  am endm ents" 

Comments: We a g r e e .  The p r o v is io n s  to  w hich
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th e  C om m ittee r e p o r t  r e f e r s  p e r t a i n  to  i n c l u s io n  

o f  G e n e ra l A ssem bly members and s u b s e q u e n t  e l i ­

g i b i l i t y  o f  p e rs o n s  who o r i g i n a l l y  d e c l in e d  to  

p a r t i c i p a t e .  Our s p e c i f i c  s u g g e s t io n s  a re  

in c lu d e d  in  o u r p la n  d e s ig n  a l t e r n a t i v e s ,  w h ich

a r e  o u t l i n e d  in  a l a t e r  s e c t i o n .

5 .  "R ecom m endation as to  d e f i n i t i o n  o f  ’ e m p lo y e e ’ 

u n d e r  su ch  p ro g ra m ".

Comment: As w i l l  be n o te d  l a t e r ,  o u r  c o n c e rn

h e re  i s  tw o fo ld .  F i r s t ,  we f e e l  t h a t  d e f i n i t i o n  

o f  " f u l l - t i m e "  em ployee o u g h t to  in c lu d e  th e  

many p e r s o n s  who work m ore th a n  tw e n ty  h o u rs  

p e r  week f o r  m ore th a n  f i v e  m on ths a y e a r ,  b u t  

who a r e  n o t  c u r r e n t l y  c o n s id e r e d  " f u l l - t i m e "  

f o r  o t h e r  p u r p o s e s .  S eco n d , w h ile  we b e l i e v e  

i n c l u s i o n  o f  r e t i r e e s  i s  an a d m ira b le  o b j e c t i v e ,

we a r e  m in d fu l o f  th e  f a c t  t h a t  t h i s  m ig h t have 

a s i g n i f i c a n t  im p ac t on t o t a l  p la n  c o s t s .  A l l  

o f  o u r  p la n  d e s ig n  s u g g e s t io n s  ta k e  n o te  o f  

t h i s  b y  s u g g e s t in g  P a r t  B " m e d ic a re "

c o v e ra g e  f o r  m e d ic a re  e l i g i b l e s .

6 .  "R ecom m endation t h a t  (a )  h e a l t h  in s u r a n c e  s t a b i ­

l i z a t i o n  fund  be a u th o r iz e d  w i th  p o t e n t i a l  a s  

( a )  s o u rc e  o f  ( th e )  S t a t e ’ s p o r t i o n  o f  h e a l t h  

in s u r a n c e  premium, f o r  r e t i r e e s " .

Comment: We have no s t r o n g  o b j e c t i o n s  to  th e
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g e n e r a l  n o t io n  o f  e s t a b l i s h i n g  a “ s t a b i l i z a t i o n  

fund” p e r  s e , b u t  we c a n n o t e n d o rs e  th e  id e a

c

e n t h u s i a s t i c a l l y  on th e  b a s i s  o f  th e  l im i te d  

in fo r m a t io n  g iv e n  in  th e  C o m m ittee ’ s fo rm a l 

r e p o r t .  Nor do we b e l i e v e  t h a t  such  a fund

i s  th e  “ e s se n c e  in  f a b r i c a t i n g  th e  p rog ram "

recommended by th e  C om m ittee . W hether t h i s

k in d  o f  fund i s  n e c e s s a r y  o r  d e s i r a b l e  dep en d s 

e n t i r e l y  on th e  n a tu r e  o f  th e  p rog ram  a d o p te d .

And th e  C om m ittee d id  n o t ,  o f  c o u r s e ,  a d d re s s

i t s e l f  to  th e  b e n e f i t  d e t a i l s  o f  th e  p l a n .

One can  o n ly  i n f e r  t h a t  th e  C om m ittee f e l t  

'  su ch  a fund to  be n e c e s s a r y  b e c a u se  i t  e n ­

v i s io n e d  a p la n  p ro m is in g  a f ix e d  l e v e l  o f

b e n e f i t s  o r  s e r v i c e s  (and  v a r i a b l e  c o s t s )  .

I f  such  a fund  i s  c r e a t e d ,  we p r e f e r  to  se e  some

l i m i t a t i o n s  on i t s  s i z e ,  e . g .  t h a t  i t  sh o u ld  n o t  

ex ceed  an  amount d e te rm in e d  p e r i o d i c a l l y  by a 

q u a l i f i e d  in d e p e n d e n t a c tu a r y ,  and we f u r t h e r

b e l i e v e  th e  l e g i s l a t i o n  sh o u ld  in c lu d e  a c l e a r  

s ta te m e n t  o f th e  f u n d ’ s p u rp o s e .

7 . “Recom m endation t h a t  a l th o u g h  ( th e )  S t a t e  p a y , 

i f  p o s s i b l e ,  th e  l a r g e r  p a r t  o f  th e  prem ium

u n d e r th e  P la n ,  th e  em ployee c o n t r i b u t e  su b ­

s t a n t i a l l y  tow ard  paym ent o f  th e  prem ium  

w h e th e r  f o r  ’ s i n g l e ’ c o v e ra g e  o r  ’ f a m i ly ’ 

c o v e r a g e . ”
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Comment: We f in d  o u r s e lv e s  in  th e  u n c o m fo r ta b le

p o s i t i o n  o f  a g r e e in g  g e n e r a l l y  w ith  th e  b a s ic  

recom m endation  b u t d i s a g r e e in g  w ith  th e  r a t i o n ­

a l e  o f f e r e d  by th e  C om m ittee . T here  a re  some 

who b e l i e v e  t h a t  em ployee c o n t r i b u t i o n s  r e s u l t  

in  a ’’g r e a t e r  a p p r e c i a t i o n ” o f  th e  p la n  by th e

em p lo y e es . T h is  p r o p o s i t i o n  may c o n ta in  an

e le m e n t o f  t r u t h .  H ow ever, th e  m ajo r a rgum ent

in  f a v o r  o f  em ployee c o n t r i b u t i o n s  i s  much

more p e r s u a s iv e .  G iven  a s p e c i f i e d  le v e l  o f

S t a t e  f in a n c in g  , em ployee c o n t r i b u t i o n s  p e rm it

a much more f a v o r a b le  and g e n e ro u s  b e n e f i t

s t r u c t u r e .  T h is  a rg u m en t m ust be tem p ered ,

a s  a p r a c t i c a l  m a t t e r ,  by th e  n e c e s s i t y  o f

m e e tin g  i n s u r e r  p a r t i c i p a t i o n  minimums. I f  

em ployees c a n n o t a f f o r d  th e  p r e s c r ib e d  l e v e l

o f  c o n t r i b u t i o n s ,  o r  o th e r w is e  deem th e  c o n t r i ­

b u t io n s  e x c e s s iv e ,  th e y  may n o t e l e c t  to  p a r t i ­

c i p a t e  and th u s  th e  e n t i r e  p la n  may f a i l .  Even

in  an  u n in s u re d  p la n ,  a low l e v e l  o f  p a r t i c i ­

p a t i o n  w ould have to  be c o n s id e r e d  a f a i l u r e

to  a c h ie v e  th e  in te n d e d  o b j e c t i v e s .  F in a l ly ,  

em ployee c o n t r i b u t i o n  l e v e l s  sh o u ld  n o t be 

s e t  w ith o u t  due r e g a rd  to  th e  p r e v a i l i n g

p r a c t i c e s  o f  ’’c o m p e t i to r ” e m p lo y e rs . We

b e l i e v e  o u r  p la n  d e s ig n  s u g g e s t io n s  r e f l e c t

p r o p e r  c o n s id e r a t io n  o f  a l l  such  f a c to r s

r
i.
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8. "Recom m endation t h a t  ( th e )  p la n  in c lu d e  

c o n v e rs io n  p r i v i l e g e  b u t w ith o u t  'l o a d i n g '

by i n s u r e r  fo r  such p u r p o s e ."

Comment; We a re  i n c l in e d  to  f e e l  t h a t  t h i s

a p p ro a c h  would im pose an undue h a rd s h ip  on

em ployees who te r m in a te  f o r  re a s o n s  o f  poor

h e a l t h  (and a r e  n o t e l i g i b l e  fo r  r e t i r e m e n t ) .

S in c e  th e  p r a c t i c e  w ould u n d o u b te d ly  g iv e  r i s e

to  more s e r io u s  a d v e rs e  s e l e c t i o n  th a n  th a t

w hich  i s  in h e r e n t  i n  th e  cu sto m ary  a rra n g e m e n t, 

th e  i n s u r e r 's  c o n v e rs io n  c h a rg e , a ssum ing  an

in s u r e d  p la n ,  would p ro b a b ly  be v e ry  h ig h .

As s u c h , i t  would e f f e c t i v e l y  p re c lu d e  con­

v e r s io n s  by te r m in a t in g  em p lo y ees . A b e t t e r

a p p ro a c h  i s  to  r e q u i r e  t e r m in a t in g  and con­

v e r t i n g  em ployees to  undergo  a p h y s ic a l  exam.

C o n v e rs io n  c h a rg es  f o r  u n in s u r a b le s  (o n ly )

w ould be le v ie d  a g a in s t  th e  re m a in in g  g roup .

9. "Recom m endation t h a t  b e n e f i t  p r o v is io n s  and

c o v e ra g e  d e t a i l s  be l e f t  to  th o s e  a d m in is te r in g

the P la n ."

Comment: We do n o t c o n c u r . In  f a c t ,  we do n o t

b e l i e v e  t h a t  b e n e f i t  and c o v e ra g e  m a t te r s  a r e

a p t l y  d e s c r ib e d  as " d e t a i l s " .  We can  f u l l y

u n d e rs ta n d  why the- s tu d y  com m ittee  d id  no t

a t te m p t  to  fo rm u la te  c o v e ra g e  s p e c i f i c s .
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Y et I t  does n o t  fo llo w , in  o u r  o p in io n  th a t

th e s e  th in g s  sh o u ld  be l e f t  to  th e  s o le  d i s ­

c r e t i o n  o f  ’’th o se  a d m in is t e r in g  the  p l a n ."

D e c is io n s  o f  t h i s  s o r t  in s t e a d  sh o u ld  in v o lv e

a sy stem  o f  s a f e g u a r d s ,  ch eck s  and b a la n c e s

and p u b l ic  d i s c u s s io n s .

10 . "R ecom m endation th a t  ( th e )  S t a t e  assum e a

m a jo r  r o l e  in  ( th e )  a d m i n i s t r a t io n  o f  ( th e )

g roup  in s u r a n c e  p ro g ra m ."

Comment: I f  th e  p la n  to  be a d o p te d  i s  e i t h e r

u n in s u r e d  o r  o n ly  p a r t i a l l y  in s u re d  th io u g h  a

com m erc ial i n s u r e r ,  th e  S t a te  w o u ld , in e s c a p a b ly ,

p la y  a m a jo r  r o l e  in  p la n  a d m i n i s t r a t i o n .

W hether th e  S t a t e  sh o u ld  e l e c t  a w h o lly  o r

p a r t i a l l y  u n in s u re d  a p p ro a c h  i s  to  be d e a l t

w i th  in  l a t e r  s e c t io n s  o f  t h i s  r e p o r t .

I f  th e  p la n  i s  to  be i n s u r e d ,  on the

o t h e r  h a n d , we do n o t a g re e  w ith  th e  above

reco m m en d a tio n . I t  i s  t r u e  enough , a s  th e

C om m ittee n o te d , t h a t  th e  s i z e  o f  an i n s u r e r ’ s 

" r e t e n t i o n "  w buld depend upon th e  e x te n t  to

w hich  th e  S t a te  assum ed r e s p o n s i b i l i t y  fo r

p la n  a d m i n i s t r a t i o n .  But we q u e s t io n  w hether

any  r e d u c t io n  in  i n s u r e r  r e t e n t i o n  would n o t ,

in  f a c t ,  r e s u l t  in . a n e t  r e d u c t io n  in  p la n

c o s t .  To a c h ie v e  any  n e t  s a v in g s ,  th e  S ta te
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m ust p ro v id e  c o m p arab le  a d m i n i s t r a t i v e  s e r v i c e s

more e f f i c i e n t l y  and in e x p e n s iv e ly  th a n  a com­

m e r c ia l  i n s u r e r .  From f i r s t - h a n d  e x p e r ie n c e s

in  s i m i l a r  s i t u a t i o n s ,  th e  a u th o r s  a r e  k e e n ly

aw are  o f  th e  f a c t  t h a t  to o  o f t e n  a l l e g e d  s a v in g s

a r e  r e a l l y  j u s t  ’’d i s g u i s e d "  e x p e n se s  r e s u l t i n g

from  in c o m p le te  c o s t  a c c o u n t in g .  H ence, we

s u g g e s t  t h a t  th e  S t a t e  w ould be w e ll  a d v is e d

to  a c c u m u la te  c o s t  a c c o u n t in g  f ig u r e s  o v e r ,

s a y ,  a tw o -y e a r  p e r io d  be fo re  a g r e e in g  to

assum e an y  m a jo r  a d m i n i s t r a t i v e  b u rd e n . Even

th e n ,  i t  sh o u ld  do so o n ly  i f  n e t  c o s t  s a v in g s  

can  be d e m o n s tra te d  c l e a r l y .

We l ik e w is e  hav e  some r e s e r v a t i o n s  a b o u t

th e  S t a t e  i n v o lv in g  i t s e l f  u n d u ly  in  i n d iv id u a l

c la im s  d i s p u t e s .  One o f  th e  m a jo r  a d v a n ta g e s  o f

h a v in g  a co m m erc ia l h e a l t h  i n s u r e r ,  we b e l i e v e ,

i s  t h a t  th e  i n s u r e r  s e r v e s  a s  a " b u f f e r "  b e tw een

th e  em p lo y er and  th e  d i s s a t i s f i e d  c la im a n t  (who,

more o f t e n  th a n  n o t ,  i s  m aking u n r e a s o n a b le  dem ands) 

T h is  i s  n o t  to  s u g g e s t  t h a t  th e  S t a te  w hould  n e v e r

become in v o lv e d  in  c la im s  p ro b le m s . But r a t h e r

t h a t  th e  S t a t e ,  th ro u g h  i t s  pow er a s  a l a r g e

b u y e r ,  i n s i s t  on p ro m p t, f a i r  s e t t l e m e n t  o f  a l l  

j u s t  c la im s - - n o  m ore , no l e s s .  P e rh a p s  t h i s  i s

a l l  t h a t  was in te n d e d  in  th e  C o m m itte e ’ s
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recommenda t i o n .

11 . "R ecom m endation t h a t  ( th e )  b e n e f i t  p rog ram  be 

n o n o p t io n a l  w ith  c o o r d in a t io n  o f  b e n e f i t  and

M e d ic a re  l i m i t a t i o n s . "

Comment: The o n ly  th in g  we o b j e c t  to  h e re  i s  

th e  " n o n - o p t io n a l "  a s p e c t  o f  th e  reco m m en d a tio n . 

The Com m ittee u rg ed  e s ta b l i s h m e n t  o f  "a  s in g l e  

p ro g ram  a p p l i c a b l e  to  a l l  w i th o u t  o p t io n s  a s

to  d i f f e r e n t  ra n g e s  o f  b e n e f i t s " .  In  th e

c o n te x t  o f th e  e n t i r e  r e p o r t ,  i t  seem s c l e a r

t h a t  th e  C om m ittee was h e re  d i r e c t i n g  i n s e l f

to  th e  i s s u e  o f  w h e th e r  em p loyees s h o u ld  be

p e r m i t te d  to  e l e c t  " h ig h "  o r  " lo w "  o p t io n s

s i m i l a r  to  th o se  a v a i l a b l e  in  th e  B lue C ro ss -

S h ie ld  p la n s  f o r  f e d e r a l  e m p lo y e es . W hile  we

a g re e  th a t  p e r m i t t in g  such  a c h o ic e  w ould n o t

be a d v i s a b l e ,  t h i s  do es  n o t  p r e c lu d e  h a v in g

p r e s c r ib e d  b u t d i f f e r e n t  b e n e f i t  s t r u c t u r e s

f o r  d i f f e r e n t  c l a s s e s  o f  e m p lo y e es . The

m e r i t s  o f  th e  l a t t e r  a p p ro a c h  w i l l  be e la b o ­

r a t e d  upon in  a s e c t io n  on p la n  d e s ig n  a l t e r ­

n a t i v e s  .

A r e l a t e d  q u e s t io n  i s  w h e th e r  th e  p ro p o se d

p la n  sh o u ld  - o r  can bd1 - "co m p u lso ry "  f o r  a l l  

S t a t e  em p lo y ees . On b o th  l e g a l  and p r a c t i c a l  

g ro u n d s , we s e r i o u s l y  d o u b t t h a t  th e  p la n  c o u ld  

be made co m p u lso ry  f o r  em p lo y ees  a l r e a d y  em ployed



a t  th e  tim e th e  p la n  i s  i n s t a l l e d .  For them .

th e  p la n  i t s e l f  w ould have to  be o p t io n a l  and

t h i s ,  in  t u r n ,  means t h a t  i t  w i l l  have to  be

a t t r a c t i v e  enough to  a s s u r e  t h a t  a t  l e a s t  the

r e q u i r e d  p e rc e n ta g e  o f  th o se  e l i g i b l e  w i l l

e l e c t  to  p a r t i c i p a t e .  For em ployees h i r e d

a f t e r  p la n  i n s t a l l a t i o n ,  p a r t i c i p a t i o n  in  th e

p la n  c o u ld  be made a c o n d i t io n  o f  em ploym ent.

A t l e a s t  th e r e  i s  am ple p re c e d e n t  fo r  t h i s

a p p ro a c h  in  s i m i l a r  g ro u p s .

A r e l a t e d  q u e s t io n  i s  w h e th e r  in d iv id u a l

s t a t e  a g e n c ie s  sh o u ld  be a llo w e d  th e  r i g h t  to

e l e c t  o u t  o f  th e  p la n ,  p e rh a p s  by a v o te  o f

i t s  e m p lo y ees . The Com m ittee u rg ed  t h a t  th e

p la n  be e l e c t i v e  a s  r e g a rd s  th e  S ou th  C a ro lin a

P o r t s  A u th o r i ty  and  th e  P u b l ic  S e rv ic e  A u th o r i ty ,

f o r  exam ple, b e c a u se  b o th  a g e n c ie s  a r e  s e l f -

s u p p o r te d  f i n a n c i a l l y  and th e y  r e c e iv e  no S t a te

a p p r o p r i a t i o n s .  O th e r  th an  th e s e  two a g e n c ie s ,

th e  C om m ittee r e p o r t  d id  n o t d e a l  s p e c i f i c a l l y

w ith  th e  m a t te r  o f  agency  e l e c t i o n s  a n d , h e n c e ,

we can o n ly  i n f e r  t h a t  th e  p ro p o se d  h e a l th

in s u r a n c e  p la n  was to  be com pu lso ry  f o r  a l l

o t h e r  a g e n c ie s  (b u t  e l e c t i v e  a s  r e g a rd s  t h e i r

i n d iv i d u a l  em ployees a t  th e  in c e p t io n  o f  th e

p l a n ) .  A lth o u g h  t h i s  a p p ro a c h  may be p r e f e r a b l e

to  th e  a l t e r n a t i v e s ,  we do f e e l  t h a t  i t  i s

|  16(?b
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im p o r ta n t to  d i s t i n g u i s h  be tw een  ag en cy  e l e c t i o n s  

and in d iv id u a l  em ployee e l e c t i o n s .  F o r ex am p le , 

a d v e rse  s e l e c t i o n  p ro b lem s a r e  a s s o c i a te d  more

w ith  th e  l a t t e r  th a n  the  fo rm er k in d  o f  e l e c t i v e

p r o v is io n .  And e i t h e r  k in d  o f  e l e c t i o n  p o se s  a

c h a lle n g e  in  te rm s  o f  m e e tin g  minimum i n s u r e r  

p a r t i c i p a t i o n  r e q u ir e m e n ts  ( f o r  c o n t r i b u to r y  

p la n s ,  n o rm a l ly  a t  l e a s t  757. o f  th e  e l i g i b l e  

group m ust e l e c t  to  p a r t i c i p a t e  b e fo r e  th e  p la n

c o u ld  become o p e r a t i v e ) .

12 . "R ecom m endation t h a t  e n a b l in g  l e g i s l a t i o n  in c lu d e  

a u t h o r i t y  f o r  s e l f - i n s u r a n c e  p ro g ra m ."

Comment; The te rm  " s e l f - i n s u r a n c e "  i s  u sed  to

mean so many d i f f e r e n t  th in g s  t h a t  i t  i s  n o t  

a t  a l l  c l e a r  w h a t th e  C om m ittee may h av e  had  

in  m ind. H e r e ,  we w ould o n ly  l i k e  to  make th e  

p o in t  t h a t  t h e  i s s u e s  in v o lv e d  a r e  e x c e e d in g ly  

com plex . As s u c h , we w ould s t r o n g l y  oppose  

l e g i s l a t i o n  t h a t  w ould g iv e  " a u t h o r i t y "  to  

e s t a b l i s h  s e l f - i n s u r a n c e  to  anyone  o t h e r  th a n

th e  S outh  C a r o l in a  G e n e ra l A ssem b ly .

13. "R ecom m endation  t h a t  t e a c h e r s ,  t h e i r  a s s o c i a t i o n s

and  th e  G e n e ra l  A ssem bly  c o n s id e r  s tu d y  o f  a 

s im i l a r  o r  c o m p a ra b le  p la n  f o r  t e a c h e r s  a t  some

fu r tu re  t im e ."

Comment; T h i s  i s  a m a t te r  w e l l  beyond th e  scope

u - 1 6 x 0
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o f  o u r  s tu d y .  Y et we a p p la u d  th e  C o m m itte e 's  

recom m endation  and hope t h a t  i t  w i l l  be g iv e n

th e  s e r i o u s  a t t e n t i o n  i t  d e s e rv e s .

14. "R ecom m endation f o r  e a r l y  im p lem e n ta tio n  o f

P l a n ."

Comment: We do n o t  f e e l  t h a t  t h i s  i s  fo r  u s

to  d e c id e .  N o n e th e le s s ,  we f e e l  i t  im p o r ta n t

to  c a l l  a t t e n t i o n  to  two m ajo r d eve lopm en ts  o f 

r e l a t i v e l y  r e c e n t  o r i g i n ;  nam ely , th e  w a g e -p r ic e  

f r e e z e  and th e  p - 'a s p e c ts  f o r  n a t io n a l  h e a l t h  

i n s u r a n c e .  Our own g e n e r a l  o b s e rv a t io n s  on  each  

o f  th e s e  two d e v e lo p m en ts  a re  p re s e n te d  in  a

l a t e r  s e c t i o n .

o
In  m aking th e  f o re g o in g  b r i e f  com m ents, we have a tte m p te d  to  be c o n s t r u c ­

t i v e .  L a rg e ly  b e c a u s e  we had a c c e s s  to  more d e f i n i t i v e  d a t a ,  we have

d is a g r e e d  w ith  th e  C om m ittee on v a r io u s  t e c h n i c a l  q u e s t io n s .  N e v e r­

t h e l e s s ,  we e n t h u s i a s t i c a l l y  e n d o rs e  th e  s p i r i t  o f  the  C om m ittee’ s

1969 r e p o r t .  I t  h a s  been  o f  i n v a lu a b le  a s s i s t a n c e  in  p re p a r in g  o u r

s tu d y .

COMMENTSON THE T .P .F .  & C. REPORT

As n o te d  e a r l i e r ,  th e  c o n s u l t i n g  f irm  o f  T ow ers, P e r r i n ,  F o r s t e r  

and C rosby  was a sk ed  to  su b m it i t s  recom m endations on th e  p ro p o se d  h e a l t h  

in s u ra n c e  p la n  f o r  S t a t e  e m p lo y e e s , a s  a r e s u l t  o f  w hich th e  " R e p o rt  On 

M ed ica l P la n  F or S t a t e  E m ployees" was p r e s e n te d  to  th e  S ta te  P e r s o n n e l  

D i r e c to r  in  M arch , 1970 . ( s e e  A ppend ix  E ) . The f irm  was s e le c te d

I
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b e c au se  o f  i t s  n a t i o n a l l y - r e c o g n iz e d  e x p e r t i s e  in  em ployee b e n e f i t  

p l a n n in g ,  as w e ll  as i t s  e x p e r ie n c e  in  th e  d e s ig n  and im p le m e n ta t io n  

o f  s e v e r a l  o th e r  s ta t e - s p o n s o r e d  h e a l th  in s u r a n c e  p ro g ra m s.

T .P .F .  & C . ’ s w r i t t e n  r e p o r t  i s  a le n g th y  docum ent c o n ta i n in g  

many e x c e l l e n t  s u g g e s t i o n s .  How ever, th e  r e p o r t  i s  now s e v e r a l  y e a r s  

o u t - o f - d a t e  and i t  was m ade, in  th e  f i r s t  i n s t a n c e ,  on th e  b a s i s  o f  

v e ry  l im i t e d  in f o r m a t io n .  The a u th o r s  re v ie w e d  th e  r e p o r t  c a r e f u l l y  

and f e e l  t h a t  th e  f o l lo w in g  o b s e r v a t io n s  s h o u ld  be m ade:

1 . The T .P .F . & C. r e p o r t  p ro c e e d s  on th e  e x p l i c i t  

a s su m p tio n  t h a t  t h e r e  i s  to  be a " s i n g l e , u n ifo rm  

m e d ic a l  in s u ra n c e  p la n  f o r  a l l  s t a t e  e m p lo y e e s" 

and  t h a t  such  a p la n  w i l l  -  among o t h e r  th in g s  - 

rem ove th e  " i n e q u a l i t y  and la c k  o f  b e n e f i t s  o f  

th e  c u r r e n t  s y s te m ."  We a re  n o t  s u re  w here 

th e  b a s ic  a ssu m p tio n  came fro m , b u t  we

• th o ro u g h ly  d i s a g r e e  w ith  i t .

I t  i s  v i r t u a l l y  a x io m a t ic  t h a t  t h e r e  w i l l  be 

a s in g l e  p la n  i f  t h e r e  i s  to  be a " S t a t e "  p la n  a t  

a l l .  But i t  by no m eans fo l lo w s  t h a t  i t  sh o u ld  

be a u n ifo rm  p la n  ( i . e .  th e  same b e n e f i t s ,  d e ­

d u c t i b l e s ,  e t c .  f o r  a l l  e m p lo y e e s ) .  Compared 

t o  th e  e x i s t i n g  b e n e f i t s  o f  some s i z e a b l e  S t a te  

a g e n c i e s ,  in  f a c t ,  th e  u n ifo rm  p la n  p ro p o se d  by 

T .P . F . & C. w ould ta £ e  away b e n e f i t s ,  n o t  add 

them . A c a se  in  p o in t  i s  th e  U n iv e r s i ty  o f  

S o u th  C a r o l in a  w ith  2 ,0 0 0  e m p lo y e e s , a b o u t 1 ,7 0 0  

o f  whom a re  e l i g i b l e  f o r  M ajo r M e d ic a l in s u r a n c e



b e n e f i t s  up to  a $ 5 0 ,0 0 0  maximum. The T .P .F .  &

C. r e p o r t  w ould p ro v id e  o n ly  a $ 1 5 ,0 0 0  maximum 

b e n e f i t ,  and i t  w ould in c lu d e  a lo w er d e d u c t ib le  

th a n  m ost h i g h e r - p a id  em p loyees w ant o r  n e e d .

Even th o u g h  th e  S t a t e  a g re e d  to  pay 50% o f  th e  

prem ium  (w ith  t a x e s ,  p a id  in  p a r t  by th e  em ployees 

th e m s e lv e s ) ,  we s u s p e c t  th e  T .P .F .  & C. p la n

w ould m eet w ith  c o n s id e r a b le  r e s i s t a n c e .  T h is ,

in  t u r n ,  m ig h t make i t  d i f f i c u l t  to  m eet i n s u r e r  

p a r t i c i p a t i o n  r e q u i r e m e n ts  and g e n e r a l  p la n  

o b j e c t i v e s .  In d e e d , a s t r o n g  c a s e  can  be made 

f o r  t r e a t i n g  a l l  s t a t e  c o l l e g e  and u n i v e r s i t y  

f a c u l t y  members a s  a " s e p a r a t e  g ro u p "  f o r  p la n  

p u r p o s e s .  They a r e  in  a v a s t l y  d i f f e r e n t  la b o r

m ark e t th a n  m ost S t a t e  e m p lo y e e s , many a r e  n o t

on a tw e lv e -m o n th  b a s i s  and th e y  a r e  a l l  in  th e

u p p e r end  o f  th e  incom e d i s t r i b u t i o n .

A p a r t from  th e  f o re g o in g  i s s u e ,  i t  can  be

a rg u e d  p e r s u a s iv e l y  t h a t  a  u n ifo rm  p la n  w ould 

in t r o d u c e  o r  c r e a t e  m ore " i n e q u a l i t i e s "  th a n  i t

rem oves. F l a t - d o l l a r  am ounts and d e d u c t i b l e s ,

f o r  e x am p le , a re  j u s t i f i a b l e  on e q u i ty  g ro u n d s  

o n ly  when th e  g roup  i s  r e l a t i v e l y  hom ogeneous 

in  n a t u r e .  C l e a r l y ,  t h i s  i s  n o t th e  c a s e  w ith  

th e  3 2 ,8 1 0  em p loyees  in  q u e s t i o n .  T h is  a lo n e  

s u g g e s ts  th e  d e s i r a b i l i t y  o f  s u b d iv id in g  th e
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g ro u p  i n to  two o r  more p a r t s  f o r  p la n  p u r p o s e s ,  

r e l a t i n g  the  am ount o f  the  d e d u c t ib le  to  a n n u a l 

e a r n i n g s ,  and so o n . We w i l l  r e t u r n  to  t h i s  

p o in t  in  c o n n e c t io n  w ith  o u r own p la n  s u g g e s t io n s  

G iven th e  a ssu m p tio n  t h a t  i t  i s  to  be a 

’’s i n g l e ,  u n ifo rm  m e d ic a l  in s u ra n c e  p la n ” (and 

in  v iew  o f  th e  p ro p o sed  c e i l i n g  on S t a te  p a r t i ­

c ip a t io n  in  c o s t  a t  37. o f  p a y r o l l )  , th e  r e s t  o f  

th e  T .P .F . & C. p la n  d e s ig n  s u g g e s t io n s  fo llo w  an 

a c c e p ta b le  g e n e r a l  p a t t e r n .  We w ould change many 

o f th e  s p e c i f i c s ,  how ever, and have  done so  in  

o u r own p la n  a l t e r n a t i v e s .  The more im p o r ta n t  

p o in t  to  be made h e re  i s  a f a i r l y  s u b t l e  o n e .

By assum ing  a m e d ic a l  in s u ra n c e  p la n  in  th e  f i r s t  

p l a c e ,  in s t e a d  o f  w hat we p r e f e r  to  c a l l  a  ’’p la n  

o f m e d ic a l  in s u r a n c e  b e n e f i t s , ” th e  T .P .F .  & C. 

r e p o r t  jumped to o  q u ic k ly  i n to  th e  d e t a i l s  o f  

i n s u r e r  b id d in g  and th e  l i k e .  T h u s , th e  somewhat 

s u p e r f i c i a l  d i s c u s s io n  o f s e l f - i n s u r a n c e  re a d s  

l i k e  an i n s in c e r e  a f t e r t h o u g h t .

2 . I t  sh o u ld  be s t r e s s e d  th a t  th e  T .P .F .  & C.

recom m endations w ere made on th e  b a s i s  o f

in c o m p le te  in fo r m a t io n  c o n c e rn in g  th e  v a r io u s  

h e a l th  in s u ra n c e  b e n e f i t s  t h a t  w ere th e n  in

e x i s t e n c e  f o r  some S ta te  e m p lo y e e s . H ence, we

c a n  w e ll  a p p r e c ia t e  why th e y  w ere m is le d  i n to  

m aking some o f  th e  s u g g e s t io n s  w h ich  a p p e a re d
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in  th e  r e p o r t .  We can  l ik e w is e  a p p r e c ia t e  why 

th e y  m igh t have c h o sen  to  assum e a s i n g l e ,  u n ifo rm  

p la n ,  s in c e  th e y  d id  n o t have a c c e s s  to  com pre­

h e n s iv e  em ployee c e n su s  d a t a .  W ith o u t th e s e  d a ta  

in  h a n d , th o u g h , no man can  make good th e  c la im  

th e  he h a s  " d e s ig n e d  o r  t a i l o r e d "  a p la n  to  f i t  

th e  d i s t i n g u i s h i n g  c h a r a c t e r i s t i c s  o f  th e  g ro u p .

As i t  tu rn e d  o u t ,  th e  1971 c e n su s  d a ta  c o l l e c t e d

by th e  P e r s o n n e l  D iv is io n  c o n ta in e d  a few 

" s u r p r i s e s "  t h a t  w ere n o t i n t u i t i v e l y  o b v io u s  

b e fo re h a n d . Our own p la n  s u g g e s t io n s  n e c e s s a r i l y  

r e f l e c t  some co m p ro m ises , b u t  we do f e e l  th e y  " f i t "  

th e  g roup b e t t e r  th a n  th e  T .P .F . & C. rec o m m e n d a tio n s .

3 .  T .P .F . & C. recommend t h a t  th e r e  be no w a i t in g

p e r io d  f o r  em ployees h i r e d  a f t e r  th e  p la n  becom es 

e f f e c t i v e ,  i . e .  such  em ployees w ould be c o v e re d  

im m e d ia te ly  a f t e r  th e y  a u th o r iz e d  c o n t r i b u t i o n s  

and p a y r o l l  d e d u c t io n s .  We c o n c u r  w ith  t h i s  

ap p ro a c h  o n ly  f o r  em ployees h i r e d  on a y e a r ly  

c o n t r a c t u a l  b a s i s  ( e . g .  u n i v e r s i t y  f a c u l ty  m em bers). 

For o th e r  e m p lo y e es , we s u g g e s t  a w a i t in g  p e r io d  

o f ,  s a y ,  30 days b e fo r e  a new em ployee becom es 

e l i g i b l e .  T h is  i s  to  red u c e  th e  a d m i n i s t r a t iv e  

e x p e n se s  a s s o c i a t e  w ith  c o v e r in g  em ployees who 

te r m in a te  em ploym ent s h o r t l y  a f t e r  th ey  a re  h i r e d .

We w ere u n a b le  t o  o b ta in  " tu r n o v e r "  d a t a ,  b u t  we

s u s p e c t  t h a t  a f a i r l y  la r g e  number o f  p e rs o n s
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te r m in a te  som etim e d u r in g  th e  f i r s t  30 days o f  

em ploym ent. At l e a s t  t h i s  i s  t r u e  f o r  many 

co m p arab le  g ro u p s .

4 . We do n o t  f e e l  t h a t  i t  i s  n e c e s s a r y  to  comment

on ea ch  o f th e  co v e ra g e  d e t a i l s  in  th e  T .P .F .  & C 

r e p o r t ,  b u t we do th in k  i t  i s  im p o r ta n t  to  n o te  

t h a t  t h e i r  p ro p o sed  p la n  has a f a i r l y  heavy  

em p h asis  on ” f i r s t - d o l l a r "  p r o t e c t i o n .  In  a

s e n s e ,  t h i s  k in d  o f  b e n e f i t  s t r u c t u r e  can  be 

th o u g h t  o f  as  a " p r a c t i c a l  n e c e s s i t y "  f o r  th e  

th o u sa n d s  o f  lo w e r-p a id  S t a te  em p loyees  who 

m ig h t n o t  o th e rw is e  bud g e t f o r  p r e d i c t a b l e

m e d ic a l  e x p e n se s . Y et i t  i s  l ik e w is e  a v e ry

e x p e n s iv e  k in d  o f  b e n e f i t  to  p u r c h a s e .  S in c e  

th e  em ployees a re  e x p e c te d  to  b e a r  a b o u t 50% 

o f  th e  c o s t ,  t h i s  p o se s  a w e l l  known d ile m a  

in  h e a l t h  in s u ra n c e  p la n n in g . Those who 

p ro b a b ly  "n eed "  f i r s t - d o l l a r  c o v e ra g e  th e  m o s t, 

th e  lo w e r-p a id  em p lo y ees , a r e  th e  l e a s t  a b le  to  

a f f o r d  i t .  And many h ig h e r - p a id  em ployees 

n e i t h e r  want n o r  need  a n y th in g  b u t  t r u e  m ajo r 

m e d ic a l  c o v e ra g e . B oth c o n s id e r a t i o n s  have an 

im p o r ta n t  b e a r in g  on the  l e v e l  o f  p a r t i c i p a t i o n  

t h a t  i s  l i k e l y  to  be a c h ie v e d . I f  a " b a s ic  p lu s  

m a jo r  m e d ic a l"  ap p ro ach  i s  t o  be u s e d ,  t h e r e f o r e ,  

we s u g g e s t  t h a t  em ployees be g iv e n -  th e  o p t io n  o f
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p u r c h a s in g  (a ) m a jo r  m e d ic a l o n ly  o r  (b ) b a s ic  

and m a jo r  m e d ic a l  com b ined .

5 . The T .P .F .  & C. d i s c u s s io n  o f  s e l f - i n s u r a n c e  i s

in c o m p le te  and s u p e r f i c i a l .  Y et we can  su m p a th iz e  

w ith  t h e i r  a d m ira b le  a t te m p t  to  s im p l i f y  a v e ry  

com plex  s u b j e c t .  M o reo v e r, we s h a re  t h e i r  r e s e r ­

v a t i o n s  a b o u t th e  S t a t e ' s  becom ing in v o lv e d  in  

a p la n  w h ich  b o th  (a )  p ro m ise s  s p e c i f i c  b e n e f i t s  

and (b )  i s  n o t in s u r e d  th ro u g h  a co m m erc ia l 

i n s u r e r .  The a c t u r i a l  and c o s t  i m p l ic a t i o n s

a lo n e  a r e  f o rm id a b le .  As w i l l  be n o te d  l a t e r ,

t h i s  d o es  n o t  r u l e  o u t  th e  d e s i r a b i l i t y  o f  an 

u n in s u re d  a p p ro a c h  su ch  as th e  one we f e e l  has

m e r i t .

6 . A ssum ing th e  p la n  i s  to  be a t  l e a s t  p a r t i a l l y  

i n s u r e d ,  we ta k e  s t r o n g  i s s u e  w ith  T .P .F .  & C.

on th e  s e l e c t i o n  o f  i n s u r e r s  to  su b m it q u o t a t i o n s .

T h e re  i s  a b s o l u t e l y  no good r e a s o n  to  l i m i t  th e  

b id d in g ,  a s  th e y  s u g g e s t ,  to  th e  f i f t e e n  l a r g e s t  

g roup  h e a l t h  i n s u r e r s  (p lu s  P i l o t  L i f e ,  two 

d o m e s tic  i n s u r e r s  and S . C. B lue  C ro ss -B lu e

S h ie ld )  . We b e l i e v e  t h a t  any l i c e n s e d  i n s u r e r  

sh o u ld  be a llo w e d  to  b id ,  and t h a t  th e  m a t te r  sh o u ld  

be h a n d le d  on a w i d e ly - p u b l i c i z e d ,  c o m p e t i t iv e ,  

s e a l e d - b i d  b a s i s .  (As a p r a c t i c a l  m a t t e r ,

r e l a t i v e l y  few i n s u r e r s  w i l l  su b m it p r o p o s a l s ,
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anyw ay). We do n o t  f e e l ,  h o w e v e r, t h a t  th e  b id  

sh o u ld  be  aw arded  a u to m a t i c a l ly  to  th e  "low  b id d e r "  

T here  a r e  many im p o r ta n t  v a r i a b l e s  in  g ro u p  h e a l t h  

in s u r a n c e  q u o ta t io n s  w h ic h , in  a d d i t i o n  to  c o s t ,  

sh o u ld  w eigh h e a v i ly  in  th e  f i n a l  d e c i s i o n .

D e s p ite  th e  f o re g o in g  c r i t i c i s m s  and com m ents, we acknow ledge th e  f a c t  

t h a t  th e  T .P .F .  & C. r e p o r t  r e p r e s e n t s  an a p p ro a c h  t h a t  w ould p ro b a b ly  

have many s u p p o r te r s  among p r o f e s s i o n a l  em ployee b e n e f i t  p l a n n e r s .  

A c c o rd in g ly ,  we have a tte m p te d  to  p r e s e r v e  th e  b e s t  a s p e c t s  o f  t h e i r  w ork 

in  th e  m anner s u g g e s te d  be low .

OTHER IMPORTANT ISSUES

B e fo re  p ro c e e d in g  to  o u r  s p e c i f i c  s u g g e s t io n s  on p la n n in g  and 

im p lem e n tin g  th e  p ro p o se d  p rogram  o f  h e a l t h  in s u r a n c e  b e n e f i t s ,  we w ould 

l i k e  to  comment b r i e f l y  on s e v e r a l  a d d i t i o n a l  i s s u e s  t h a t  seem germ ane

to  th e  d e c i s io n s  w h ich  m ust be m ade.

P l u r a l i s t i c  A pproach

I n  a g roup  o f  t h i s  s i z e ,  in  p a r t i c u l a r ,  we do n o t  b e l i e v e  th e r e  

i s  any one a p p ro a c h  t h a t  s h o u ld  be r e f e r r e d  to  a s  th e  " b e s t " .  For t h i s  

r e a s o n ,  we w ould p r e f e r  t o  s e e  s e v e r a l  p la n  a l t e r n a t i v e s  s u b je c te d  to  

th e  b id d in g  p r o c e s s  b e fo r e  a f i n a l  d e c i s i o n  i s  m ade. We have  d e v e lo p e d  

t h r e e  g e n e r a l  a p p ro a c h e s ,  h e r e i n a f t e r  r e f e r r e d  to  as  P la n s  "A ", "B ", and 

"D ", r e s p e c t i v e l y ,  P la n  "A" i s  th e  one s u g g e s te d  by T .P .F .  & C . ,  P la n  "B" 

i s  o f  o u r  own d e s ig n  and P la n  "D” i s  an u n in s u re d  a p p ro a c h . We s u g g e s t
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t h a t  i n s u r e r s  be ask ed  to  b id  on P la n s  "A ", ” B” and  ”C” . P la n  C w ould 

become ’’any a l t e r n a t i v e  p la n  th e  b id d in g  in s u r e r  w ish e s  to  p r o p o s e ” . 

T h is  w ould have s e v e r a l  d i s t i n c t  a d v a n ta g e s .  F i r s t ,  i t  would a v o id  

" s c r a p p in g ” th e  T .P .F .  & C. r e p o r t .  S econd , i t  w ould g iv e  th e  S t a t e ,  

w i th o u t  c h a rg e ,  th e  b e n e f i t  o f  a d v ic e  from  many p r o f e s s io n a l  i n s u r e r s .  

T h i rd ,  i t  w ould p e rm it  th e  S .C . B lue C ro ss -B lu e  S h ie ld  o r g a n iz a t io n s  to  

b id ,  i f  th e y  ch o se  to  do s o ,  on a s e r v i c e - b e n e f i t  (o r  n o n - in d e m n ity )  

a p p ro a c h . F o u r th ,  i t  w ould p ro v id e  much more a c c u r a te  c o s t  in f o r m a t io n

fo r  th o s e  who m ust make th e  f i n a l  d e c i s i o n s .

In  o u r  o p in io n ,  th e r e  i s  j u s t  one p o t e n t i a l  p rob lem  w o rth y  o f  

n o t in g .  Many i n s u r e r s  w ould be v e ry  r e l u c t a n t  to  p re p a re  d e t a i l e d  b id s  

u n t i l  th e y  w ere g iv e n  a d e q u a te  a s s u ra n c e  t h a t  one o f th e  p la n s  w ould be 

e n a c te d  and funded  by th e  1972 G e n e ra l A ssem bly . To w a it  f o r  fo rm a l 

l e g i s l a t i v e  a p p r o v a l ,  on th e  o t h e r  h a n d , would d e la y  i n s t a l l a t i o n  o f  

th e  p la n  a t  l e a s t  s e v e r a l  m onths beyond such a p p r o v a l .  And o u r  id e a  

o f  s u b je c t in g  s e v e r a l  a l t e r n a t i v e s  to  b id d in g  may n o t be in  k e e p in g  

w ith  th e  a s s ig n m e n t o r i g i n a l l y  g iv e n  to  th e  S t a t e  P e rso n n e l D iv i s io n .

I f  we w ere fo rc e d  to  make a c h o ic e  a t  th e  p r e s e n t  t im e , t h e r e f o r e ,  we 

have a s l i g h t  p r e f e r e n c e  f o r  o u r  P la n  "D” , a s  w i l l  be n o te d  l a t e r ,  and

P la n  "B” w ould be o u r  second  c h o ic e .

Tax C o n s id e r a t io n s

We do n o t f e e l  t h a t  any o f  th e  s tu d i e s  t o  d a te  have g iv e n  a d e q u a te  

a t t e n t i o n  to  th e  ta x  c o n s id e r a t i o n s .  S in c e  we a re  n o t  members o f  th e

S .C . B a r, we r e q u e s te d  p e rm is s io n  from  th e  P e r s o n n e l  D iv is io n  to  r e t a i n

u - I b l
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th e  s e r v i c e s  o f D avid  A. M e r l in e ,  L .L .B . ,  C .L .U .,  a v e ry  co m p e ten t 

ta x  a t t o r n e y  from G r e e n v i l le ,  S .C . Mr. M e r l in e ’ s r e p o r t  i s  to  be 

s u b m it te d  u n d e r s e p a r a te  c o v e r .

W hile i t  may in d ee d  be w ise  to  su b m it su ch  m a t te r s  to  th e

I n t e r n a l  Revenue S e r v ic e ,  th e  S o u th  C a r o l in a  Tax Com m ission and 

p e rh a p s  th e  A tto rn e y  G e n e ra l’ s o f f i c e ,  we w an ted  some p r e l im in a r y

i n d ic a t i o n s  from Mr. M e rlin e  to  make s u re  t h a t  o u r ta x  o b s e r v a t io n s

w ere g e n e r a l l y  c o r r e c t .  We s t r o n g l y  f e e l ,  f o r  ex am p le , t h a t  th e  

f e d e r a l  and s t a t e  income ta x  t r e a tm e n t  o f  such  p la n s  has  a m ajo r 

b e a r in g  on t h e i r  r e l a t i v e  d e s i r a b i l i t y  to  e m p lo y e es .

W age-P rice  F re e z e

At th e  tim e  o f  t h i s  w r i t i n g ,  th e  "P h ase  I I "  g u id e l in e s  a re  j u s t  

b e g in n in g  to  em erge. And i t  i s  n o t y e t  c l e a r  e x a c t ly  now h e a l th  

in s u ra n c e  p la n s  a r e  to  be t r e a t e d .  We b e l i e v e  t h a t  c l a r i f i c a t i o n  

ough t t o  be s o u g h t ,  by th e  S .C . A tto rn e y  G e n e ra l ,  b e fo r e  any m ajo r 

d e c i s io n s  a r e  made r e g a r d in g  a s ta t e - s p o n s o r e d  h e a l t h  in s u ra n c e

p ro g ram .

N a t io n a l  H e a lth  In su ra n c e

B ecause th e  p r o s p e c ts  o f  " N a tio n a l  H e a lth  I n s u r a n c e "  have 

such  an  o b v io u s  b e a r in g  on th e  m a t te r  a t  h a n d , we have  in c lu d e d  in  

A ppendix  F a  b r i e f  summary o f  th e  m ajo r  p r o p o s a ls  now b e fo r e  C o n g re s s . 

We w ould n o t  h a z a rd  any f o r e c a s t s  on how and when C o n g re ss  m ig h t a c t .  

We w ould o n ly  make n o te  o f  th e  f a c t  t h a t  th e  c o n c e p t  o f  N a t io n a l  

H e a lth  In su ra n c e  now has a b ro a d e r  b a se  o f  s u p p o r t  th a n  i t  e v e r  h a s

l b l ' j
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a t  any tim e in  o u r  N a t io n ’ s h i s t o r y .  E x p e r ts  on th e  s u b j e c t ,  i n c lu d in g  

many spokesm en f o r  th e  p r iv a t e  h e a l th  in s u ra n c e  i n d u s t r y ,  a r e  now 

f r e q u e n t ly  h e a rd  s a y in g  t h a t  some form  o f  n a t i o n a l  h e a l th  in s u r a n c e

i s  i n e v i t a b l e .  In  f a c t ,  b e fo re  the  w a g e -p r ic e  f r e e z e  was im p lem e n te d ,

some e x p e r t s  b e l i e v e d  t h a t  C ongress would e n a c t  one o f  th e  v a r io u s

b i l l s  d u r in g  1972. The u n c e r t a i n t i e s  s u r ro u n d in g  n a t io n a l  h e a l t h  

in s u ra n c e  have c a u se d  many em ployers to  ta k e  a " w a i t - a n d ’ s e e "  a t t i t u d e  

on im p le m e n ta tio n  o f  p r iv a t e  p la n s .  We c a n  u n d e rs ta n d  why some members 

o f  the  S ou th  C a r o l in a  G en e ra l A ssem bly m ig h t ta k e  a s im i l a r  s t a n d .  In  

th e  m ean tim e, th o u g h , many th o u san d s  o f S t a t e  em ployees w i l l  be w i th o u t  

any form  o f  h e a l t h  in s u ra n c e  p r o t e c t i o n .  T h is  h a s  le d  th e  a u th o r s  

to  c o n c lu d e  t h a t  (a )  S t a te  ough t to  p ro c e e d  on s c h e d u le  w ith  i t s

own p la n  d e v e lo p m e n t, assum ing  th e  w a g e -p r ic e  f r e e z e  would n o t  p r e v e n t  

sam e, and (b ) t h a t  any l o g i c a l  p la n  d e s ig n  o u g h t to  ta k e  f u l l  c o g n iz a n c e  

o f  th e  v e ry  r e a l  p o s s i b i l i t y  t h a t  some k in d  o f  n a t i o n a l  h e a l t h  in s u r a n c e

w i l l  be e n a c te d  w i th in  th e  n e x t few y e a r s .

H e a lth  M a in te n an c e  O rg a n iz a t io n s  (HMQ)

In  r e c e n t  y e a r s ,  o u r  t r a d i t i o n a l  sy s te m  o f  d e l i v e r i n g  h e a l t h  

c a re  s e r v i c e s  h a s  been  w id e ly  c r i t i c i z e d  by a g row ing  num ber o f  

h e a l th  c a re  p r o f e s s i o n a l s .  I t  i s  a rg u e d , f o r  ex a m p le , t h a t  th e  

c u r r e n t  sy stem  g iv e s  r i s e  to  i n e f f i c i e n c i e s ,  e x c e s s iv e  c o s t s  and 

s e r io u s  r a i s a l l o c a t io n s  o f  s c a re  r e s o u r c e s .  Among th e  num erous 

p r o p o s a ls  f o r  r e fo rm in g  th e  sy s te m , few a r c  more d i r e c t l y  r e l a t e d  

to  t h i s  s tu d y  th a n  th e  s o - c a l le d  ’’h e a l th  m a in te n a n c e  o r g a n i z a t i o n " ,  

a r e l a t i v e l y  new m ethod f o r  d e l i v e r i n g  h e a l t h  s e r v i c e s .
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The i n i t i a l s  "HMO" a re  u sed  g e n e r i c a l l y  to  r e f e r  to  a v a r i e t y  

o f  a p p ro a c h e s ,  b u t  th e y  a l l  have  s e v e r a l  common f e a t u r e s :

1. a  s in g l e  o r g a n iz a t io n  a c c e p ts  th e  r e s p o n s i ­

b i l i t y  to  p r o v id e ,  o r  o th e rw is e  a s s u r e  th e  

d e l i v e r y  o f ,  a co m p re h en s iv e  ra n g e  o f h e a l th

m a in te n a n c e  and t r e a tm e n t  s e r v i c e s :

2 . th e  s e r v i c e s  a r e  p ro v id e d  to  a v o l u n t a r i l y  

e n r o l l e d  group o f  p e rs o n s  in  a g e o g ra p h ic

a r e a ;  a n d ,

3 . th e  o r g a n i z a t i o n  p r o v id in g  th e  s e r v i c e s

r e c e iv e s  a f i x e d ,  c o n t r a c t u a l  fe e  w h ich  i s  

p a id  i n  advance  by a l l  s u b s c r i b e r s .

E xam ples o f  s u c c e s s f u l  p r e p a id  g roup  h e a l t h  o r  "HMO” p la n s  in c lu d e  

th e  K a is e r  F o u n d a tio n  H e a lth  P la n ,  w hich  c a r e s  fo r  some two m i l l i o n  

p e o p le  l a r g e l y  i n  C a l i f o r n i a ,  and th e  H e a lth  In s u ra n c e  P la n  o f  G re a te r  

New Y o rk , w h ich  c a r e s  f o r  a b o u t th r e e  q u a r t e r s  o f  a  m i l l i o n  p e o p le .

W hile su ch  p la n s  o p e r a te  u n d e r  a v a r i e t y  o f  s p o n s o rs  and f in a n c in g  

m ech an ism s, th e y  a l l  s h a r e  th e  fu n d am e n ta l ” HMO" c o n c e p ts  w hich  have 

become so  a p p e a l in g ,  th ro u g h  t h e i r  d e m o n s tra te d  e f f e c t i v e n e s s ,  to  

h e a l t h  c a r e  p r o f e s s i o n a l s .

We u n d e rs ta n d  t h a t  G overnor W est h as  g iv e n  one o f  h i s  s t a f f  

members th e  r e s p o n s i b i l i t y  f o r  e x p lo r in g  th e  p o s s i b i l i t y  o f  s e c u r in g  

f e d e r a l  funds to  p i l o t  a  s im i l a r  k in d  o f  p rogram  in  S o u th  C a r o l in a .  

Though we r e c o g n iz e  t h a t  th e  HMO c o n c e p t  i s  s t i l l  a  c o n t r o v e r s i a l  

one among members o f  th e  m e d ic a l com m unity , we a p p la u d  th e  G o v e rn o r’ s 

e f f o r t s  t o  e x p lo r e  th e  m a t t e r  f u r t h e r .  In  t h i s  c o n n e c t io n ,  we recommend
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t h a t  th e  S t a t e  r e t a i n  th e  s e r v i c e s  o f  D r. A lan  B a u c rsc h m id t, a f a c u l ty  

member o f  th e  U n iv e r s i ty  o f  S o u th  C a r o l in a ’ s C o lle g e  o f  B u s in e s s  adm in­

i s t r a t i o n .  D r. B a u c rsc h m id t i s  a s p e c i a l i s t  i n  th e  h e a l t h  c a r e  a r e a  

and i s  e s p e c i a l l y  w e l l  v e r s e d ,  we f e e l ,  on th e  HMO c o n c e p t .

The a u th o r s  do n o t  f e e l  q u a l i f i e d  to  make s p e c i f i c  reco m m en d a tio n s  

c o n c e rn in g  th e  S t a t e ’ s p o t e n t i a l  in v o lv e m e n t in  an HMO o r g a n i z a t i o n .  

H ow ever, i t  seem s c l e a r  t h a t  su c h  an a p p ro a c h  sh o u ld  be w eighed  

c a r e f u l l y  a s  an a l t e r n a t i v e  ( o r  su p p le m e n t)  to  any k in d  o f  h e a l t h  

in s u ra n c e  p rog ram  w hich  m ig h t e v o lv e .

C overage  F o r M en ta l I l l n e s s

The e x t e n t  to  w h ich  h e a l t h  in s u ra n c e  c o n t r a c t s  s h o u ld  p ro v id e

re im b u rse m e n t f o r  m e n ta l  i l l n e s s  e x p e n se s  h a s  been  th e  s u b je c t  o f  

a l o n g - s ta n d in g  c o n t r o v e r s y .  The c o n tr o v e r s y  stem s from  th e  f a c t  

t h a t ,  h i s t o r i c a l l y ,  v i r t u a l l y  a l l  g roup  in s u r a n c e  c o n t r a c t s  have 

c o n ta in e d  r a t h e r  s e v e r e  l i m i t s  and r e s t r i c t i o n s  on th e  c o v e ra g e s

f o r  m e n ta l  " d i s o r d e r s " .  T h is ,  i n  t u r n ,  h as  a ro u se d  th e  w ra th  o f  

m em tal i l l n e s s  p r o f e s s i o n a l s  (an d  t h e i r  p a t i e n t s ) .

To th e  in s u r a n c e  i n d u s t r y ,  m e n ta l i l l n e s s  c o v e ra g e  h a s  posed  

fo rm id a b le  a c t u a r i a l  p ro b le m s . R e l ia b le  d a ta  have b e e n  e x tre m e ly  

s c a r e  o r  n o n e x i s t e n t ,  "m e n ta l i l l n e s s "  i s  d i f f i c u l t  to  d e f in e  and 

a b u se s  a r e  n o t e a s y  to  c o n t r o l .  M o reo v er, many em p lo y e rs  h av e  

i n s i s t e d  on c o v e ra g e  l i m i t a t i o n s  f o r  c o s t  c o n t r o l  r e a s o n s .

D u rin g  th e  p a s t  few y e a r s ,  on th e  o t h e r  h a n d , e x p e r ie n c e  in  

th e  f e d e r a l  B lue C ro ss  and s i m i l a r  p la n s  h a s  b een  e n c o u ra g in g  to  

th o s e  who have lo n g  h e ld  t h a t  m e n ta l  i l l n e s s  o u g h t t o  be c o v e re d
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by in s u ra n c e  j u s t  l i k e  any o th e r  p h y s ic a l  a i lm e n t .  U t i l i z a t i o n  and 

c o s t  e x p e r ie n c e ,  a c c o rd in g  to  th e  m ost r e c e n t  s tu d i e s  o f  plans w ith  

g en e ro u s  m e n ta l i l l n e s s  c o v e ra g e , h a s  been  much low er th an  o r i g i n a l l y  

su p p o se d . More im p o r ta n t ,  p e rh a p s ,  i s  t h a t  m e n ta l  i l l n e s s  p r o f e s s io n a l s

i n s i s t  t h a t  c e r t a i n  in su ra n c e  l i m i t a t i o n s  have an a d v e rs e  e f f e c t  on th e  

q u a n t i ty  and q u a l i t y  o f n e c e s s a ry  t r e a tm e n t  w hich  i s  a c t u a l l y  r e c e iv e d .

We s h a l l  n o t  even  a t te m p t  to  r e s o lv e  t h i s  v e ry  com plex p ro b lem  

h e r e .  I n s t e a d ,  we w ould m e re ly  l i k e  to  c a l l  a t t e n t i o n  to  a s i g n i f i c a n t  

p r o j e c t  now underw ay in  th e  S t a t e .  The S ou th  C a r o l in a  M en ta l H e a lth  

A s s o c ia t io n  h as  a p p o in te d  an " In s u r a n c e  S ubcom m ittee" to  e x p lo r e  th e  

ways and means o f  im prov ing  th e  h e a l t h  in s u ra n c e  c o v e ra g e  f o r  m e n ta l  

i l l n e s s  in  S ou th  C a r o l in a .  T h is  c o m m itte e , upon w hich  one o f  th e  

a u th o r s  s e r v e s ,  r e c e n t l y  app roved  a l i s t  o f  m e n ta l  h e a l th  s e r v i c e s  

w hich  i t  e a r n e s t l y  b e l i e v e s  sh o u ld  be c o v e re d  by any p r i v a t e  o r 

g o v e rn m e n ta l h e a l t h  in s u ra n c e  a r ra n g e m e n t. T h is  l i s t  i s  in c lu d e d  

in  A ppendix  G to  t h i s  r e p o r t .  I t  i s  b ased  upon a s im i l a r  s e t  o f  

g u id e l in e s  d e v e lo p e d  by th e  A m erican  P s y c h ia t r i c  A s s o c ia t io n .

We u rge  th e  S ta te  o f  g iv e  s e r io u s  c o n s id e r a t io n  to  p r o v id in g ,  

on any  h e a l t h  in s u ra n c e  c o v e ra g e  p rogram  w hich m ig h t be a d o p te d , 

as  g e n e ro u s  a s c a l e  o f m en ta l i l l n e s s  b e n e f i t s  as  w ould be p o s s ib l e  

w ith  th e  f i n a n c i a l  r e s o u r c e s  a v a i l a b l e .  We r e a l i z e  t h a t  some com pro­

m is e s  w ould have to  be m ade, b e c a u se  m en ta l i l l n e s s  c o v e ra g e  i s  s t i l l  

n o t in e x p e n s iv e .  How ever, we f e e l  t h a t  the  S t a t e  i s  i n  a p o s i t i o n  

to  show some r e a l  l e a d e r s h ip  in  a d d re s s in g  i t s e l f  to  a  s o c i a l  p ro b lem  

o f g r e a t  im p o r t. The S outh  C a r o l in a  M ental H e a lth  A s s o c ia t io n  (and 

A .P .A .)  c o v e ra g e  g u id e l in e s  o f f e r  an  e x c e l l e n t  s e t  o f  g o a ls  w h ich  we 

f e e l  sh o u ld  n o t  be d ism iss e d  l i g h t l y .

1 6 2 3
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P re -E m p loym en t P h y s ic a l Exams

A p a rt from  w h a te v e r  h e a l t h  in s u ra n c e  a rra n g e m e n t m ig h t be a d o p te d , 

we recommend t h a t  th e  S t a te  s tu d y  th e  f e a s i b i l i t y  o f im p lem e n tin g  a 

p rogram  to  r e q u i r e  -  and p e rh a p s  p a r t i a l l y  f in a n c e  -  p re -em p lo y m en t 

p h y s ic a l  e x a m in a t io n s  fo r  a l l  S t a t e  em p lo y e es . The g e n e ra l  a d v a n ta g e s  

o f  t h i s  a p p ro a c h , w hich i s  w id e ly  used  in  b u s in e s s  and i n d u s t r y ,  a re  

f a i r l y  o b v io u s . ,n  a d d i t i o n ,  i t  m ig h t j u s t i f y  a b o l i t i o n  (o r  a t  l e a s t  

s i g n i f i c a n t  r e l a x a t i o n )  o f  th e  c u s to m a ry  in s u ra n c e  l i m i t a t i o n s  on 

’’p r e e x i s t i n g  c o n d i t i o n s ” i . e .  h e a l t h  p ro b lem s m a n if e s te d  p r i o r  to  

em ploym ent and c o v e ra g e  u n d e r th e  in s u ra n c e  p la n .  Where an em p loyer 

does n o t  r e q u i r e  p h y s ic a l  exams and th e  group c o n t r a c t  does n o t 

c o n ta in  p r e e x i s t i n g  c o n d i t io n s  l i m i t s ,  q u e s t io n s  o f  e q u i ty  a r e  

r a i s e d ,  p a r t i c u l a r l y  in  a p la n  r e q u i r in g  em ployee c o n t r i b u t i o n s .

The c o u n te r -a rg u m e n t i s  t h a t  c o v e ra g e  o f  o th e rw is e  u n in s u r a b le s  i s  

p r e c i s e l y  one o f  th e  m ain  s o c i a l  a d v a n ta g e s  o f  group  u n d e r w r i t in g .

P h y s ic a l  e x a m in a t io n s  th e m s e lv e s  n o rm a lly  m eet w i th  n o  r e s i s t a n c e .  

The com plex  q u e s t io n s  r e v o lv e  a ro u n d  w hat you do w ith  th e  e x a m in a t io n  

r e s u l t s .  Do you r e f u s e  to  h i r e  an  i n d iv id u a l  in  p o o r h e a l th ?  Do you 

h i r e  h im  b u t  e x c lu d e  him from  th e  h e a l t h  in s u ra n c e  p la n ?  What ab o u t 

e l e c t e d  a n d /o r  a p p o in te d  o f f i c i a l s ?  We have no g l i b  an sw ers  fo r  

q u e s t io n s  such  a s  t h e s e .  We m e re ly  th in k  i t  w ould be w ise  f o r  th e  

S t a te  to  c o n d u c t a th o ro u g h  s tu d y  o f  th e  m a t t e r .  C u r r e n t ly ,  we u n d e r ­

s ta n d  t h a t  p h y s ic a l  e x a m in a t io n s  a r e  n o t  r e q u i r e d  e i t h e r  p r i o r  to  

em ploym ent o r  p e r i o d i c a l l y  t h e r e a f t e r .  For jo b s  r e q u i r i n g  p h y s ic a l  

e x e r t i o n ,  in  p a r t i c u l a r ,  t h i s  p r a c t i c e  seems i n a d v i s a b l e .

l b t ’ l
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C o o rd in a t io n  W ith S ta te  R e tire m e n t S ystem

We b e l i e v e  t h a t  th e  p ro p o se d  h e a l t h  in s u r a n c e  p la n  s h o u ld  be 

c o o rd in a te d  v e ry  c a r e f u l l y  w ith  S ou th  C a r o l in a  S t a t e  R e tir e m e n t  System  

b e n e f i t s .  S p e c i f i c a l l y ,  we w ould p o in t  to  th e  p r o v i s i o n  f o r  a p r e ­

r e t i r e m e n t  d e a th  b e n e f i t  o f  a p p ro x im a te ly  one t im e s  a n n u a l s a l a r y ,  

w hich i s  c u r r e n t l y  a v a i l a b l e  u n d e r th e  r e t i r e m e n t  p l a n .  In  o u r  

o p in io n ,  t h i s  k in d  o f  b e n e f i t  i s  b e t t e r  p ro v id e d  u n d e r  a g roup  

in s u r a n c e  p la n  o u ts id e  th e  r e t i r e m e n t  s y s te m . T h is  i s ,  in  f a c t ,  

w hat m ost em ployee b e n e f i t  s p e c i a l i s t s  recom m end. One re a s o n  f o r  

th e  l a t t e r  a p p ro ach  i s  t h a t  p r i v a t e  i n s u r e r s  a re  much more w i l l i n g  

to  u n d e rw r i te  th e  h e a l th  in s u ra n c e  b e n e f i t s  i f  a t  l e a s t  some l i f e

in s u ra n c e  i s  in c lu d e d  in  th e  same p l a n .  Many i n s u r e r s  w i l l  n o t  

even  w r i t e  group h e a l th  in s u r a n c e  w i th o u t  a minimum volum e o f  g roup  

l i f e  in s u r a n c e  as  a p a r t  o f  th e  same p a c k a g e . T h is  f a c t o r  seem s 

e s p e c i a l l y  im p o r ta n t  f o r  p o l i t i c a l  s u b d iv i s io n  p l a n s ,  w hich a r e  n o t  -  

in  g e n e r a l  -  c o n s id e re d  to  be a  v e ry  " d e s i r a b l e ” c l a s s  o f  b u s in e s s .  

A c c o rd in g ly , we recommend t h a t  g roup  l i f e  in s u r a n c e  b e n e f i t s  o f  one 

tim e s  a n n u a l s a l a r y  be in c lu d e d  in  any  in s u r e d  g ro u p  h e a l t h  in s u r a n c e  

p la n .  At a minimum, we f e e l  t h a t  c o s t  f ig u r e s  s h o u ld  be o b ta in e d  so 

t h a t  co m p a riso n s  can  be made w i th  th e  c u r r e n t  c o s t s  o f  p r o v id in g  such  

b e n e f i t  th ro u g h  th e  r e t i r e m e n t  sy s te m . Even i f  th e  c o s t s  o f  in s u r e d

d e a th  b e n e f i t s  a re  i d e n t i c a l  to  th e  d e a th  b e n e f i t  c o s t s  u n d e r  th e  

r e t i r e m e n t  p la n ,  i t  may w e ll  be  t h a t  th e  r e d u c t io n  in  h e a l t h  in s u r a n c e  

prem ium s w ould r e s u l t  in  low er t o t a l  c o s t s  to  th e  S t a t e  (and  to  p la n  

p a r t i c i p a n t s ,  who would b e a r  a l a r g e  p o r t i o n  o f  th e  c o s t s  i n  b o th  

p la n s )  .
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PLAN DESIGN RE COT EMENDATIONS
In  d e v e lo p in g  o u r  recom m endations  c o n c e rn in g  an a p p r o p r ia t e  d e s ig n  

o r  s t r u c t u r e  f o r  th e  p ro p o se d  p la n  o f  h e a l t h  in s u ra n c e  b e n e f i t s  fo r  S t a t e  

e m p lo y e e s , we have a t te m p te d  to  g iv e  due c o n s id e r a t io n  to  a l l  o f  th e  

r e l e v a n t  f a c t o r s  in v o lv e d .  S p e c i f i c a l l y ,  o u r  d e s ig n  s u g g e s t io n s  a re  

b a sed  upon a th o ro u g h  s tu d y  o f  th e  f o l lo w in g :

1 . 1971 em ployee c e n su s  d a ta  c o v e r in g  a l l  s t a t e  

e m p lo y e e s ;

2 . p a y r o l l  e s t im a te s  s u p p lie d  by th e  S ta te

P e r s o n n e l  D iv i s io n ;

3 . a  1971 s u rv e y  o f  o th e r  s ta t e - s p o n s o r e d  h e a l th  

in s u r a n c e  p l a n s ,  c o n d u c te d  by th e  S t a te

P e r s o n n e l  D iv is io n ;

'4 .  a 1971 s tu d y  o f  h o s p i t a l  c h a rg e s  by th e  

S o u th  C a r o l in a  H o s p i ta l  A s s o c ia t io n ;

5 . th e  1969 "R e p o rt Of The C om m ittee To S tudy  

M e d ic a l and H o s p i ta l  I n s u ra n c e  P rogram s 

S u i t a b l e  F or S t a t e  E m ployees";

6 . a M arch , 1970 r e p o r t  p r e p a re d  by th e  c o n s u l t in g

f i r m  o f  T .P .F .  & C .;  a n d ;

7 . o t h e r  im p o r ta n t  i s s u e s  such  a s  -

a .  t a x  c o n s id e r a t io n s

b . th e  c u r r e n t  w a g e -p r ic e  f r e e z e

c .  th e  p r o s p e c t s  o f  n a t i o n a l  h e a l th  in s u ra n c e

d . th e  "HMO" c o n c e p t

e .  c o v e ra g e  f o r  m e n ta l i l l n e s s
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f .  p re-em p loym en t p h y s ic a l  e x a m in a t io n s

g . c o o r d in a t io n  w ith  th e  S t a t e  R e tire m e n t 
System .

In  a d d i t i o n ,  o u r  reco m m en d a tio n s  a re  b a sed  upon two m ajo r c o n s t r a i n t s  

im posed by th e  S ta te  D i r e c to r  o f  P e r s o n n e l  (and  s u g g e s te d  by th e  1969 

s tu d y  co m m ittee  o f  th e  G e n e ra l A sse m b ly ). T hese c o n s t r a i n t s  a r e  (1 ) 

t h a t  th e  S t a t e ' s  a p p r o p r i a t i o n  n o t e x c ee d  3% o f  p a y r o l l  f o r  p e r s o n a l  

s e r v i c e s  and (2 ) t h a t  th e  em ployees be r e q u i r e d  to  pay  507, o f  th e  p la n

c o s t .

G iven th e s e  c o n s t r a i n t s  - and in  th e  l i g h t  o f  th e  in fo r m a t io n  

a t  o u r  d i s p o s a l ,  we have c o n c lu d e d  t h a t  th e r e  s im p ly  i s  no " b e s t "  

p la n  d e s ig n .  I n s t e a d ,  we have d e v e lo p e d  s e v e r a l  l o g i c a l  a l t e r n a t i v e s  

t h a t  we f e e l  have m e r i t .  We have c a l l e d  th e s e  P la n s  A, B, C and D f o r

c o n v e n ie n c e .

P la n  A ( T .P .F .  & C .)

" P la n  A" i s  th e  l a b e l  we have g iv e n  to  th e  in s u r e d  g roup  h e a l t h  

in s u r a n c e  p la n  recommended by T .P .F .  & C. The P la n  A d e t a i l s  a re  

o u t l i n e d  f u l l y  in  th e  M arch , 1970 R e p o rt a n d , t h i s ,  w i l l  n o t  be r e p e a te d  

h e r e .  I n  g e n e r a l ,  th e  P la n  w ould p ro v id e  a c o m b in a tio n  o f  " b a s ic "  and 

"m a jo r"  m e d ic a l  ex p e n se  b e n e f i t s ,  up t o  a $ 1 5 ,0 0 0  maximum, on a f u l l y

in s u r e d  b a s i s .

From th e  c r i t i c i s m s  p r e s e n te d  e a r l i e r  on p ag es  19 to  2 6 , i t  
*

sh o u ld  be o b v io u s  t h a t  th e  a u th o r s  do n o t f e e l  t h a t  th e  P la n  A d e s ig n  

s t r u c t u r e  " f i t s "  th e  g ro u p  a s  w e l l  a s  i t  s h o u ld .  We have in c lu d e d  P la n  

A among th e  l o g i c a l  a l t e r n a t i v e s ,  n o n e th e l e s s ,  in  k e e p in g  w ith  o u r

l b36-



I d e s i r e  t o  have s e v e r a l  d i f f e r e n t  a p p ro a c h e s  s u b je c te d  to  th e  b id d in g  

p ro c e s s  b e fo r e  a f i n a l  d e c i s io n  i s  m ade.

P la n  B (H orn and S t in to n  - In s u re d  A pproach)

P la n  B" i s  th e  l a b e l  we have g iv e n  to  an in s u re d  g roup  h e a l t h

in s u r a n c e  p la n  o f  o u r  own d e s ig n .  In  th e  i n t e r e s t  o f  b r e v i t y ,  we have  

i n d ic a te d  below  o n ly  th e  m a jo r  ways in  w hich o u r  p la n  d i f f e r s  from

plan  A:

o

1. We s u g g e s t  a c o m b in a tio n  o f  " b a s ic "  and "m a jo r 

m e d ic a l  in s u ra n c e  b e n e f i t s ,  as  d id  T .P .F .  & C .; 

ho w ev er, we b e l ie v e  t h a t  em ployees s h o u ld  b e  

g iv e n  th e  c h o ic e  b e tw een  (a )  m a jo r m e d ic a l 

o n ly  o r  (b ) b a s ic  and m a jo r  m e d ic a l co m b ined .

2 . The maximum l i f e t i m e  b e n e f i t  u n d e r m a jo r

m e d ic a l  w ould be $ 5 0 ,0 0 0  and th e  c o n t r a c t  

w ould c o n ta in  a p r o v is io n  f o r  " a u to m a tic  

r e in s ta t e m e n t"  o f b e n e f i t s  up to  $ 5 ,0 0 0

p e r  y e a r .

3 . F or em ployees e l e c t i n g  m a jo r  m e d ic a l  o n l y ,

a c a sh  d e d u c t ib le  o f  $200 p e r  y e a r  p e r  i n d i ­

v id u a l  w ould a p p ly , th e  d e d u c t ib le  w ould be 

a p p lie d  o n ly  once f o r  fa m ily  members in ju r e d  

in  a common a c c id e n t  and a maximum o f  t h r e e

d e d u c t ib le s  would a p p ly  ea ch  y e a r  p e r  f a m ily .

4 .  On m ajo r m e d ic a l , - th e  i n s u r e r  w ould pay 807. 

o f  th e  f i r s t  $5 ,0 0 0  o f  c o v e re d  e x p e n se s  in

e x c e s s  o f  th e  d e d u c t i b l e .  The i n s u r e r  would
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o

pay 100% o f  c o v e re d  e x p e n se s  (up to  th e  p la n  

maximum) in  e x c e s s  o f th e  d e d u c t ib le  p lu s

$ 5 ,0 0 0 .

5 . In  d e f in in g  " e l i g i b l e ” e m p lo y e es , we w ould

(a )  in c lu d e  th o s e  who work more th a n  20 

h o u rs  p e r  week and  5 m onths p e r  y e a r .

fb ) in c lu d e  m e n ta lly  r e t a r d e d  on p h y s ic a l ly  

h a n d ic a p p e d  d e p e n d e n ts  o f  em ployees 

beyond age 24 o n ly  i f  th ey  a re  c h i e f l y  

d e p e n d en t upon th e  em ployee f o r  f i n a n c i a l

s u p p o r t .

(c )  e s t a b l i s h  a 30 day  p r o b a t io n a r y  p e r io d  

f o r  em ployees h i r e d  a f t e r  th e  p la n  e f ­

f e c t i v e  d a te  (w hich  w ould be w aived  fo r

em ployees g o v e rn e d  by fo rm al em ploym ent

c o n t r a c t s ) .

(d )  r e q u i r e  t h a t  em ployees e l e c t  t o  e n r o l l  

and a u th o r i z e  p a y r o l l  d e d u c tio n s  w i th in  

30 days a f t e r  th e y  become e l i g i b l e .  

T h e r e a f t e r ,  th e y  would be a llo w e d  to  

e l e c t  c o v e ra g e  o n ly  i f  th e y  p r e s e n te d  

s a t i s f a c t o r y  e v id e n c e  o f  good h e a l t h  ( a t  

t h e i r  own e x p e n s e ) .

((e ) c o n tin u e  c o v e ra g e  on a s u r v iv in g  sp o u se  a n d /
J

o r  s u r v iv in g  d e p e n d e n t c h i l d r e n  o f  a d e c re a s e d  

c o v e re d  e m p lo y e e , p ro v id e d  t h a t  th e y  pay th e  

f u l l  c o s t  o f  c o v e ra g e  w ith o u t  any c o n t r i b u t i o n
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by th e  e m p lo y e r . For a w id o w (e r ) , c o v e ra g e  

c o u ld  be c o n t in u e d  o n ly  u n t i l  r e m a rr ia g e  o r  

e l i g i b i l i t y  f o r  " m e d ic a re ” . F o r d e p e n d e n t

o

c h i l d r e n ,  c o v e ra g e  w ould c e a s e  upon t h e i r

m a r r ia g e ,  a t t a in m e n t  o f  age 19 (o r  24 i f  

f u l l - t i m e  s t u d e n t s ;  beyond i f  m e n ta l ly  

r e ta r d e d  o r  p h y s i c a l l y  h a n d ic a p p e d )  o r  

upon c e s s a t i o n  o f  c o v e ra g e  fo r  th e  s u r v iv in g

s p o u s e .

( f ) ;  e x c lu d e  a n n u i t a n t s  u n d e r  th e  S t a te  R e tire m e n t 

System . C o v erag e  f o r  them , i f  a n y , w ould 

be p ro v id e d  u n d e r  a s e p a r a te  a rra n g e m e n t 

to  pay a l l  o f  o f  t h e i r  m e d ic a re  P a r t  B

prem ium s.

G e n e r a l ly ,  t h e r e  w ould be no e x c lu s io n  o r  b e n e f i t  

l i m i t s  on s o - c a l l e d  " p r e e x i s t i n g  c o n d i t i o n s " ,  

e s p e c i a l l y  i f  th e  S t a te  a d o p te d  th e  id e a  o f  

r e q u i r in g  p reem ploym en t p h y s ic a l  exam s, b u t th e  

p la n  would n o t  c o v e r  d e p e n d e n ts  o f  th e  em ployee 

who were in  th e  h o s p i t a l  a t  th e  tim e o f  em­

p lo y e e ’ s e n r o l lm e n t  ( u n t i l  th e  em ployee had

been  c o v e re d  f o r  12 m o n th s ) .

Em ployee c o n t r i b u t i o n s  - we b e l i e v e  th e  em ployee 

sh o u ld  pay th e  e n t i r e , c o s t  o f  c o v e r in g  h i s  d e ­

p e n d e n ts ,  i f  th e y  a re  to  be c o v e re d  a t  a l l ,  and 

t h a t  th e  S t a t e  sh o u ld  pay a t  l e a s t  507. o f  th e  

t o t a l  em ployee c o s t  f o r  com bined b a s ic  and

XbUO
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m ajo r m e d ic a l .  We would p r e f e r  s e p a r a te  c o m p o s ite  

r a t e s  f o r  ( a )  b o th  c o v e ra g e s  com bined  and (b )  m a jo r  

m e d ic a l  o n ly .  The S t a t e ’ s s h a re  o f  c o s t  w ould  be 

b a sed  on th e  com bined p ack ag e . F o r  em ployees 

e l e c t i n g  o n ly  m ajo r m e d ic a l ,  t h i s  c o u ld  mean th e  

S t a te  w ould pay the  e n t i r e  prem ium  (b u t no m ore) 

f o r  th e  c o v e ra g e  e le c te d .

8 . R e g a rd in g  h o s p i t a l  room and b o a rd  c h a rg e s  u n d e r  th e  

b a s ic  p la n ,  we s u g g e s t  t h a t  c u s to m a ry  s e m i - p r iv a t e  

c h a rg e s  be used  but s u b je c t  to  a d o l l a r  maximum

o f  $35 p e r  day ( th e  d o l l a r  l i m i t  w ould n o t be 

n eeded  on th e  m ajo r m e d ic a l ,  h o w e v e r , s in c e  th e  

c o in s u ra n c e  s h a r in g  a p p l i e s ) .

9 . Under th e  b a s i s  p la n ,  " m is c e l la n e o u s ” h o s p i t a l  

c h a rg e s  w ould be l im ite d  to  a maximum o f  te n  

tim e s  th e  d a i l y  room r a t e  (o r  $350) .

10. F or m a te r n i ty  c o v e ra g e  u nder th e  b a s ic  p l a n ,  

h o s p i t a l  room and board  c h a rg e s  w ould be p a y a b le  

o n ly  up to  fo u r  f u l l  d a y s .

11. We w ould n o t  have a d e d u c t ib le  on em ergency o u t ­

p a t i e n t  c a re  re n d e re d  p u r s u a n t  t o  an a c c i d e n t .

12. We recommend a " c o r r id o r "  d e d u c t i b l e  o f  $100 

be tw een  b a s ic  and m ajo r m e d ic a l  b e n e f i t s .

13. On n o n - h o s p i t a l  p s y c h ia t r i c  e x p e n s e s ,  we s u g g e s t  

a maximum o f  80% payment o f  up to  50 v i s i t s  ($20 

maximum p e r  v i s i t ) .  We a ls o  u rg e  t h a t  th e  

c o n t r a c t  be w r i t t e n  so a s  to  r e c o g n iz e ,  to  th e
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e x te n t  p r a c t i c a l ,  th e  c o v e ra g e  g u id e l in e s  recom ­

mended by  th e  S .C . M en ta l H e a lth  A s s o c ia t io n  

(S ee  A ppendix fo r  d e t a i l s ) .

14 . We do n o t  f a v o r  a ’’s u p p le m e n ta l” m e d ic a re  a p p ro a c h  

f o r  r e t i r e e s .  I n s t e a d ,  we recommend t h a t  th e  S t a te  

p ay  o n e - h a l f  o f  th e  m e d ic a re  P a r t  B premium (o r  

1007. o f  such  p rem iu m ). G iven th e  l im i te d  funds 

a v a i l a b l e ,  we f e e l  t h a t  a more g en e ro u s  p la n  

f o r  r e t i r e e s ,  a d m ira b le  as  th e  o b j e c t iv e  m ig h t b e ,

i s  u n r e a l i s t i c .  The S t a t e ,  m o re o v e r, a l r e a d y  i s  

" p a y in g ” s u b s t a n t i a l  am ounts tow ard  th e  c o s t  o f

m e d ic a re  P a r t  A c o v e ra g e .

In  o th e r  r e s p e c t s  n o t s p e c i f i c a l l y  m en tio n e d  a b o v e , P la n  B w ould be v e ry  

s i m i l a r  to  P la n  A. The fu n d am e n ta l d i f f e r e n c e s  be tw een  th e  two in s u re d  

p la n s  a r e  im p o r ta n t ,  n o n e th e l e s s ,  in  te rm s  o f  b e n e f i t s  c o s t  c o n t r o l s  and 

s u i t a b i l i t y  f o r  th e  g roup  in  q u e s t io n .  P la n  B sh o u ld  n o t  c o s t  more than  

P la n  A; in d e e d , we s u s p e c t  t h a t  i t  w i l l  be s l i g h t l y  l e s s  e x p e n s iv e .  Y et 

i t  sh o u ld  be more a p p e a l in g  to  e m p lo y e es . I f  t h a t  be t r u e ,  we b e l ie v e  i t  

i s  a s u p e r i o r  a p p ro a c h  t h a t  w ould r e s u l t  in  a much h ig h e r  l e v e l  o f  p a r t i ­

c i p a t i o n .  Our s p e c i f i c  r e a s o n s  fo r  t h i s  c o n c lu s io n  a r e  f a r  to o  num erous 

t o  l i s t  h e r e .  But we w ould be g la d  to  e l a b o r a t e  a t  a  l a t e r  d a te  i f

f u r t h e r  c l a r i f i c a t i o n  i s  n e e d e d .

P la n  C ( I n s u r e r  S u g g e s tio n s )

" P la n  C" i s  th e  l a b e l  we have g iv e n  to  " a l l  o t h e r  p la n s  recommended 

by p r i v a t e  i n s u r e r s ” , u n d e r  th e  a ssu m p tio n  t h a t  o u r recom m endations on

-41 -



p a g e s  26-27 a re  a c c e p te d .  In  o t h e r  w o rd s , we f e e l  t h a t  any b id  s p e c i ­

f i c a t i o n s  g iv e n  to  i n s u r e r s  ou g h t to  be f l e x i b l e  enough to  g iv e  th e  

i n s u r e r s  an o p p o r tu n i ty  to  s u g g e s t  im provem ents in  p la n  d e s ig n .  The 

b e n e f i t s  o f c o m p e t i t iv e  b id d in g  a r e  more l i k e l y  to  be r e a l i z e d  i f  th e  

s p e c i f i c a t i o n s  a r e  n o t u n d u ly  r i g i d .

P la n  D (Horn and S t in to n  - U n in su re d  A pproach)

o

" P la n  D" i s  th e  l a b e l  we have g iv en  to  th e  k in d  o f  u n in su re d  

a p p ro a c h  w hich we f e e l  m e r i t s  c a r e f u l  c o n s id e r a t i o n .  In  em ployee 

b e n e f i t  p la n n in g  c i r c l e s ,  th e  a p p ro a c h  i s  g e n e r a l l y  r e f e r r e d  to  as a 

" M e d ic a l/D e n ta l  E xpense R eim bursem ent P l a n . " Such p la n s  a re  s p e c i f i c a l l y  

p ro v id e d  f o r  in  th e  I n t e r n a l  Revenue Code and a r e  now f a i r l y  common in  

b u s in e s s  and i n d u s t r y .

In  g e n e r a l ,  m e d ic a l /d e n ta l  ex p en se  re im b u rse m e n t p la n s  c a l l  f o r  

em p loyer paym ent o f  o u t - o f - p o c k e t  (and  o th e r w is e  u n in s u re d )  m e d ic a l  and 

d e n ta l  ex p e n se s  in c u r r e d  by em p loyees  in  t h e i r  own b e h a l f  o r  in  b e h a l f  

o f  d e p e n d e n ts . T hese e x p e n se s  p ro b a b ly  c o u ld  be p a id  d i r e c t l y  by th e  

em p loyer upon r e c e i p t  o f  b i l l s  from  h o s p i t a l s ,  d o c to r s ,  e t c . ,  b u t 

u s u a l l y  th e y  a r e  re im b u rse d  a t  p e r io d i c  i n t e r v a l s  to  e a s e  th e  a d m in is ­

t r a t i v e  b u rden  and p ro v id e  b e t t e r  c o n t r o l s .  As a p r a c t i c a l  m a t t e r ,  i t  

a l s o  i s  c u s to m a ry  to  l i m i t  th e  maximdm b e n e f i t  to  a f l a t  d o l l a r  amount 

o r  a p e rc e n t  o f  a n n u a l g ro s s  c o m p e n s a tio n . Som ta x  a d v is o r s  recommend 

t h a t  c o v e re d  e x p e n s e s  be d e f in e d  a s  th o se  e x p e n se s  w hich  o th w ise  would 

be i te m iz a b le  a s  d e d u c tio n s  f o r  f e d e r a l  income* ta x  p u rp o se s  ( u s u a l ly  

w ith o u t  th e  50% l im i t  on h e a l t h  in s u ra n c e  .prem ium s) , w h ile  o th e r s  

a c u a l ly  s p e c i f y  th e  ite m s  t h a t  c o u ld  be c o v e re d .
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The p o p u l a r i t y  o f  m e d ic a l /d e n ta l  ex p en se  re im b u rsem en t p la n s  

s te m s  p r im a r i ly  from  t h e i r  f a v o r a b le  f e d e r a l  incom e ta x  t r e a tm e n t .

Such e x p e n se s  p a id  by th e  em p lo y er a re  d e d u c t ib le  by th e  em p loyer 

a n d , more im p o r ta n t ,  th e y  do n o t  c o n s t i t u t e  t a x a b le  income to  th e  

em p lo y ee . T hus, th e  a p p ro a c h  i s  much more f a v o r a b le  to  an em ployee 

th a n  e i t h e r  (1) th e  same d o l l a r  amount o f  s a l a r y  in c r e a s e  o r  (2 ) th e

l im i t e d  ta x  d e d u c tio n s  a v a i l a b l e  to  th o se  who i te m iz e  e x p e n se s  o r  u se

th e  s ta n d a r d  d e d u c tio n  t a b l e s .  The p la n s  a l s o  can be c o o rd in a te d  w ith  

h e a l t h  in s u r a n c e  to  ’’f i l l  th e  g a p s"  l e f t  by d e d u c t i b l e s ,  e x c lu s io n s

and l i m i t a t i o n s  o f  v a r io u s  k in d s .

As n o te d  e a r l i e r  in  t h i s  r e p o r t ,  th e  a u th o r s  do n o t w ish  to  

im ply  t h a t  th e y  a re  a t te m p t in g  to  r e n d e r  ta x  a d v ic e ,  w hich i s  p r e c i s e l y  

why M r. M e r lin e  h a s  been  ask ed  to  re v ie w  th e  v a r io u s  t a x  i m p l i c a t i o n s .

The fo re g o in g  d i s c u s s io n  i s  b a sed  upon o u r u n d e r s ta n d in g  o f  th e  f e d e r a l  

incom e t a x  t r e a tm e n t  o f  such  p la n s  fo r  a c o r p o r a t i o n .  U n le ss  Mr. M e r l in e  

s u g g e s ts  o th e r w is e ,  we can  o n ly  assum e t h a t  th e  paym ent o f  su ch  e x p e n s e s ,  

in  a p r o p e r ly  d r a f t e d  p la n  f o r  S t a te  e m p lo y e e s , w ould n o t  c o n s t i t u t e  

ta x a b le  income to  th e  em p loyees u n d e r f e d e r a l  o r  s t a t e  la w s . They w ould 

n o t  be " d e d u c t ib l e "  by th e  S t a t e ,  o f  c o u r s e ,  b u t n e i t h e r  w ould h e a l t h  

in s u ra n c e  p rem ium s. I t  a l s o  sh o u ld  be n o te d  t h a t  m ost S t a t e  em p loyees  

a re  in  low incom e ta x  b r a c k e ts  and th e r e f o r e  p ro b a b ly  use  th e  " s t a n d a r d "  

d e d u c tio n s  p e r m i t t e d .  A ssum ing f a v o r a b le  incom e ta x  t r e a tm e n t  t h e r e o f ,  

a m e d ic a l /d e n ta l  e x p en se  re im b u rsem en t w ould seem e s p e c i a l l y  f a v o r a b le

to  t h i s  g ro u p .

P la n  d e t a i l s  would have to  be w orked o u t v e ry  c a r e f u l l y ,  o f  c o u rs e  

b u t  th e  fo l lo w in g  exam ple may h e lp  to  i l l u s t r a t e  th e  c o n c e p t .  Suppose

i b M
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f i r s t  t h a t  th e  S t a t e  a g re e d  to  - 44c a l / d e n t a l  e x p e n se  re im b u rse m e n t

p la n  a s  i t s  s o le  a p p ro a c h  to  p r o v id in g  h e a l th  in s u r a n c e  b e n e f i t s  fo r  a l l  

f u l l - t i m e  S ta te  e m p lo y e e s . We w ould recommend t h a t  th e  maximum l i m i t  on 

re im b u rsem en t be s e t  a t  2% o f  a n n u a l s a l a r y  b u t  in  no e v e n t  more th a n  

$200 p e r  y e a r  p e r  em p lo y ee . H ow ever, th e  S t a t e  w ould a l l o c a t e  t o  th e  

p la n  an amount e q u a l  to  2^7. o f  t o t a 1 .» l y r o l l  f o r  p e r s o n a l  s e r v i c e s .

Based on  th e  c u r r e n t  p a y r o l l  e s t im a te  o f  $ 1 5 2 ,0 0 0 ,0 0 0 ,th e  t o t a l  S t a t e  

a p p r o p r i a t io n  f o r  th e  p la n  woul to  $ 3 ,8 0 0 ,0 0 0 . Of t h i s  am ount,

a b o u t $ 3 ,0 4 0 ,0 0 0  w ould be used  f o r  e x p en se  re im b u rse m e n t ( a c t u a l l y ,  i t  

w ould be l e s s  th a n  t h i s  b e c au se  o f  th e  $200 a n n u a l l i m i t ,  b u t  how much 

l e s s  c a n n o t be d e te rm in e d  a c c u r a t e l y  from  th e  f ig u r e s  a t  o u r  d i s p o s a l ) . *

The a d d i t i o n a l  ^7. (o r  ab o u t $ 7 6 0 ,0 0 0 ) c o u ld  be u sed  to  pay th e  a d m in is ­

t r a t i v e  c o s t s  o f  th e  p l a n ,  e s t a b l i s h  a m odest c o n tin g e n c y  r e s e r v e  and 

pay f o r  any b e n e f i t s  t o  r e t i r e e s .  A cco rd in g  to  in fo r m a t io n  f u r n i s h e d  

th e  P e r s o n n e l  D iv i s io n  by M r. G r e s s e t t s ,  t h e r e  a re  a b o u t 9 ,0 0 0  i n d i v i ­

d u a ls  c u r r e n t l y  r e t i r e d  u n d e r  th e  S t a t e  R e tir e m e n t  S y stem , o f  w h ich  

a p p ro x im a te ly  3 ,0 0 0  a r e  S t a t e  e m p lo y e e s , s t r i c t l y  d e f in e d .  L et us 

a ssu m e, th e n ,  th e s e  l a t t e r  em p loyees  w ere m aking an a v e ra g e  o f  $ 7 ,0 0 0  

as  b a se  co m p en sa tio n  f o r  r e t i r e m e n t  b e n e f i t s .  A 2% m e d ic a l  e x p e n se  

re im b u rse m e n t f o r  su c h  r e t i r e e s  w ould  r e q u i r e  an a n n u a l  o u t la y  o f  

$ 4 2 0 ,0 0 0 . As an a l t e r n a t i v e  to  th e  re im b u rse m e n t a p p ro a c h  f o r  r e t i r e e s ,  

th e  S t a t e  c o u ld  s im p ly  pay th e  m o n th ly  prem ium s o f  " m e d ic a re ” P a r t  B.

The l a t t e r  a p p ro a c h  w ould c o s t  a b o u t $20 0 ,0 0 0  p e r  y e a r  (3 ,0 0 0  X ro u g h ly  

$65 a n n u a l ly  p e r  e m p lo y e e ) .

The S t a te  Highway D ep a rtm en t would, l ik e w is e  c o n t r i b u t e  2^7. o f  

i t s  p a y r o l l  to  th e  p l a n .  W hile th e  b a s ic  27. w ould be u sed  f o r  m e d ic a l

*We e s t im a te  t h a t  a $200 l i m i t  w ould red u c e  t o t a l  e x p e n se  re im b u rse m e n ts  
by a b o u t $ 3 0 0 ,0 0 0  p e r  y e a r .



re im b u rse m e n t to  i t s  em p lo y ees , th e  a d d i t i o n a l  ^7. w ould be a v a i l a b l e  to  

th e  p la n  f o r  a d m i n i s t r a t iv e  c o s t s ,  r e t i r e e  b e n e f i t s  and c o n t i n g e n c i e s ,  

as  d e s c r ib e d  a b o v e . T h is  means t h a t  an a d d i t i o n a l  $ 2 0 0 ,0 0 0  w ould be 

a v a i l a b l e  ($40  m i l l i o n  X V »)» m aking a t o t a l  o f  $ 9 6 0 ,0 0 0  f o r  th e  " e x c e s s

fu n d " .

Compared to  th e  v a r io u s  a l t e r n a t i v e  in s u re d  p l a n s  t h a t  c o u ld  be 

a d o p te d , th e  above a p p ro ach  has th e  fo l lo w in g  p o t e n t i a l  a d v a n ta g e s :

1. The S t a t e ’ s s h a re  o f  th e  a n n u a l c o s t  can  be

d e te rm in e d  p r e c i s e l y  i n  advance  -  and i t  w ould 

n e v e r  ex ceed  th e  2V® o f  p a y r o l l  maximum.

2 . The em ployee r e c e iv e s  a  b e n e f i t  e v e ry  y e a r ,  p re su m a b ly  

on a v e ry  f a v o r a b le  ta x  b a s i s ,  and i t  i s  n o t  s u b je c t  

to  th e  u s u a l  in s u ra n c e  d e d u c t i b l e s ,  e x c lu s i o n s ,  e t c .

3 . The p la n  i s  r e a s o n a b ly  e q u i t a b l e  among a l l  e m p lo y e es . 

I t  " f i t s "  th e  v e ry  h e te ro g e n e o u s  g roup  much b e t t e r

• th an  would be p o s s ib l e  u n d e r a s i n g l e ,  u n ifo rm  

in su re d  p la n .

4 .  I t  would be r e l a t i v e l y  e a sy  to  te r m in a te  o r  amend 

th e  p la n  i f  some form o f  n a t i o n a l  h e a l t h  in s u r a n c e  

i s  ad o p ted  d u r in g  th e  n e x t  few y e a r s .  I n d e e d , i t  

would f i t  n i c e l y  w ith  th e  " c a t a s t r o p h i c "  n a t i o n a l  

h e a l th  in s u ra n c e  p la n  w hich a p p a r e n t l y  i s  s u p p o r te d  

by C ongressm an M i l l s .

5 . At l e a s t  up to  th e  maximum l i m i t s ,  i t  h e lp s  m eet 

th e  p rob lem  o f  p r o v id in g  c o v e ra g e  f o r  m e n ta l  

i l l n e s s ,  d ru g  a d d ic t io n  and a lc o h o l is m .  Such
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e x p e n se s  w ould be re im b u rse d  on th e  same b a s i s

a s  o th e r  p h y s ic a l  a i lm e n t s .

6 .  I t  s h o u ld  n o t  r e q u i r e  a l a r g e ,  h i g h l y - s k i l l e d  

s t a f f  to  a d m in is t e r  th e  p l a n .

7 .  I t  sh o u ld  have g r e a t  a p p e a l  to  em p loyees ( a n d , 

we s u s p e c t ,  th e  m e d ic a l  com m unity as w e l l ) .

8 .  I t  p r o v id e s  a m eans o f  fu n d in g  th e  b e n e f i t s  f o r

r e t i r e e s .

9 .  I t  p e rm i ts  e s ta b l i s h m e n t  o f  a ' ’fu n d ” s im i l a r  to  

th e  one recommended by th e  G e n e ra l A ssem bly 

S tu d y  C om m ittee . B ut i t  d o es  n o t  r e q u i r e

a c t u a r i a l  s e r v i c e s  and e x p e n s e s .

1 0 . I t  e l i m i n a te s  any  i n s u r e r  p r o f i t  m arg in  p e r  s e .

1 1 . I t  r e q u i r e s  no em ployee  c o n t r i b u t i o n s  a n d , t h u s ,  

i t  a v o id s  th e  p ro b le m  o f  a c h ie v in g  p a r t i c i p a t i o n

. by e m p lo y e es .

1 2 . I t  can  be i n s t a l l e d  w i th o u t  u p s e t t i n g  any m a jo r

m e d ic a l  p la n s  now in  e f f e c t  f o r  many S t a t e  

e m p lo y e e s . I n d iv id u a l  S t a t e  a g e n c ie s  w ould be 

f r e e  t o  a d a p t  t h e i r  e x i s t i n g  in s u ra n c e  a rra n g e m e n ts

w i th o u t  to o  much t r o u b l e .
*****

1 3 . I t  i s  p ro b a b ly  ’’c h e a p e r " ,  in  many r e s p e c t s ,  th a n  

b u y in g  f i r s t  d o l l a r  in s u r a n c e  c o v e ra g e  ( e s p e c i a l l y  

i f  th e  l a t t e r  c o v e rs  m a t e r n i t y ) .

1 4 . E m ployees c o u ld  c a r r y  p r i v a t e  h e a l t h  in s u ra n c e  and 

in c lu d e  t h e i r  p rem ium s, up to  th e  l i m i t s  p r e s c r ib e d ,  

in  e l i g i b l e  e x p e n se s  f o r  re im b u rse m e n t.
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15. I t  a v o id s  v a r io u s  u n d e r w r i t in g ,  r a t i n g  and 

c o n t r a c t  d e s ig n  p ro b le m s a s s o c i a te d  w ith  th e

in s u r e d  a p p ro a c h .

16 . I t  i s  s a f e r  and much e a s i e r  to  im plem ent th a n

t r u e  " s e l f - i n s u r a n c e " .

17 . T h ere  sh o u ld  be few er c la im s  d i s p u t e s ,  s in c e  

th e  ite m s  s u b je c t  to  re im b u rse m e n t would be 

c l e a r l y  d e f in e d  (and  to  some e x te n t  p o l ic e d  

by  th e  I . R . S . ) .

1 8 . I t  fa v o rs  th e  lo w e r -p a id  em p loyees w ith o u t  

u n d u ly  p e n a l i z in g  the  h ig h e r - p a id  e m p lo y e e s .

19. I t  w ould seem  to  f i t  n i c e l y  w ith  th e  H.M.O. 

c o n c e p t  d is c u s s e d  in  a p re v io u s  s e c t io n  o f  

t h i s  r e p o r t .

2 0 . I t  c o o r d in a te s  w e l l  w i th  th e  S t a te  R e tire m e n t

S y stem .

D e s p ite  th e  f o r e g o in g ,  th e  a u th o r s  w ould be th e  f i r s t  to  r e c o g n iz e  t h a t  

th e r e  a r e  some p o t e n t i a l  d is a d v a n ta g e s  a s s o c i a te d  w ith  th e  a p p ro a c h :

1. In  o u r  o p in io n ,  th e  s i n g l e  m ost im p o r ta n t  

d is a d v a n ta g e  o f  th e  p la n  i s  t h a t  i t  does 

n o t  re sp o n d  d i r e c t l y  t o  th e  need  f o r  

" c a t a s t r o p h ic "  p r o t e c t i o n  i . e .  p r o t e c t i o n  

f o r  th e  l a r g e  m e d ic a l  e x p e n s e s .  Those w ith  

h ig h e r  income and  e d u c a t io n  l e v e l s  u n d o u b te d ly  

would c o n tin u e  t o  c a r r y  m a jo r  m e d ic a l  i n s u r a n c e ,  

i n d iv i d u a l l y  o r  th ro u g h  e x i s t i n g  g roup  p l a n s .  
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• But wc a r e  i n c l in e d  to  b e l i e v e  t h a t  th o u sa n d s

o f  em ployees w ould n o t .

One p o s s ib le  s o lu t i o n  to  t h i s  p a r t i c u l a r

p rob lem  m ig h t be to  su p e rim p o se  a g roup  m a jo r  

m ed ic a l in s u ra n c e  p la n  on to p  o f  th e  m e d ic a l  

e x p e r t  re im b u rsem en t p l a n .  Em ployees m ig h t be 

r»* ' .to  p a r t i c i p a t e  in  th e  m a jo r  m e d ic a l

insura '<  \ ;> s  a c o n d i t io n  o f t h e i r  e l i g i b i l i t y

f o r  ex p en se  re im b u rse m e n t. The m a jo r  m e d ic a l  

p la n  would have a c a le n d a r  y e a r  fa m ily  d e d u c t i ­

b le  o f $200 (o r  2% o f  e a r n i n g s ,  i f  low er) and 

a maximum l i f e t i m e  b e n e f i t  o f ,  s a y ,  $ 5 0 ,0 0 0 .

I f  th e . .2^ m e d ic a l  re im b u rse m e n t g u id e l in e  w ere

to  be u s e d ,  how ever, t h i s  w ould le a v e  a maximum 

o f  $960 ,000  p e r  y e a r  to  fund th e  e m p lo y e r ’ s 

p o r t io n  o f  th e  m ajo r m e d ic a l  in s u r a n c e  c o s t , *  

pay  a d m i n i s t r a t iv e  c o s t s  o f th e  u n d e r ly in g  

u n in s u re d  e x p en se  re im b u rse m e n t p l a n ,  p ro v id e  

any  b e n e f i t s  f o r  r e t i r e e s  and e s t a l i s h  a 

c o n tin g e n c y  fu n d . Assum ing $ 6 0 ,0 0 0  f o r  a d m in is  

t r a t i o n  and c o n t in g e n c ie s  and  $ 1 0 0 ,0 0 0  f o r  

V ?y ii o n e - h a l f  o f  th e  m e d ic a re  P a r t  B prem ium  

f o r  r e t i r e e s ,  t h i s  le a v e s  a b a la n c e  o f  ab o u t 

$ 8 0 0 ,0 0 0  (o r  o n ly  a b o u t $24 p e r  y e a r  p e r  em­

p lo y ee  a v a i l a b l e  to  pay  m a jo r  m e d ic a l  in s u r a n c e  

prem ium s f o r  a c t i v e  e m p lo y e e s ) . T h u s , th e

★P lu s  as much as  $30 0 ,0 0 0  per y e a r  r e l e a s e d  by im p o s i t io n  o f  a $200 
l i m i t  on re im b u rse m e n t, assum ing  o u r e s t im a te s  a r e  c o r r e c t .



em ployee w ould have to  pay ab o u t $100 p e r  y e a r  

t o  c o v e r  h i s  fa m ily  u n d e r  m a jo r  m e d ic a l  ( o r  

a b o u t $50 f o r  a s i n g l e  em p lo y ee . T h is  m eans 

t h a t  th e  S t a t e  w ould pay  a b o u t 50% o f  th e  

t o t a l  p rog ram  c o s t ,  th o u g h , b e c a u se  th e  a v e ra g e  

p e r  em ployee c o s t  o f  m e d ic a l  re im b u rse m e n t would

am ount to  a b o u t $ 1 1 7 . I f  th e  S t a te  a l l o c a t e d  an 

a d d i t i o n a l  o f  p a y r o l l ,  a b o u t $48 p e r  em ployee 

w ould be a v a i l a b l e  to  pay a n n u a l m a jo r  m e d ic a l  

in s u r a n c e  p rem ium s. Remember, to o ,  t h a t  su ch  

prem ium s w ould be e l i g i b l e  f o r  re im b u rs e m e n t, 

up to  th e  27. o r  $200 maximum, a lo n g  w ith  o t h e r  

i t e m iz a b le  m e d ic a l  e x p e n s e s .

2 . A second  p o t e n t i a l  d i s a d v a n ta g e  o f  m e d ic a l  

e x p e n se  re im b u rse m e n t i s  th e  a d m i n i s t r a t i v e

b u rd e n  in h e r e n t  i n  th e  a p p ro a c h . We do n o t  

b e l i e v e  t h a t  a d m i n i s t r a t i v e  p ro b lem s w ould be

in s u rm o u n ta b le .  Nor do we f e e l  t h a t  a d m in is ­

t r a t i v e  c o s t s  w ould be p r o h i b i t i v e .  But in

th e  a b s e n c e s  o f  d e f i n i t i v e  c o s t  e s t i m a t e s ,

o u r  o p tim ism  i s  b a se d  a lm o s t e n t i r e l y  on 

judgm ent and i n t u i t i o n .

3 . R eim bursem ent f o r  m a te r n i ty  e x p e n se s  m ig h t pose
*

some p ro b le m s . I t  c o u ld  be a rg u e d  t h a t  m a te r n i ty  

e x p e n se s  sh o u ld  n o t  be re im b u rs e d  a t  a l l .  T h is  

w ould le a v e  th e  em ployee  w ith  no m a te r n i ty  c o v e ra g e

w h a te v e r ,  s in c e  m a jo r  m e d ic a l  c o n t r a c t s  do n o t

-49-
1 6 1 0



a f f o r d  c o v e ra g e  f o r  r o u t in e  p r e g n a n c ie s .  I f  

m a te r n i ty  e x p e n se s  a r e  to  be e l i g i b l e  f o r  r e ­

im b u rse m e n t, on th e  o th e r  h an d , a w a i t in g  p e r io d

o f  a t  l e a s t  10 m onths a f t e r  i n i t i a l  em ploym ent 

w ould  be h ig h ly  a d v i s a b l e .  And g u i d e l in e s  w ould 

have  to  be e s t a b l i s h e d  c o n c e rn in g  su ch  m a t t e r s  as 

p re g n a n c y  b e n e f i t s  f o r  d e p e n d e n ts  o f  em p loyees , 

th e  maximum l i m i t  p a y a b le  to  fe m a le s  who t e r m i ­

n a te  a t  th e  end o f  th e  s i x t h  m onth o f  p re g n a n c y

( th e  u s u a l  c a s e )  and w h e th e r  su ch  b e n e f i t s  a r e

to  be “ c u m m u la tiv e ” when th e  maximum was n o t

u sed  up in  p r i o r  y e a r s .  T hese i s s u e s  a re  more 

p h i lo s o p h i c a l  th a n  t e c h n i c a l ,  b u t  th e y  a t  l e a s t

sh o u ld  be ack n o w led g ed .

Some m ig h t f e e l  t h a t  a m e d ic a l  e x p e n se  re im ­

b u rse m e n t p la n  w ould le n d  i t s e l f  to  w id e s p re a d

a b u s e .  We do n o t s h a re  t h i s  c o n c e rn  b e c a u s e ,

as  a p r a c t i c a l  m a t t e r ,  e v e ry  em ployee  c o u ld  be 

e x p e c te d  to  use  h i s  f u l l  maximum anyway (e x c e p t  

th ro u g h  i g n o r a n c e ) .  I n  t h a t  s e n s e ,  th e  p la n  

sh o u ld  be v iew ed a s  somewhat co m p a rab le  to  a 

“ s a l a r y  i n c r e a s e ” . M o reo v e r, we s u s p e c t  t h a t  

th e  I .R .S .  m igh t h e lp  p o l i c e  any  ab u se  p ro b le m , 

i . e .  em p lo y ees  who su b m it phony b i l l s  ( o r  b i l l s  

f o r  e x p e n se s  t h a t  w ould n o t  be d e d u c t ib le  f o r  

t a x  p u rp o s e s )  w ould be ru n n in g  th e  r i s k  o f  h a v in g

th e  am ount in c lu d e d  in  h i s  t a x a b le  incom e.
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5 . A f i n a l  p o t e n t i a l  d is a d v a n ta g e  i s  t h a t  such  a

p la n  w ould r e p r e s e n t  a new and p e rh a p s  c o n fu s in g  

c o n c e p t  to  many e m p lo y e es . Compared to  s im i la r  

p ro b le m s on in s u re d  p l a n s ,  th o u g h , we th in k  the  

re im b u rse m e n t n o t io n  would be e a s i e r  to  e x p la in

th a n  in s u r e d  b e n e f i t s .  The em ployee sim p ly

w ould have  to  save h i s  m e d ic a l b i l l s  and p r e s e n t

them  f o r  re im b u rse m e n t on a m o n th ly , s e m i-a n n u a l

o r  s i m i l a r  b a s i s .

A f te r  w e ig h in g  th e  p o t e n t i a l  a d v a n ta g e s  and d is a d v a n ta g e s  c a r e f u l l y ,  we

have c o n c lu d e d  t h a t  a m e d ic a l  e x p e n se  re im b u rse m e n t ap p ro a c h  (w ith  o r

o
w ith o u t  m ajo r  m e d ic a l  in s u r a n c e  su p e rim p o sed  th e re o n )  i s  th e  most 

a p p e a l in g  o f  th e  l o g i c a l  a l t e r n a t i v e s .  W hile many o f th e  p la n  d e t a i l s  

a re  d e b a ta b le ,  we s t r o n g l y  b e l i e v e  t h a t  th e  c o n c e p t i s  w o rth y  o f  v e ry  

s e r io u s  c o n s i d e r a t i o n ,  e s p e c i a l l y  in  v iew  o f  th e  somewhat l im ite d  fu n d s

a v a i l a b l e  fo r  h e a l t h  in s u r a n c e  b e n e f i t s .
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U N IV E R S IT Y  OF S O U TH  CAROLINA

C O LU M B IA  S . C. .2 9 2 0 8

C O ltfC f O f  IU S IN IS S  AO M IN IJTAATIO N

F eb ru ary  9 , 1972

Mr. F . E. E l l i s ,  D i r e c to r
P e rso n n e l D iv i s io n ,  S t a t e  o f  S ou th  C a r o l in a  
700 Knox A b b o tt D rive  
C ayce , S ou th  C a r o l in a  29033

Dear E a r l :
I n  Re: H e a lth  In s u r a n c e  B e n e f i t s  

For S t a te  Em ployees

D uring  o u r J a n u a ry  1 3 th  m e e tin g  w ith  th e  S t a t e  Budget and  C o n tro l  B o a rd , you 
w i l l  r e c a l l ,  G overnor W est a sk e d  me to  " d e v e lo p  some a d d i t i o n a l  in f o r m a t io n "  
on th e  m e d ic a l /d e n ta l  ex p en se  re im b u rsem en t (p lu s  m ajo r m e d ic a l in s u r a n c e )  
ap p roach  P r o f e s s o r  S t in to n  and I  had s u b m it te d  as one o f  th e  l o g ic a l  a l t e r n a  
t i v e s  to  be c o n s id e r e d .

In  th e  l i g h t  o f  th e  G o v e rn o r’ s a p p a re n t i n t e r e s t  i n  t h i s  a p p ro a c h , I  have  
a tte m p te d  to  r e f i n e  and c l a r i f y  i t  in  th e  a t ta c h e d  memorandum. I  am s e n d in g  
th e  memorandum d i r e c t l y  to  y o u , how ever, in  th e  hopes t h a t  you and y o u r 
a s s o c i a te s  w i l l  re v ie w  i t  c a r e f u l l y  b e fo r e  s e n d in g  to  t h e  G overnor o r  o th e r s  
as you deem a p p r o p r i a t e .

I  s h a l l  rem ain  a v a i l a b l e . t o  a s s i s t  you i n  any way I  c a n .

S in c e r e ly ,

D r. Ronald C. Horn CLU, CPCU
P ro fe s s o r  o f  In s u ra n c e

RCH/pc
E n c lo su re

c c : P r o fe s s o r  John  E . S t i n t o n ,  CLU
Fred H a s k e ll  -
George H endry

(F or your in fo r m a t io n ,  I have d e v o te d  a b o u t IB  a d d i t i o n a l  h o u rs  to  t h i s  
p r o je c t  s in c e  December 9 , 1971)
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F e b ru a ry  9 , 1972

MEMO TO: F . ’ E . E l l i s ;  D i r e c t o r ,  S t a t e  o f S o u th  C a ro l in a  P e r s o n n e l  D iv is io n

FROM: P r o f e s s o r  R onald C. Horn

IN RE: A d d i t io n a l  O b s e rv a t io n s  C o n c e rn in g  A Program  o f  HeaLth In s u ra n c e  
B e n e f i t s  F o r S t a t e  Em ployees

D ear M r. E l l i s :

I n  th e  w r i t t e n  r e p o r t  s u b m it te d  to  you on November 17, 1971 , P r o f e s s o r  
S t in t o n  and I  o u t l i n e d  o u r  recom m endations and o b s e r v a t io n s  c o n c e rn in g  a 
s u i t a b l e  p rogram  o f  h e a l t h  in s u ra n c e  b e n e f i t s  f o r  s t a t e  e m p lo y e e s . On J a n u ­
a ry  13 , 1972, I  was g iv e n  an o p p o r tu n i ty  to  d i s c u s s  t h i s  r e p o r t  in  a m e e tin g  
w ith  th e  members o f  th e  S t a te  B udget and C o n tro l  B o a rd , a t  th e  c o n c lu s io n  o f  
w hich G overnor W est ask ed  me t o  d e v e lo p  some a d d i t i o n a l  in f o r m a t io n .  S p e c i f i ­
c a l l y ,  he ask ed  me to  e l a b o r a t e  upon "P la n  D ", one o f  th e  s e v e r a l  a l t e r n a t i v e s  
d is c u s s e d  in  pages 35 to  51 o f  th e  w r i t t e n  r e p o r t .  T h is  memorandum i s  an 
a t te m p t  to  p ro v id e  th e  r e q u e s te d  c l a r i f i c a t i o n s .

G e n e ra l N a tu re  o f  " P la n  D"

" P la n  D" i s  th e  l a b e l  we gave to  an  a p p ro a c h  w hich  w ould com bine (a )  
u n in su re d  m e d ic a l  e x p e n se  re im b u rsem en t w ith  (b) g roup  m a jo r  m e d ic a l  i n ­
s u ra n c e .  T h u s , th e  b e n e f i t  p ackage  fo r  em ployees w ould be p a r t i a l l y  u n in ­
s u re d  and p a r t i a l l y  in s u re d  by  a co m m erc ia l i n s u r e r .

U nder th e  u n in s u re d  m e d ic a l /d e n ta l  ex p en se  re im b u rse m e n t p o r t i o n  o f  
th e  p a c k a g e , g e n e r a l l y  s p e a k in g  th e  S t a te  w ould pay  o u t - o f - p o c k e t  (and 
o th e rw is e  u n in s u re d )  m e d ic a l e x p e n se s  i n c u r r e d  by em p loyees in  t h e i r  own 
b e h a l f  o r  in  b e h a l f  o f  d e p e n d e n ts . Such p la n s  a r e  s p e c i f i c a l l y  p ro v id e d  
fo r  in  th e  I n t e r n a l  Revenue C ode, and th e y  a r e  now f a i r l y  common in  b u s i ­
n e s s  and i n d u s t r y .  As a p r a c t i c a l  m a t t e r ,  i t  i s  c u s to m a ry  and a d v is a b le  
to  p la c e  a l i m i t  on  th e  maximum b e n e f i t  p a y a b le ,  p r e f e r a b l y  a f l a t  d o l l a r  
am ount, a p e rc e n t  o f  an n u a l g ro s s  c o m p e n sa tio n  o r  a c o m b in a tio n  o f  th e  
tw o. '  In  th e  i l l u s t r a t i o n  u sed  in  o u r  e a r l i e r  r e p o r t ,  f o r  e x a m p le , we 
s u g g e s te d  t h a t  th e  maximum b e n e f i t  be s e t  a t  27. o f  a n n u a l c o m p e n sa tio n  
b u t in  no e v e n t more th a n  $200 p e r  y e a r .  (An a l t e r n a t e  a p p ro a c h  would 
be to  im pose a f l a t  $100 maximum p e r  y e a r  f o r  e a c h  c o v e re d  e m p lo y e e ) .

The second  p o r t i o n  o f  th e  p ack ag e  w ould c o n s i s t  o f  g roup  m a jo r  
m e d ic a l in s u ra n c e  d e s ig n e d  t o  " s i t  on to p  o f "  th e  u n d e r ly in g  b e n e f i t  
j u s t  d e s c r ib e d .  The m ajo r m e d ic a l  in su rance?  c o n t r a c t  w ould have a 
" c a le n d a r - y e a r "  d e d u c t ib le  p e r  f a m i ly ,  i d e a l l y ,  and th e  d e d u c t ib le  
amount would c o rre s p o n d  as c l o s e l y  to  th e  u n in s u re d  e x p e n se  re im ­
b u rsem en t maximum as i n s u r e r  u n d e rw r i t in g  r e q u ir e m e n ts  w ould p e r m i t .
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(.
I f  th e  b a se  p la n  had a maximum b e n e f i t  o f  $100 , f o r  e x a m p le , th e  g roup  
m a jo r  m e d ic a l  c o n t r a c t  m ig h t have  a c a sh  d e d u c t ib le  o f ,  s a y ,  $150 o r  
$200 p e r  y e a r .  The S t a te  w ould pay o r  re im b u rse  th e  em ployee f o r  th e  
f i r s t  $100 o f  m e d ic a l  e x p e n se s  in c u r r e d  d u r in g  th e  y e a r .  And th e  m a jo r  
m e d ic a l  i n s u r e r  w ould b e g in  p a y in g  th e  l a r g e r  p o r t i o n  o f  c o v e re d  e x p e n s e s ,  
a f t e r  s a t i s f a c t i o n  o f  th e  c a sh  d e d u c t i b l e ,  a l l  th e  way up to  th e  maximum 
d o l l a r  amount s p e c i f i e d  ( e .g .  $ 5 0 ,0 0 0 ) . A t y p i c a l  " c o in s u r a n c e ” c la u s e  
w ould p ro v id e  f o r  th e  paym ent o f  80% o f su ch  e x p e n se s  by th e  i n s u r e r  and 
20% by th e  i n s u r e d .

W hile there*  a r e  num erous t e c h n i c a l  d e t a i l s  in  th e  " P la n  D" p a c k a g e , 
p e rh a p s  t h i s  b ro a d  o u t l i n e  w i l l  be enough to  convey  th e  b a s ic  c o n c e p ts .  
P ro b a b ly  th e  m ost fu n d am e n ta l a s p e c t  o f  th e  a p p ro a c h  i s  t h a t  th e  in s u r e d  
p o r t i o n  p la c e s  p r im a ry  em phasis  on c o v e ra g e  f o r  th e  c a t a s t r o p h i c  o r  m a jo r  
i l l n e s s .  T h is  fo llo w s  from  th e  r e l a t i v e l y  la r g e  d e d u c t ib le  and th e  la r g e  
maximum b e n e f i t  recom m ended. The c o in s u ra n c e  and d e d u c t ib le  p r o v is io n s  
h e lp  keep  th e  premium low -  much lo w e r, in  f a c t ,  th a n  t r a d i t i o n a l  f i r s t -  
d o l l a r  h o s p i t a l / m e d i c a l  in s u r a n c e ,  d e s p i t e  a much h ig h e r  maximum b e n e f i t  
u n d e r  m a jo r  m e d ic a l  c o v e ra g e . The u n in su re d  p o r t i o n  o f  P la n  D h e lp s  f i l l  
th e  ’’g a p ” l e f t  by th e  in s u ra n c e  d e d u c t i b l e ,  th e n ,  and in  a v e ry  g e n e ra l  
way p ro v id e s  a t  l e a s t  some " f i r s t  d o l l a r "  c o v e ra g e  f o r  th e  em p lo y ee .

As w i l l  be d is c u s s e d  l a t e r ,  i t  seems u n l ik e ly  t h a t  th e  S t a t e  w ould 
be w i l l i n g  a n d /o r  a b le  to  pay f o r  th e  f u l l  c o s t  o f  P la n  D (o r  any  o f  th e  
o t h e r  a l t e r n a t i v e s ) .  * I f  th e  S t a t e  pays th e  e n t i r e  c o s t  o f  th e  u n in s u re d  
m e d ic a l  ex p en se  re im b u rsem en t p o r t i o n  o f  th e  P la n  D p a c k a g e , i t  w ould 
p ro b a b ly  mean t h a t  some em ployees would be e x p e c te d  to  pay a s h a re  o f  th e  
m a jo r  m e d ic a l  in s u ra n c e  prem ium . A c c o rd in g ly , I would w ant to  s p e c i f y  
t h a t  th e  em ployee m ust e l e c t  and h e lp  pay f o r  any m a jo r  m e d ic a l  in s u ra n c e  
c o s t  b e fo r e  he i s  e l i g i b l e  f o r  th e  u n d e r ly in g  m e d ic a l  e x p e n se  re im b u rse m e n t 
a r ra n g e m e n t. O th e rw is e , I am a f r a i d  t h a t  l e s s  s o p h i s t i c a t e d  em p loyees  
w ould n o t  e l e c t  to  p a r t i c i p a t e  in  th e  m ajo r  m e d ic a l  in s u r a n c e ,  th e  im p l i ­
c a t i o n s  o f  w h ich  a r e  f a i r l y  o b v io u s . T h is  i s  n o t  q u i t e  th e  same th in g  as 
m aking th e  p ack ag e  c o m p u lso ry , th o u g h , b e c a u se  th e  em ployee c o u ld  s t i l l  
e l e c t  n o t  to  p a r t i c i p a t e  in  e i t h e r  p o r t i o n  o f  th e  p a c k a g e , i f  he so 
d e s i r e d .

’ The a d v a n ta g e s  and d is a d v a n ta g e s  o f  u s in g  th e  u n in s u re d  m e d ic a l  
e x p e n se  re im b u rse m e n t a p p ro a c h  a s  th e  s o le  b e n e f i t  to  be p ro v id e d  f o r  
em p loyees  a re  d i s c u s s e d  in  some d e t a i l  on p ag es  45 to  51 o f  o u r  e a r l i e r  
r e p o r t .  A su p e rim p o se d  m a jo r  m e d ic a l  in s u ra n c e  p la n  was s u g g e s te d  a s  
a m eans o f  m e e tin g  th e  need  f o r  c a ta s t r o p h e  p r o t e c t i o n ,  s in c e  a 2% o f  
s a l a r y  m e d ic a l  e x p en se  re im b u rse m e n t p la n  w ould n o t ,  by i t s e l f ,  re sp o n d  
to  t h a t  n e e d . But I  do n o t b e l i e v e  th e  r e p o r t  m akes i t  c l e a r  t h a t  we 
e n v is io n e d  " P la n  D" as th e  c o m b in a tio n  o f  m e d ic a l e x p en se  re im b u rse m e n t 
p lu s  m a jo r  m e d ic a l  in s u r a n c e .  I n  re tro sp e c t* ', I am l ik e w is e  c o n v in c e d  
t h a t  th e  r e p o r t  d o es  n o t d e a l  e x p l i c i t l y  enough w ith  th e  p ro s  and co n s  
o f  th e  P la n  D p a c k a g e , as a package '. I w i l l  r e t u r n  to  t h i s  p o i n t  in  a 
m om ent. But f i r s t  we s h o u ld  lo o k  a t  some c o s t  i m p l i c a t i o n s .



C ost C o n s id e ra t io n s

In  th e  f i n a l  a n a l y s i s ,  i t  w ould be v i r t u a l l y  im p o s s ib le  to  g e t  
re a s o n a b ly  a c c u r a te  c o s t  e s t i m a t e s ,  on any o f  th e  in s u r e d  p la n  d e s ig n  
a l t e r n a t i v e s  d i s c u s s e d  in  o u r  r e p o r t ,  u n le s s  and u n t i l  th e y  a r e  s u b je c te d  
to  th e  c o m p e t i t iv e  b id d in g  p r o c e s s .  The m ajo r m e d ic a l  in s u ra n c e  p o r t i o n  
o f  P la n  D i s  no  e x c e p t io n .  T h is  i s  p r e c i s e l y  why we recommended t h a t  
s p e c i f i c a t i o n s  be d r a f t e d  and b id s  o b ta in e d  b e fo r e  a f i n a l  d e c i s i o n  i s  
made. N o n e th e le s s ,  I w i l l  a t te m p t  to  be as r e s p o n s iv e  as  I  can  t o  th e  
G o v ern o r’ s r e q u e s t  f o r  more in fo r m a t io n  on th e  c o s t  c o n s id e r a t io n s  o f  
P lan  D. •

As f a r  a s  th e  m a jo r  m e d ic a l  in s u r a n c e  p o r t i o n  i s  c o n c e rn e d , the  
b e s t  e s t im a te  I  can  come up w ith  i s  to  u se  th e  r a t e s  now b e in g  c h a rg e d  
fo r  a s i m i l a r  p la n  a t  U .S .C . The co m p a riso n  i s  by no means p e r f e c t ,  f o r  
a v a r i e t y  o f  r e a s o n s ,  b u t  i t  sh o u ld  a f f o r d  us w i th  a s t a r t i n g  p l a c e .  I f  
th e  em ployee c a r r i e s  m a jo r  m e d ic a l  in s u r a n c e  o n ly  and n o t  th e  ’’b a s e  p la n "  
u n d e rw r i t te n  by  Blue C r o s s ,  h i s  m o n th ly  prem ium s w ould be a s  f o l lo w s :

Em ployee (o n ly ) $ 3 .7 5
W ife (o n ly ) 4 .5 0
W ife & C h i ld re n 6 .1 9
H usband (o n ly ) 3 .6 7
H usband & C h i ld r e n 5 .3 6
C h i ld re n  (o n ly ) 1 .6 9

T hus, th e  prem ium  i s  a s  low a s  $ 3 .7 5  p e r  m onth ($45 p e r  y e a r )  f o r  th e  
em ployee a lo n e  -  and a s  h ig h  a s  $ 9 .9 4  p e r  m onth (o r  $ 1 1 9 .2 8  p e r  y e a r )  
fo r  th e  em ployee  p lu s  h i s  w ife  and c h i l d r e n .  T h is  p la n  h as  a $ 5 0 ,0 0 0  
maximum, 80% c o in s u r a n c e  and a $200 c a sh  d e d u c t ib le  (w hich i s  n o t  a 
c a le n d a r  y e a r  d e d u c t i b l e ) .  F o r o u r  p u r p o s e s ,  t h e r e f o r e  I  i n t u i t i v e l y  
f e e l  th e  fo l lo w in g  w ould s u f f i c e  a s  an e s t im a te  f o r  a p la n  c o v e r in g  
a l l  s t a t e  em p lo y ees:

• Em ployee o n ly  $5/m o. o r  $ 6 0 /y r .
Em ployee and sp o u se  10/m o. o r  1 2 0 /y r .
E m ployee , s p o u s e ,  d e p e n d e n ts  12/m o. o r  1 4 4 /y r .

On th e  u n in s u re d  m e d ic a l  e x p e n se  re im b u rse m e n t p o r t i o n  o f  P la n  D, th e r e  
a re  s e v e r a l  p o s s i b i l i t i e s ,  d e p e n d in g  on th e  maximum a n n u a l l i m i t s  s e t .  
For ex am p le , i t  m igh t be $100 p e r  y e a r  p e r  em ployee OR 2% o f  s a l a r y  p e r  
y e a r  p e r  em ployee ($200 maximum p e r  y e a r ) .  L e t 's  u se  th e  $100 maximum 
as an  i l l u s t r a t i o n ,  and com bine i t  w i th  th e  m a jo r  m e d ic a l  prem ium  
e s t i m a t e s .

We have ab o u t 3 5 ,0 0 0  a c t i v e  em p loyees  t h a t  w ould  be e l i g i b l e  (se e  
e a r l i e r  r e p o r t  f o r  b re a k d o w n ), p lu s  an e s t im a te d  3 ,0 0 0  r e t i r e e s .  Of th e  
35 ,000  a c t i v e  e m p lo y e e s , n e a r l y  7 ,0 0 0  a r e  em ployed in  th e  S t a t e  Highway 
D ep a rtm en t. L e t us assum e t h a t  th e  S t a t e  d e c id e s  t o  pay (a )  th e  e n t i r e
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c o s t  o f  a com bined $100 f l a t  ex p en se  reim bursem en t p la n  and th e  f u l l  
em ployee c o s t  o f  m ajo r m e d ic a l  in s u ra n c e  fo r  a c t i v e  em ployees and 
(b ) th e  f u l l  P a r t  B M ed ica re  prem ium  f o r  r e t i r e e s .  Assume f u r t h e r  
t h a t  1007. o f  th o s e  e l i g i b l e  a c t u a l l y  e l e c t  to  p a r t i c i p a t e .  The 
e s t im a te d  c o s t s  w ould b e :  •

♦Annual C ost o f  M ed ica l re im bursem en t 
f o r  35 ,000  a c t i v e  em ployees « $ 3 ,5 0 0 ,0 0 0

P lu s

♦Annual c o s t  o f  P a r t  B M ed icare  
prem ium  f o r  3 ,0 0 0  r e t i r e e s  * 2 0 0 ,0 0 0

p lu s

♦Annual c o s t  o f  em ployee o n ly  m ajo r 
m e d ic a l  in s u ra n c e  c o v e ra g e  f o r  35,000
a c t i v e  em ployees * 2 ,1 0 0 ,0 0 0

p lu s

♦ A d m in is t ra t iv e  c o s t s  o f  m e d ic a l  
re im b u rse m e n t p l a n ,  c o n tin g e n c y
r e s e r v e s ,  m arg in  f o r  e r r o r s  * 2 0 0 ,0 0 0

T o ta l  $ 6 ,0 0 0 ,0 0 0

l e s s

♦ E s tim a te d  amount to  be p a id  by the  
S t a t e  Highway D e p a r tm e n t, from  " i t s  
own" fu n d s , f o r  i t s  own 7 ,0 0 0  a c t iv e
em ployees (and a b o u t 600 r e t i r e e s )  -  1 ,2 0 0 ,0 0 0

E s tim a te d  S t a te  A p p r o p r ia t io n s  R equ ired  $ 4 ,8 0 0 ,0 0 0

T h u s , we a r r i v e  a t  an e s t im a te d  a n n u a l S ta te  a p p r o p r i a t io n  o f a b o u t $ 4 .8  
m i l l i o n ,  w hich  m ig h t e v e n tu a l ly  be red u ced  somewhat by th e  a v a i l a b i l i t y  
o f  f e d e r a l  fu n d in g  to  some a g e n c ie s .  For th e  a c t i v e  em ployee who c o v e re d  
o n ly  h im s e lf  on m ajo r m e d ic a l  (o r  th e  r e t i r e e  c o v e re d  u nder M ed ica re  P a r t  B ) , 
th e  com bined p la n  w ould c o s t  him n o th in g .  For th e  a c t i v e  em ployee who 
c o v e re d  h i m s e l f ,  h i s  sp o u se  and h i s  c h i ld r e n  u n d e r m a jo r  m e d ic a l ,  h i s  
premium d e d u c tio n  w ould be a b o u t $7 p e r  m onth . (And i f  he had no o th e r  
m e d ic a l e x p e n se s  t h a t  y e a r ,  he c o u ld  ap p ly  fo r  re im b u rse m e n t o f  h i s  f u l l  
premium a s  an e l i g i b l e  m e d ic a l  e x p e n se  -  a t  no i n c r e a s e  in  c o s t  to  th e  
S t a t e ) .  C o l l e c t i v e l y ,  m a r r ie d  em ployees would c o n t r i b u t e  a b o u t $ 2 .2  
m i l l i o n  f o r  th e  d e p e n d e n ts ’ c o v e ra g e  under m ajor m e d ic a l ,  a c c o rd in g  to  
my e s t i m a t e s ,  m aking a g ran d  t o t a l  o f  abou t $ 8 .8  m i l l i o n  in  t o t a l
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a n n u a l " P la n  D” c o s t .  The S t a te  
t o t a l ,  o r  $ 6 .0  m i l l i o n ,  b u t o n ly  
S t a t e  a p p r o p r i a t io n s  p e r  s e .

w ould be p a y in g  w e l l  o v e r 50% o f  t h i s  
a b o u t $ 4 .8  m i l l i o n  would come from

Now, th e  e s t im a te d  S t a te  -  a p p ro p r ia te d  p a y r o l l  f o r  f i s c a l  1970-71 
was a b o u t $152 m i l l i o n .  I t  t h e r e f o r e  fo llo w s  t h a t  th e  $ 4 .8  m i l l i o n  
(above) w ould r e p r e s e n t  ab o u t 3.1% o f  such p a y r o l l .

C rude a s  th e s e  f ig u r e s  a r e ,  p e rh a p s  th e y  s t i l l  w i l l  e n a b le  us to  
draw  some g e n e ra l  c o n c lu s io n s  a b o u t th e  p o t e n t i r . l  a d v a n ta g e s  and d i s ­
a d v a n ta g e s  th e  P la n  D v e r s io n  j u s t  d e s c r ib e d .

A dvan tages

1 . P ro v id e s  m uch-needed c a ta s t r o p h e  in s u ra n c e  p r o t e c t i o n .

2 .  The p la n  c o s t  to  em ployees i s  m in im al (n o th in g  f o r  s in g l e  
em ployees and a b o u t $7 m on th ly  f o r  m a r r ie d  em ployees w ith  
c o v e re d  d e p e n d e n ts ) .

3 .  R e q u ir in g  em ployees to  pay fo r  d e p e n d e n ts ’ m ajo r m e d ic a l  
c o v e ra g e  i s  e q u i t a b l e ,  and i t  re d u c e s  t o t a l  o u t la y s  by 
th e  S t a te  s i g n i f i c a n t l y .

4 .  B ecause th e  c o s t  i s  so  low , th e  v a s t  m a jo r i ty  o f  em ployees 
sh o u ld  e le c jt  to  p a r t i c i p a t e  (and th e y  a r e  f u r t h e r  en c o u ra g e d  
to  do so  by r e q u i r in g  m a jo r  m e d ic a l in s u ra n c e  a s  a c o n d i t io n  
o f  b e in g  e l i g i b l e  f o r  th e  d i r e c t  e x p en se  re im b u rs e m e n t) .

5 .  The m e d ic a l  expense  re im b u rsem en t p o r t i o n  o f  th e  p la n  w ould 
n o t  be c o n s id e re d  t a x a b le  income to  th e  r e c i p i e n t s  ( s e e  ta x  
o p in io n s  a t t a c h e d  to  t h i s  memo).

6 .  The $100 re im b u rsem en t a t  l e a s t  h e lp s  m ee t th e  p rob lem s o f  
p r o v id in g  c o v e ra g e  f o r  m e n ta l i l l n e s s ,  a lc o h o l is m , d ru g  
a d d ic t io n  and p r e v e n t iv e  h e a l t h  c a r e .

7 .  The S t a t e ’ s s h a re  o f  th e  p la n  c o s t  c a n  be  d e te rm in e d  f a i r l y  
p r e c i s e l y  in  advance  ea ch  y e a r  -  and i t  sh o u ld  be r a t h e r  
s t a b l e  o v e r  t im e . W hile th e r e  in d ee d  may be in c r e a s e s  in  
th e  m a jo r  m e d ic a l  prem ium s o v e r  t im e ,  th e  i n c r e a s e s  sh o u ld  
c o m p rise  a v e ry  s m a ll p o r t io n  o f t o t a l  p la n  c o s t .

8 .  Each em ployee r e c e iv e s  a t a n g ib le  b e n e f i t  e v e ry  y e a r  (up to  
$100) f o r  e x p e n se s  w hich  m ig h t n o t be c o v e re d  un d er th e  
t y p i c a l  in s u r a n c e  c o n t r a c t .

9 . The p la n  c o s t  com pares f a v o r a b ly  w ith  o t h e r  l o g i c a l  a l t e r n a t i v e  
in s u r e d  p la n s  (more abou t, t h i s  b e lo w ).
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10 . In  some r e s p e c t s ,  th e  p la n  f a v o r s  lo w e r-p a id  em ployees 
( th o u g h  i t  i s  r e a s o n a b ly  e q u i t a b le  t o  a l l ) .

11 . I t  seem s to  f i t  n i c e l y  -  o r  a t  l e a s t  c o u ld  be e a s i l y  
m o d if ie d  to  f i t  -  th e  "HMO" c o n c e p t w h ich  th e  G overnor 
and o th e r s  f a v o r .

12 . I t  a v o id s  th e  v a r io u s  p i t f a l l s  and p ro b lem s a s s o c i a te d  
w ith  t r u e  ’’s e l f - i n s u r a n c e " .

D is a d v a n ta g e s

1 . The m e d ic a l  ex p en se  re im b u rse m e n t p o r t i o n  p o se s  an  a d m in is ­
t r a t i v e  b u rd e n  t h a t  w ould have to  b e  r e s o lv e d  w ith  c a r e f u l  
p la n  d e s ig n  d e t a i l s  and e f f i c i e n t  p r o c e d u r e s .

2 . T here  w ould be some d i f f i c u l t i e s  in  e x p la in in g  th e  p la n  
to  e m p lo y e e s , p e r h a p s ,  b u t  p ro b a b ly  no m ore so  th a n  f o r  
o th e r  p l a n s .

3 . C om m ercial i n s u r e r s  may n o t  be w i l l i n g  to  w r i t e  th e  m ajo r 
m e d ic a l  c o v e ra g e  e x a c t ly  as d e s c r ib e d  (o r  f o r  th e  prem iums 
i n d i c a t e d ) .  O nly c o m p e t i t iv e  b id s  w ould  t e l l  us f o r  s u r e .

4 .  P e rh ap s  th e  p r i n c i p a l  d i s a d v a n ta g e ,  a t  l e a s t  p o t e n t i a l l y ,  
l i e s  w ith  th e  n a tu r e  o f  t r u e  m a jo r  m e d ic a l  i n s u r a n c e .  The 
em ployee w ould have  to  s a t i s f y  d e d u c t ib le  r e q u i r e m e n ts ,  and 
th e n  pay a t  l e a s t  20% o f h i s  own c o v e re d  e x p e n se s  in  e x c e s s  
o f  th e  d e d u c t i b l e .  T h is  may p r e s e n t  a p ro b le m , e s p e c i a l l y  
f o r  lo w e r-p a id  e m p lo y e e s . One can  lo w er th e  e m p lo y e e ’ s 
c o in s u ra n c e  c o n t r i b u t i o n ,  o f  c o u r s e ,  b u t  t h i s  w ould in c r e a s e  
th e  m a jo r  m e d ic a l  prem ium  s i g n i f i c a n t l y .

T h ere  a re  a few o t h e r  p o t e n t i a l  d is a d v a n ta g e s  p e r h a p s ,  b u t  I  r e g a rd  
#4 as th e  m ost s i g n i f i c a n t .

What w ould happen  to  th e  in s u r a n c e  prem ium s and t o t a l  p la n  o u t la y s  
i f  we d e p a r te d  from  th e  t r u e  m a jo r  m e d ic a l  c o n c e p t?  T h a t i s  to  s a y ,  
w hat i f  we su p e rim p o sed  some s o r t  o f  f i r s t - d o l l a r  o r i e n t e d  in s u ra n c e  on 
to p  o f  th e  m e d ic a l e x p en se  re im b u rse m e n t p o r t i o n  o f  th e  p la n ?  O r, su p p o se  
we had th e  i n s u r e r  pay  100% o f  th e  f i r s t  $ 3 ,0 0 0  o f  e x p e n se s  in  e x c e s s  
o f  th e  d e d u c t ib le  -  and th e n  80% o f  th e  am ount i n  e x c e s s  o f  ($ 3 ,0 0 0  p lu s  
th e  d e d u c t ib le )  up to  th e  $50,000 maximum? I  d o n ’ t  r e a l l y  know f o r  s u r e ,  
o th e r  th a n  th e  f a c t  t h a t  i t  w ould i n c r e a s e  th e  prem ium s s i g n i f i c a n t l y .  
E i th e r  th e  S t a t e ’ s t o t a l  c o n t r i b u t i o n  w ould i n c r e a s e ,  th e n ,  o r  i t  w ould 
s ta y  th e  same and th e  em p lo y e e ’ s c o n t r i b u t i o n  w ould go up (some em ployees 
m ig h t n o t  p a r t i c i p a t e  and some o f  th e  lo w e r -p a id  m ig h t n o t  be a b le  to  
’’a f f o r d "  th e  a d d i t i o n a l  c o s t ,  in  any e v e n t ) .
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The o n ly  f ig u r e s  I  can o f f e r  f o r  a c ru d e  co m p ariso n  a re  th e  prem ium  
r a t e s  now b e in g  c h a rg e d  by S .C . B lue C ro ss  -  B lu e  S h ie ld  u n d e r th e  h e a l th  
in s u ra n c e  p la n  r e c e n t l y  o f f e r e d  to  S t a te  em ployees on an ’’open e n r o l lm e n t” 
b a s i s .  B r i e f l y  s t a t e d ,  th e  p la n  p ro v id e s  up to  70 days s e m i - p r iv a t e  
h o s p i t a l  c a re  ($20 d e d u c t i b l e ) ,  f u l l  c o v e ra g e  f o r  m is c e l la n e o u s  h o s p i t a l  
c h a r g e s ,  m a te r n i ty  b e n e f i t s  and a $375 s u r g i c a l  s c h e d u le .  A l im i t e d  . 
m a jo r  m e d ic a l p la n  a l s o  may be p u rc h a se d  t o  su p p lem en t th e  b a s ic  p l a n .
The l a t t e r  h a s  a $ 1 0 ,0 0 0  maximum ($ 5 ,0 0 0  i n  any one y e a r ) ,  an 80% c o in ­
s u ra n c e  c l a u s e ,  a $100 c o r r i d o r  d e d u c t ib le  and s e v e r a l  im p o r ta n t  r e s t r i c ­
t io n s  and e x c lu s io n s .  The i n i t i a l  m o n th ly  prem ium s f o r  t h i s  p ack ag e  w ere 
q u o te d  a s :

S in g le  $ 1 1 .8 2 /m o n th  (o r  $ 1 4 1 .8 4 /y e a r )
Fam ily  $ 2 8 .5 8 /m o n th  (o r  $ 3 4 2 ,9 6 /y e a r )

Compared to  th e  p u re  m a jo r  m e d ic a l  in s u r a n c e  r e f e r r e d  to  e a r l i e r ,  th e  
B lue C ro ss  -  S h ie ld  package  w ould (a )  " g iv e ” th e  em ployee f a i r l y  g e n e ro u s  
f i r s t - d o l l a r  c o v e ra g e , (b) " ta k e  away” a b o u t $ 4 0 ,0 0 0  to  $ 4 5 ,0 0 0  in  m ax i­
mum b e n e f i t  and (c )  c o n ta in  m ore r e s t r i c t i o n s  and e x c lu s io n s  on th e  m a jo r  
m e d ic a l  p o r t i o n .  B ut i t  c o s t s  o v e r  tw ic e  a s  much a s  U .S .C .’ s m a jo r  
m e d ic a l  p la n J  T h u s, th e  " B lu e s ” package  w ould have one o f  s e v e r a l  c o s t  
r e s u l t s .  I f  th e  S t a t e  c o n t r ib u te d  th e  same $60 p e r  y e a r  f o r  th e  e m p lo y e e ’ s 
in s u ra n c e  as i t  d id  u n d e r th e  e a r l i e r  i l l u s t r a t i o n ,  a " s i n g l e ” em ployee 
w ould have to  c o n t r i b u t e  o v e r $80 p e r  y e a r  ( in s t e a d  o f  n o t h i n g ) , and 
" f a m ily ” c o v e ra g e  w ould r e q u i r e  him  to  pay $283 p e r  y e a r  ( in s t e a d  o f  $84 
p e r  y e a r ) . I f  th e  S t a t e  e l e c t e d  to  pay th e  f u l l  c o s t  o f  " s i n g l e "  c o v e ra g e  
u n d e r B lue C ro s s ,  on th e  o th e r  b a n d , th e  S t a t e ’ s t o t a l  o u t l a y  f o r  in s u r a n c e  
would in c r e a s e  by o v e r  $ 2 ,0 0 0 ,0 0 0 . (And th e  m a r r ie d  em ployee w ould s t i l l  
be r e q u i r e d  t o  c o n t r i b u t e  n e a r ly  $17 p e r  m on th ) ♦ Even g r e a t e r  c o s t s  w ould 
be in v o lv e d  i f  th e  " B lu e s ” m a jo r  m e d ic a l  maximum w ere to  be in c r e a s e d  to  
th e  co m p arab le  $ 5 0 ,0 0 0 , w hich I d o u b t th e y  w ould do in  any  e v e n t .

In  f a i r n e s s ,  i t  c o u ld  be a rg u e d  t h a t  th e  B lue  C ro ss  package  m akes 
u n n e c e s s a ry  th e  u n in s u re d  m e d ic a l  ex p en se  re im b u rse m e n t p o r t i o n  o f  P la n  D. 
I f  one f e e l s  t h a t  w ay, w hich  I  do n o t ,  th e  B lu e ’ s p ack ag e  w ould re d u c e  
th e  s t a t e - a p p r o p r ia te d  o u t la y  by a b o u t $ 8 0 0 ,0 0 0 , a ssu m in g  th e  S t a t e  p a id  
th e  e n t i r e  c o s t  o f  " s i n g l e "  in s u r a n c e  c o v e ra g e  and d ro p p ed  th e  ex p en se  
re im b u rsem en t id e a .  How ever, th e  m a rr ie d  e m p lo y e e ’ s  c o n t r i b u t i o n  w ould 
s t i l l  be much g r e a t e r  th a n  f o r  t r u e  m a jo r  m e d ic a l  i n s u r a n c e ,  he w ould 
have 'd e d u c t ib le s  and o th e r  gaps in  th e  in s u r a n c e  c o v e ra g e  and he w ould 
c e r t a i n l y  n o t be a d e q u a te ly  p r o te c te d  f o r  c a t a s t r o p h e - t y p e  i l l n e s s e s .
I  am n o t  h e re  s u g g e s t in g  t h a t  th e  B lue C ro ss  p ack ag e  i s  "b ad "  o r  "good" 
a s  s u c h , b u t  u s in g  i t  a s  an i l l u s t r a t i o n  o f  w hat m ig h t happen  to  P la n  D 
c o s t s  i f  we d e p a r te d  s u b s t a n t i a l l y  from  th e  t r u e  m a jo r  m e d ic a l  in s u r a n c e  
o r i e n t a t i o n .

My g u ess  i s  t h a t  we c o u ld  f in d  an a c c e p ta b le  com prom ise somewhere 
be tw een  th e  two e x tre m e s  i . e .  b e n e f i t s  d e s ig n e d  to  s o f t e n  th e  im p ac t o f  
c o in s u ra n c e  re q u ir e m e n ts  b u t s t i l l  a f f o r d a b l e  by b o th  th e  S t a t e  and i t s  
e m p lo y e e s . My p r e f e r e n c e  w ould be f o r  so m e th in g  l i k e  th e  "100% o f  th e
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f i r s t  $ 3 ,0 0 0  and 80% o f  th e  e x c e s s ” c o in s u ra n c e  a rra n g e m e n t m en tio n e d  
e a r l i e r .  U n t i l  a guy had more th a n  $ 3 ,2 0 0  in  c o v e re d  e x p e n s e s ,  he 
w ould n e v e r  be  " s tu c k ” f o r  more th an  a b o u t $100 o r  so ( th e  amount by 
w h ich  th e  c a s h  d e d u c t ib le  u n d e r m a jo r  m e d ic a l  e x ceed ed  any unused  
p o r t i o n  o f  th e  d i r e c t  e x p e n se  re im b u rs e m e n t) .  E x a c t ly  how much such  
a p la n  m ig h t c o s t  i s  p u re  c o n je c tu r e  a t  th is*  p o i n t .  I t  w ould be more 
th a n  t r u e  m a jo r  m e d ic a l  -  and p ro b a b ly  l e s s  th a n  th e  B lue  C ro ss  k in d  
o f  package  -  b u t  I  am a l i t t l e  l e s s  c e r t a i n  a b o u t th e  l a t t e r  th a n  I 
am th e  fo rm e r .

L ife  In s u r a n c e  *
•

R e g a rd le s s  o f  w hich  h e a l t h  in s u ra n c e  p la n  i s  d e c id e d  u p o n , I  f e e l  
s t r o n g l y  t h a t  we o u g h t to  in c lu d e  some g roup  te rm  l i f e  in s u ra n c e  a s  p a r t  
o f  th e  p a c k a g e , a t  l e a s t  f o r  b id d in g  p u r p o s e s .  One l o g i c a l  id e a  w ould 
be to  a sk  f o r  q u o te s  on l i f e  in s u ra n c e  w ith  maximum b e n e f i t s  o f  a p p ro x i ­
m a te ly  one t im e s  a n n u a l e a r n i n g s .  As n o te d  in  o u r  e a r l i e r  r e p o r t ,  a t  a 
minimum t h i s  w ould g iv e  us a  co m p ariso n  w ith  th e  c o s t  o f  p r o v id in g  th e  
p r e r e t i r e m e n t  d e a th  b e n e f i t  u n d er th e  S t a t e  R e tire m e n t  S ystem . More 
im p o r ta n t ,  i t  sh o u ld  g iv e  us a b e t t e r  d e a l  on th e  h e a l t h  in s u r a n c e .
E x c e p t fo r  B lu e  C ro s s ,  m ost r e p u ta b le  i n s u r e r s  w i l l  no  lo n g e r  w r i te  m a jo r 
m e d ic a l  o r  any  k in d  o f  h e a l t h  in s u r a n c e  u n le s s  a minimum volum e o f  l i f e  
in s u ra n c e  i s  in c lu d e d .  Though I  do n o t  have a c c u r a te  c o s t  f i g u r e s ,  I  
do know t h a t  th e  c o s t  o f  g roup  te rm  l i f e  in s u r a n c e  w ould be v e ry  s m a ll  
in  r e l a t i o n  t o  th e  h e a l th  in s u r a n c e  c o s t s .  I  h ave  $ 3 8 ,0 0 0  g roup  l i f e  
in s u ra n c e  w i th  th e  P r u d e n t i a l ,  and my p a r t i c i p a t i n g  prem ium  i s  now ab o u t 
$15 p e r  m on th . U sing  t h i s  a s  a g u id e ,  we w ould p ro b a b ly  be t a l k i n g  
a b o u t 35 to  40  c e n ts  p e r  th o u sa n d  p e r  m onth o r  l e s s  f o r  S t a t e  e m p lo y e es .

C o n c lu d in g  Comments

I  have t r i e d  d i l i g e n t l y  to  p ro v id e  th e  a d d i t i o n a l  in fo r m a t io n  r e q u e s te d  
on th e  P lan  D a l t e r n a t i v e .  How ever, I  am n o t  n e c e s s a r i l y  a d v o c a t in g  i t  as 
th e  ’’b e s t "  a p p r o a c h . .  P la n s  A and B have m e r i t ,  P la n  C w i l l  g iv e  us th e  
b e n e f i t  o f  th e  i n s u r e r s ’ s u g g e s t io n s  and P la n  D i s  c e r t a i n l y  one l o g i c a l  
a p p ro a c h .

S t i l l  a n o th e r  l o g i c a l  a l t e r n a t i v e ,  n o t  d i s c u s s e d  in  o u r  r e p o r t ,  i s  
f o r  th e  S t a te  s im p ly  to  a g re e  t o  c o n t r i b u t e ,  s a y ,  up t o  $10 p e r  m onth fo r  
any e x i s t i n g  h e a l t h  in s u r a n c e  p la n  a v a i l a b l e  to  S t a t e  e m p lo y e e s , p e r io d .
At l e a s t  one o t h e r  S t a te  d o es  t h i s ,  a s  I  r e c a l l ,  and i t  w ould be v e ry  
s im p le  to  im p le m e n t. The c h i e f  d is a d v a n ta g e  w ould be c o n s id e r a b le  v a r i ­
a t i o n s  in  th e  n e t  c o s t s  o f ,  and b e n e f i t s  a f f o r d e d  t o ,  v a r io u s  e m p lo y e e s .
The c h i e f  a d v a n ta g e  vzould be i t s  r e l a t i v e l y  f ix e d  and p r e - d e te r m in a b le  
c o s t  to  th e  S t a t e .  T o ta l  S t a t e  o u t la y s  w ould am ount t o  a b o u t (3 5 ,0 0 0  x 
$120) + ($ 2 0 0 ,0 0 0  f o r  P a r t  B M ed icare  Prem ium s) = a b o u t $ 4 .4  m i l l i o n  in  
t o t o ,  o f  w h ich  a b o u t $ 8 4 0 ,0 0 0  w ould come from  highw ay d e p a r tm e n t f u n d s .
In  t h a t  s e n s e ,  i t  i s  p ro b a b ly  c h e a p e r  th a n  any o f  th e  a l t e r n a t i v e s  r e ­
commended in  th e  November 1 7 th  r e p o r t .

*N ote : See a l s o  P r o f e s s o r  S t i n t o n ’ s im p o r ta n t  p o i n t ,  o u t l i n e d  in  a 
memo a t t a c h e d .
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I  w i l l  rem a in  a v a i l a b l e  to  an sw er q u e s t io n s  o r  a s s i s t  f u r t h e r  
In  any m anner w i th in  my c a p a b i l i t i e s .

S in c e r e ly ,

D r. R onald C. H om , CLU, CPCU

RCH/pc
E n c lo s u re s

c c :  P r o f e s s o r  Jo h n  S t i n t o n ,  CLU 
F re d  H a s k e ll  
G eorge H endry

P . S . A tta c h e d  h e re to  a r e  s e v e r a l  " e x h i b i t s ’’ you may f in d  u s e f u l .
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D e a r  M r . M e r l in e :

T h is  is  in r e p ly  to  y o u r  l e t t e r  of D e c e m b e r  22n d , a d d r e s s e d  to  
M r. J o h n  von L e h e , A s s i s ta n t  A tto rn e y  G e n e r a l ,  r e q u e s t in g  a 
ru lin g  w ith  r e f e r e n c e  to  m e d ic a l  e x p e n s e s  p a id  by an  e m p lo y e r  
fo r  i ts  e m p lo y e e s . M r . von L e h e  h a s  r e f e r r e d  y o u r  l e t t e r  to 
th e  w r i t e r  f o r  c o n s id e r a t io n  an d  r e p ly .

F r o m  th e  in fo rm a t io n  c o n ta in e d  in y o u r l e t t e r ,  i t  is  o u r  op in ion  
th a t  m e d ic a l - d e n ta l  e x p e n s e s  r e im b u r s e d  to th e  e m p lo y e e s  by 
th e  e m p lo y e r  w ou ld  n o t be ta x a b le  in c o m e  to th e  e m p lo y e e s .

Y o u rs  v e r y  t r u ly ,

SOUTH CAROLINA TAX COMMISSION 
INDIVIDUAL INCOME TAX DIVISION

R. S . B o l l in g e r ,  D i r e c to r

R S B :b b
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D a v id  A. M e r l in e
Atto r n e y  a t  Law  

1 9 2 6  D A N IE L  B U IL D IN G  

G R E E N V ILL E . SOUTH C A R O L IN A  2 0 6 0 2

TAX. ESTATE ANO
corporate  matters J a n u a r y  6, 1972

TE LEPHO NE
0 O 3 /2 4 2 -9 O 3 O

D r. Ronald C. H orn , C LU , CPCU 
College of Business A d m in is tra tio n  
U n iv e rs ity  of South C a ro lina  
Colum bia, South C a ro lin a  29208

D e a r  Ron:

I have rev iew ed your re p o rt concern ing a health insurance 
p ro g ra m  fo r State em ployees. I have studied in p a rt ic u la r  "P la n  D" 
concern ing a m e d ica l-d e n ta l expense re im b u rse m e n t plan.

It is  m y op in ion tha t paym ents made under ’ ’P lan D " would 
not constitu te  taxable income to the em ployees under Sections 
105 and 106 of the In te rn a l Revenue Code. H ow ever, there  is no 
spe c ific  s ta tu to ry  a u th o rity  to exclude these payments fro m  income 
fo r  South C aro lina  incom e tax purposes. F o r th is  reason, we have 
w r it te n  to M r. R. S. B o llin g e r, D ire c to r ,  In d iv id u a l Income Tax 
D iv is io n , South C a ro lin a  Tax C om m iss ion . A copy of our le tte r  
to M r. B o llin g e r and h is  re p ly  are enclosed. As you w il l  note,
M r. B o llin g e r states tha t such payments do not constitu te  taxable 
income to the em ployees.

A fte r  the fin a l de ta ils  have been developed on a m e d ica l- 
dental expense re im b u rse m e n t plan, I would recom m end that such 
plan be subm itted to the In te rn a l Revenue Service and the South 
C a ro lina  Tax C om m iss ion  fo r a ru lin g  as to the income tax conse­
quences to the em ployees.

I f  I can be o f fu r th e r assistance please le t me know.

David A. M erline

D A M /jg
Enclosures
cc: M r. F. E. E llis  I b j ?

r



MEMORANDUM
f

TO:

FROM:
I

SUBJECT:

A L L  AUDITORS OF THE CORPORATION 
INCOME TAX DIVISION

A rn e ll M . Coker*, S r., D irec to r

Medical care expenses paid by a corporation 
on behalf of an employee or the employee's 
spouse o r dependents constitute a deduction 
by the corpora tion  and is not taxable to the 
employee as set fo rth  in In terna l Revenue 
Code Section 105(b).

The question has been raised as to whether or not the above type 
expense is provided fo r in the S. C. Code of Lav-s of 1562, as Amended, 
as a deduction from  corporation gross income in a rr iv in g  at net taxable 
income.

The corporate ta$ as imposed by Section 65-222 is le / ’ed on the entire 
net income, or a proportion  thereof.

Section 65-255 defines the words ’ ’net incom e” a > used in this chapter 
as meaning the gross income of a taxpayer less the deductions allowed 
by this chapter. . '

Section 65-259 states that, " in  computing net incorie  there shall be 
allowed as deductions: (1), e tc . ” , the applicable deductions do not 
provide a deduction fo r m edical expense paid by a corporation on 
behalf of an o ffice r or an employee.

Medical expense w ill not be allowed as a bona fid? .-.eduction in 
a rr iv in g  at net income as an ord inary and necessaxv expense of 
’’doing business", unless such expense is included in the o ffice r and/or 
employee’s compensation, provided such com pcns':'ion, upon exam ination 
is deemed to be reasonable in amount.

JANUARY 16, 1970
i• i

1G5S
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D e c e m b e r  22 , 1971

M r. Jo h n  von  L e h e  
A s s i s t a n t  A t to rn e y  G e n e r a l
S ta te  of S o u th  C a r o l in a  .• ,
B ox 125
C o lu m b ia ,  S ou th  C a r o l in a

D e a r  John:

R e q u e s t  is  m a d e  h e re w ith  fo r  a r u l in g  f ro m  th e  S ou th  
C a ro lin a  T a x  C o m m is s io n  p u r s u a n t  to  S e c tio n  6 5 -6 7 . 1, C ode of 
L a w s  of S o u th  C a r o l in a ,  w ith  r e s p e c t  to  th e  fo llo w in g  fa c t  s i tu a t io n .

A g o v e rn m e n ta l  body  c o n n e c te d  w ith  th e  S ta te  o f S o u th  
C a ro l in a  is  p ro p o s in g  to  a d o p t a " M e d ic a l - D e n ta l  E x p e n s e  R e im b u r s -  

• m e n t  P la n "  c a l l in g  fo r  p a y m e n t by th e  g o v e rn m e n ta l  body  of o u t - o f -  
p o c k e t m e d ic a l  a n d  d e n ta l  e x p e n s e s  i n c u r r e d  by th e i r  e m p lo y e e s  in  
t h e i r  ow n b e h a lf  o r  in b e h a lf  o f t h e i r  d e p e n d e n ts .  S u ch  a p la n  w ou ld  
b e  ty p ic a l ly  r e f e r r e d  to  a s  a n  u n in s u r e d  p la n  f ro m  th e  s ta n d p o in t  
th a t  the  e m p lo y e r  w ou ld  not fund  h is  o b l ig a t io n  by th e  p u r c h a s e  of 
in s u r a n c e  f ro m  a n  in s u r a n c e  c o m p a n y . H o w e v e r , th e  g o v e rn m e n ta l  
b o d y  w ou ld  b e  a s s u m in g  th e  r i s k  o f p ay in g  s a id  e x p e n s e ,  an d  w ould  
a l lo c a te  a n  a m o u n t  e q u a l  to  a p p r o x im a te ly  3 ’/c of th e  p a y ro l l  of i ts  
e m p lo y e e s  to  s e l f - i n s u r e  th e  r i s k .  T he  a m o u n t a l lo c a te d  by the 
g o v e rn m e n ta l  body  w o u ld  be  in a d d it io n  to  the p r e s e n t  s a la r y  pa id
to  e m p lo y e e s .  , - . .

*
S u ch  p la n s  a r e  s p e c i f ic a l ly  p r o v id e d  fo r  u n d e r  S e c tio n  105 

o f tn e  I n te r n a l  R e v e n u e  C o d e , an d  th e  p a y m e n ts  a r e  n o t ta x a b le  
in c o m e  to  th e  e m p lo y e e s .  H o w e v e r , w e do no t find  a n y  s p e c if ic  
s ta tu a to r y  a u th o r i ty  fo r  su c h  p la n s  in  S o u th  C a r o l in a .

s
We w o u ld  a p p r e c ia t e  y o u r  d e te r m in a t io n  a s  to  th e  in co m e  

ta x  c o n s e q u e n c e s  of s u c h  a p la n  to  th e  in d iv id u a l e m p lo y e e s  u n d e r  
S ou th  C a r o l in a  law .

S in c e r e ly  y o u r s ,

D av id  A . M er lin e



HEALTH INSURANCE PLAN PROPOSALS

TPF & C HORN ANO STINTON
PLAN A PLAN B

E lig ib le
Employees

A. Employees - A ll fu l l- t im e  
employees of the State who;

- receive compensation from a 
department, agency or in s t itu t io n  
of the State, or

- are members or adm inistra tive 
and c le r ic a l personnel o f the
General Assembly, or

- annuitants who at time o f 
retirem ent meet the above c r ite r ia  
and receive a monthly bene fit from 
the State Retirement System

B. Dependents - Spouses and

- unmarried children from b ir th  to 
age 19, and

- dependent children who are f u l l ­
time students up to age 24, and

- phys ica lly  or mentally handicapped 
children regardless o f age

C. Surviving Spouse and Dependent 
Children - The surviv ing spouse and 
dependent children of a deceased 
active employee, provided the 
necessary contrivutions are made

A. include those who work more 
than 20 hours per week and 5 
months per year

B. include mentally retarded or 
phys ica lly  handicapped dependents 
o f employees beyond age 24 only
i f  they are c h ie fly  dependent upon 
the employee fo r fin a n c ia l support

C. continue coverage on a surviv ing 
spouse and/or surv iv ing  dependent 
ch ildren o f a deceased covered 
employee, provided tha t they pay the 
f u l l  cost o f coverage w ithout any 
con tribu tion  by the employer. For
a widow(er), coverage could be 
continued only u n til remarriage or 
e l i g ib i l i t y  fo r "medicare". For 
dependent ch ild ren , coverage would 
cease upon th e ir  marriage, attainment 
o f age 19 (or 24 i f  fu ll- t im e  
students; beyond i f  mentally 
retarded or phys ica lly  handicapped) 
or upon cessation o f coverage fo r 
the surviv ing spouse

D. exclude annuitants under the
State Retirement System. Coverage fo r 
them, i f  any, would be provided under 
a separate arrangement to pay a l l  or

o f th e ir  medicare Part B premiums

Date Of
Inclusion

A. immediate coverage fo r active 
employees and th e ir  dependents

B. employees hired a fte r  the 
e ffe c tiv e  date and th e ir  dependents, 
w i l l  be covered as o f the f i r s t  day 
o f the fo llow ing pay period

A. Same

B. 30 day probationary period, 
th e re a fte r, i f  coverage is e lected, 
the employee must present proof o f 
good health (a t his own expense)

C. employees hired on a 12 months 
contract would be covered immediately
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HEALTH INSURANCE PLAN PROPOSALS

TPF & C HORN AND STINTON

Pre- A. none fo r active  employees hired A. Same
exis ting p r io r to the e ffe c tiv e  date o f the
Condi tions plan B. None, i f  preemployment physical
Limi ta - exams are required. Dependents con-
tions B. new employees and dependents. fined in  the hospital at the time of

No coverage fo r  conditions treated the employee's enrollment w i l l  not
w ith in  6 months of e ffe c tiv e  date be covered u n til the employee is
of coverage. Provision waived 
a fte r 6 months coverage fo r  
employee and 12 months coverage 
fo r dependents

covered fo r 12 months

Coordination The standard insurance industry Same
Of coordination o f benefits provision

Benefi ts w ill apply. W ill not apply to 
ind iv idua l insurance po lic ie s  the 
employee may have in  force

Employee employee pay 50% fo r ind iv idua l employee pay 50% fo r ind iv idual
Contri - coverage and th e ir  dependents coverage and 100% fo r dependent
bution coverage.

State cost may vary i f  basic and 
major medical coverage is given 
or ju s t major medical, (see 
explanation in  plan provision 
section)

Plan Provisions - Active and Retired Employees and Dependents Under Age 65 

BASIC MEDICAL

Deducti ble $20 deductible fo r each hospita l 
confinement or ou tpa tien t 
treatment

Employees should be given the 
choice between (a) major medical 
only or (b) basic and major 
medical combined

Lf major medical is elected, a 
$200 per year ind iv idual deductib le 
would apply. Deductible would 
apply only once fo r fam ily members 
in jured in  a common accident. 
Maximum o f three deductibles each 
year per fam ily  would apply.
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HEALTH INSURANCE PLAN PROPOSALS

TPF & C HORN AND ST INTON

Room Average sem i-private rate fo r Maximum o f $35 per day
and
Board

a period o f 70 days

Mi seel- Full coverage Lim ited to $350 coverage under
laneous
Hospital
Charges

the basic plan

Surgical
Benefits

$400 maximum Same

Maternity Room and Board and Miscellaneous Room and Board changes fo r
Benefits charges covered fo r  5 days 4 days

O bstetrica l charges reimbursed 
up to :

Normal de live ry $100
Caesarean section $200
Miscarriage $ 50

Same

In- $5 per day to  a maximum o f Same
Hospital
Doctor's
V is its

70 days

Diagnostic When conducted in  a doctor's Same
X-Ray and o ff ic e  or a hospital o u t-pa tien t
Laboratory c l in ic  coverage up to $50 fo r
Exam each accident and a ll illn e s s  

in  a calendar year

Emergency Up to $300 coverage because of an Same, but no deductib le fo r
Out- accident i f  treated w ith in  72 emergency o u t-p a tie n t treatment
pa tien t
Care

hours. Subject to $20 deductib le

Surviving Coverage ava ila b le  i f  con tribu tions Surviving spouse must pay the f u l l
Spouse & are made by surviv ing spouse. cost fo r  coverage. Coverage
Dependent Coverage would terminate upon would terminate upon spouse's
Children spouse's remarriage or attainment remarriage or attainment o f
Benefit o f age 65. age 65.
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HEALTH INSURANCE PLAN PROPOSALS

TPF & C HORN AND ST INTON

MAJOR MEDICAL

Deductible $150 fo r ind iv idua l and 
$450 fo r  fam ily per calendar 
year

I f  major medical is  elected on ly, 
then a $200 per year deductib le 
would apply (see deductib le under 
basic medical)

For basic medical and major medical 
coverage, a $100 deductib le would 
apply

Coinsurance 80% paid by the plan Pay 80% of the f i r s t  $5000 then
100% the rea fte r up to the p lan 's  
maximum

Maximum
Li fetime 
Benefit

$15,000 life t im e  benefit w ith 
automatic $1,000 resto ra tion  
each year

$50,000 life t im e  be n e fit and 
automatic reinstatement up to 
$5,000 per year

Psychia tric
L im ita tions

Pay 50% of non-hospital p sych ia tric  
expenses up to a maximum bene fit 
o f $10 per v is i t  fo r 50 v is i ts  
per year

80% payment on non-hospital 
psych ia tric  expenses up to 50 
v is i ts  w ith a $20 maximum per 
v is i t

Plan Provisions - Active and Retired Employees and Dependents Age 65 and Over

E lig ib le
For
Medicare

Medicare supplement same as 
under age 65 plan except major 
medical life t im e  benefit is  
$7,500

State should e ith e r pay 50% 
or 100% of the Medicare Part B 
premi urn

Not
E lig ib le
For
Medicare

Coverage should be the same as 
fo r  other persons age 65 or over

L ife
Insurance

Recommend tha t group l i f e  insurance 
benefits o f one times annual salary 
be included in  the group health 
insurance plan. Recommend tha t 
the plan be coordinated w ith the 
Retirement System.
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A B r i e f  O u t l in e  o f  A l t e r n a t i v e s  
( s e e  r e p o r t  f o r  d e t a i l s )

P la n  "A" ( T .P .F .  & C .)

B a s ic  p lu s  m ajo r m e d ic a l
$ 1 5 ,0 0 0  maximum ($ 1 ,0 0 0  r e s t o r a t i o n )
$20 in  h o s p i t a l  d e d u c t ib le  ( b a s ic )
$150 c o r r i d o r  d e d u c t ib le  ( $ 4 5 0 /y e a r / f a m i ly )  
80% c o in s u r a n c e
F u l ly  in c u re d

P la n  "B" (Horn and S t in to n )

B a s ic  p lu s  m ajo r m e d ic a l
$ 5 0 ,0 0 0  maximum ($ 5 ,0 0 0  r e s t o r a t i o n )
May e l e c t  b o th  o r  m ajo r m e d ic a l  o n ly  
$100 d e d u c t ib le  ( b a s ic )
$200 d e d u c t ib le  (m a jo r)  - 3 tim e s  fa m ily  max. 
F u l ly  in s u r e d
Numerous t e c h n i c a l  d i f f e r e n c e s  from  P la n  A 
C o in s u ra n c e  80% X $ 5 ,0 0 0 ; 100% t h e r e a f t e r

P la n  "C" ( I n s u r e r  S u g g e s tio n s )

P la n  '*!)" (Horn and S t in to n )

U n in su re d  m e d ic a l /d e n ta l  e x p e n se s  re im b u rse m e n t 
2% o f s a l a r y  up to  $ 2 0 0 /y r .  maximum 
S u p p le m e n ta l m ajo r m e d ic a l  w i th  2% d e d u c t ib le  
M ed ica re  P a r t  B premium f o r  r e t i r e e s

O th e r  (H orn)

S t a t e  w ould pay up to  $ 10/m ontl} /em ployee 
tow ard  c o s t  o f  any  g roup  p la n  now in  
e x i s t e n c e  f o r  s t a t e  em p lo y e es .
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H e a lth  I n s u ra n c e  P la n  F or S t a te  E m ployees: S e le c te d  D ata

1. S ta te  - a p p r o p r ia t e d  p a y r o l l  f i s c a l  '7 0 -7 1

2 . M u lt ip le  o f  (2 1/27.) X p a y r o l l

3 . Highway D e p t. p a y r o l l  X (2 1/27.)

4 .  Sum of #2  and #3

$ 1 5 2 ,0 0 0 ,0 0 0  

$ 3 ,8 0 0 ,0 0 0

$ 1 ,0 0 0 ,0 0 0  

$ 4 ,8 0 0 ,0 0 0

5 . Number o f  S t a te  E m ployees (and r e t i r e e s )

From c e n su s  d a ta  ^ 3 3 ,0 0 0  

R e t i r e d  s t a t e  em ployees 3 ,0 0 0  
S e n a to r s  46
House 144 
E m ployees o f  110 
Ju d g e s  49
O th e r  1500 2 ,0 0 0  (m ore th a n  20 h r s . /w e e k )  

3 8 ,0 0 0

6 . $ 4 ,8 0 0 ,0 0 0
38,000 $126 p e r  y e a r  p e r  "em p lo y ee"

7 .

8 .

B lue C r o s s -S h ie ld  Open E n ro llm e n t

S in g le  $ 5 .9 1  B.W. o r  $11 

F a m ily  $ 1 4 .2 9  B.W. o r $28

R e p r e s e n ta t iv e  m ajo r m e d ic a l  in s u r a n c e  c o s t

82/m o. o r  $ 1 4 1 .8 4 /y r .  

58 /rao . o r  $ 3 4 2 .9 6 /y r .

S in g le
F am ily

$ 7 5 - 8 0 /y r .
$ 1 2 0 -1 3 0 /y r .
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J o h n  C W e s t
G O V E R N O R

£>tatr of Confit (Carolina
C »c«m b «r 15, 1371

O f f ic e  o f  r u t  Go v e r n o r  
C O L U M B IA  2 9 2 I I

y M̂

M r .  F . ts.. & tlis  
D ir e c to r ,  South C a ro tin *
Fersonnet D iv is io n  
700 Knox Abbott D r iv e  
D ayee , -outh c a ro t in *  2V0G&

u s e r  Eu»rti

Y o u r te tte r  of D ecem ber b in  regard  to serv ice  
aw ards is  excel len t, i feet that the decision should be m ace  
by ett m em b ers  of the Budget and C o ntro l B o ard , and 1 em  
th ere fo re  m axing copies of your le tte r  to d is tribu te  to them  
and t aking F a t S m ith  to put it on the agenda fo r  our next 
m eetin g .

fc est re g a rd s .

S in c e re ly ,

John C . W est
JC Y /bto
cc: Mon. C recy  P a tterso n

M en. H enry  M il ls  
M on. &dgar B row n  
H o n . K . J .  Aycock  

L ,>kSh. F .  C . S m ith

I b b J



J o h n  C W e s t  
governor

£ > ^ , a . i  - z / r

7 / 1  7±

of (Carolina
C -.c .m to .r  1b , 1371

O f f ic e  of t h e  Go v e r n o r  
C O L U M B IA  2 9 2 1 1

» »

X, / z
X r' t /

M r .  F .  a .  S tilt*
D ir e c to r ,  South C u ro ltrv  
Personnel D iv is io n  
700 Knee Abbott D r iv e  
C ayo e , - outh C a ro lin e  2VOK5*

u s e r  B a rb

, < i t

Y o u r le tte r  of D e cem b er d In  reg ard  to s e rv ic e  
aw arde Is  e x c e lle n t. I fee l that the oecielon should be meoe 
by e l l  m em bers  o f the Budget ano C ontro l b o a rd , ano I am  
th e re fo re  m axing copies of you r le tte r  to c is trtb u te  to them  
anc eeklng P e t ^ m lth  to  put It  on the egeno% fo r  our rv»xt 
m eetin g .

b e e t re g a rd s .

JC ^ /b to
ccs M en. Crecsy P a tte rso n  

Mon. H e n ry  M il ls  
Mon. cadger b ro w n  
Mon. f t .  J .  Aycock  

t_^>Hdh. P .  C .  S m ith

ib b C



S T A T E  O F S O U TH  C A R O L IN A  

P E R S O N N E L  D IV IS IO N

F. E. E L L IS  
•  T A T , O IMCCTOM

7 0 0  K N O X  A B B O TT D R IV E  

CA YCE, SO UTH C A R O LIN A  2 9 0 3 3

T E L E P H O N E  
<8031 7 8 8 -3 3 3 4

December 6, 1971

The Honorable John C. West 
Governor, State o f South Carolina 
P. 0. Box 11450
Columbia, South Carolina 29211

Dear Governor West:

The State Personnel D iv is ion  has completed its  study of the fe a s ib i l i ty  
and d e s ira b il i ty  o f adm inistering employee recognition programs in the 
form o f length o f service awards and re tirem ent awards in  lin e  w ith your 
e a r lie r  reconmendation. Our study ind ica tes th a t such awards programs 
would be popular and bene fic ia l from the employee re la tio n s  stand-po in t, 
and could be administered at modest cost. Accordingly, our d ra fts  of 
proposed employee service award and re tirem ent award programs and procedures 
are enclosed fo r  your consideration.

In the course o f our study and program development, in q u ir ie s  were made 
o f other Southeastern States as to ongoing programs or fu tu re  plans, i f  
any. At least h a lf o f the states contacted ind ica ted e ith e r tha t they 
had retirem ent and/or service award programs a t the present or were a c tive ly  
considering the adoption o f such programs. We found, as might be expected, 
a wide va r ia tio n  in p ractice  ranging from the awarding through agency channels 
o f embossed c e r t if ic a te s  to the awarding o f both c e r t if ic a te s  and jeweled pins 
in  formal presentation ceremonies frequen tly  attended by the Governor o f the 
State. In general, the concensus o f opinion was to the e ffe c t th a t service 
and retirem ent award programs are appreciated by the employees and enhance 
the image o f the sta te  as an employer.

A survey o f our own agencies reveal th a t 13 o f them, inc lud ing several 
o f the la rg e s t, already are adm inistering some form of recogn ition award 
program in te rn a lly  and consider them well worth the modest expense. Here 
again we found the same va ria tio n  in  procedure.

On the basis o f the inform ation secured, both e x te rn a lly  and in te rn a lly ,  
i t  was the judgment o f th is  D iv is ion  tha t statewide employee service and 
retirem ent awards programs would be bene fic ia l to the employees and to 
the State. Accordingly, proposals fo r  the adoption o f subprogram s 
along w ith  suggested procedures were drafted and c ircu la te d  among the members 
o f the interagency Employee Relations Committee^ fo r  comments. Subsequently, 
—
Committee represented by Medical U n ive rs ity , Clemson U n ive rs ity , South Carolina 
State College, Winthrop College, Departments o f Mental Health, Mental Retarda­
t io n , Labor, W ild life  Resources, Highway and State L ib ra ry . Xbb i
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the f u l l  committee met form ally  w ith s ta f f  of the State Personnel D iv is ion 
to discuss the proposals from a l l  angles. I t  was the concensus tha t the 
State should adopt and administer the recognition award programs, but the 
fee ling  was expressed tha t some o f the agencies already adm inistering such 
programs in te rn a lly ,  which undoubtedly promote a departmental e s p r it de corps, 
may be re lu c ta n t to abandon th e ir  practices in favor of an exc lus ive ly  State 
oriented program.

For th is  and other reasons i t  was concluded th a t a questionnaire should be 
designed and addressed to a l l  agency heads g iv ing them the opportun ity to 
express ove ra ll in te re s t one way or the other and to ind icate a preference 
fo r  one o f several optional plans. The questionnaire was developed in 
accordance w ith the Committee recommendation and submitted to the agency 
heads. A ll but a few have been returned as of th is  date and tabula tions 
show tha t a m a jo rity  are en thusiastic  about statewide service award programs.
A few o f the la rg e r agencies did specify tha t they would p re fe r to continue 
adm inistering th e ir  own programs but would have no ob jection to standard 
c e r t if ic a te s  being awarded to th e ir  employees from a central State source.
The cost o f such c e r t if ic a te s  is  nominal. The greater cost o f jeweled 
p ins, on the other hand, raises a serious question as to f is c a l re s p o n s ib ility  
in awarding both an agency and a State pin to employees except under rare 
circumstances.

On the basis o f the above, we have concluded th a t the retirem ent award 
program as proposed, w ith  the issuance o f su itab ly  engraved c e r t if ic a te s  
signed by the Governor, could be adopted across the board w ithout reserva­
tio n . So fa r  as the proposed service award program is concerned, however, 
there would appear to be three options, as fo llow s:

(1) The adoption o f a uniform, State administered program which 
would replace any e x is tin g  agency program.

(2) The adoption o f a State administered program to be administered 
on a se lec tive  basis to recognize only the employees o f those 
agencies which e le c t to p a rtic ip a te .

(3) The adoption o f a State administered program which would permit 
the agencies to determine whether they wish to l im i t  the employee 
awards pins only or c e r t if ic a te s  only while continuing to adm inister 
th e ir  own programs. I t  should be noted, in  th is  connection, tha t 
agency awards normally are based upon length o f service w ith in  the 
respective agencies themselves, whereas State awards would be 
based upon to ta l length o f combined State service.

Contracts have been made w ith representatives o f suppliers o f fra te rn a l 
and in s t itu t io n a l p ins , emblems and jew e lry , and several a rtis t-d raw n 
designs o f jeweled pins have been submitted to us fo r  consideration. We 
specified  the use o f the great seal o f the State as the pattern fo r  the 
designs and are pleased w ith the a r t is t s ’ sketches. In addition to the 
designs, the suppliers furnished us w ith estimates o f the oost o f the pins.
The drawings and the cost estimates are enclosed.
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We are prepared 
appropriate.

to proceed in  whatever d ire c tio n  you deem most

Yours t ru ly ,

F. E. E ll is
State D irector o f Personnel

FEE :mll

Enclosures



SERVICE AWARDS PROGRAM

A. E l ig ib i l i t y

A ll fu ll- t im e  permanent or part-tim e permanent employees who work no less 
than ha lf-tim e  fo r the State o f South Carolina and who have continuous 
service w ith the State o f a meritorious nature shall be e lig ib le  fo r 
service awards. The time in te rva ls  at which length o f service awards w il l  
be given are 5, 10, 20, 30, 40, and 50 years.

B. General Policy

I t  sha ll be the po licy o f each State agency o f the State o f South Carolina 
that does not presently have a service award program to implement and 
administer a service awards program based upon length of service. Upon 
attainment of the prescribed lengths of State serv ice , each agency head 
shall present to a ll employees that have atta ined such length of service a 
service award pin and c e r t if ic a te . Upon an employee a tta in in g  40 or 50 
years of m eritorious State service, the Governor of the State o f South 
Carolina sha ll present to each employee the designated service award pin 
and c e r t i f ic a te .  Each agency head may prescribe the ceremony to be used 
in  presenting such awards and c e r t if ic a te s , but such a ceremony sha ll be 
conducted in  the same month tha t the employee completes the prescribed 
length o f service. The Governor of the State o f South Carolina sha ll once 
a year conduct an annual awards banquet fo r the presentation of awards and 
c e r t if ic a te s  to a ll employees that have atta ined 40 or 50 years o f m eritorious 
State service. This general po licy shall not prevent any State agency from 
the continuance of a service awards program th a t is presently in  operation.

C. Type o f Service Award Pin and C e rtif ica te

The type o f pin and c e r t if ic a te  is  dependent upon the length o f service:

PIN CERTIFICATE

5 years 
10 years 
20 years 
30 years 
40 years 
50 years

(TO BE DETERMINED) (TO BE DETERMINED)

♦

ib b r
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SERVICE AWARDS PROGRAM, C o n t in u e d

0. Continuous Service

Each year of service w ith any State agency figured from an employee’ s 
h ire  date w i l l  be considered continuous service in  determining e l ig ib i l i t y  
fo r  service awards i f  such service is  not in te rrupted fo r a period of 
greater than 12 months. Any break in  State service o f less than 12 
months w il l  not constitu te  a break in  continuous service and a ll previous ' 
service w i l l  be counted towards the next service award. The length o f 
time involved in the break in service w i l l  not be counted towards the 
next length o f service award. A break in service of greater than 12 
months w i l l  render previous State service uncountable toward the next 
service award. A ll time spent in m il i ta ry  service f u l f i l l i n g  a m ilita ry  
o b lig a tio n  w i l l  not be considered a break in service i f  the employee 
makes app lica tion  fo r  reemployment w ith in  90 days o f separation or 
discharge. Employees who are members o f reserve components and are required 
to serve only 6 months o f active duty must apply fo r  reemployment w ith in  
30 days o f separation from active  duty to have p r io r service counted towards 
the next length of service award. I f  app lica tion  fo r reemployment is 
made w ith in  the prescribed time periods, a l l  time spent on active duty 
w i l l  be counted towards the next length o f service award.

♦



RETIREMENT AWARDS PROGRAM

A. E l ig ib i l i t y

A ll employees o f the State of South Carolina who are members o f the 

South Carolina Retirement System sha ll be e lig ib le  fo r  a retirem ent 

award upon th e ir  re tirem ent from State service.

B. General Policy

I t  shall be the po licy  of the State o f South Carolina to implement and 

adm inister a re tirem ent awards program in recogn ition o f dedicated service 

to  the State upon formal re tirem ent. Each agency shall n o tify  the 

State Personnel D iv is ion  in  w r it in g  on a form prescribed by tha t D iv is ion 

o f the names o f e l ig ib le  employees who make app lica tion  fo r  service 

re tirem ent. Such n o t if ic a t io n  sha ll be submitted a t least 30 days p r io r to 

the dates on which the retirements o f the respective employees are to 

become e ffe c tiv e . Upon re ce ip t o f such n o t if ic a t io n  and a fte r proper 

v e r if ic a t io n ,  the State Personnel D iv is ion shall have executed a C e rtif ic a te  

o f Retirement fo r  each re t ir in g  employee and such a c e r t if ic a te  shall be 

signed by the Governor. The C e rtif ica te s  o f Retirement sha ll be trans­

m itted to the agencies concerned fo r  awarding to the respective re t ir in g  

employees in  accordance w ith whatever awards ceremony may be adopted by 

the agencies.



GUIDELINES FOR THE IMPLEMENTATION OF THE STATE OF SOUTH CAROLINA’ S 

LENGTH OF SERVICE AND RETIREMENT AWARDS PROGRAM

1. A l i s t  w i l l  be furnished each agency that is  on the data system o f a ll 
employees that have over f iv e  years o f service. I t  is  realized that the 
“ adjusted h ire  date" w il l  not re f le c t  a break in service of over 12 months 
but the l i s t  w i l l  serve as a s ta r tin g  po in t. From th is  s ta r tin g  po in t the 
l i s t  should be posted w ith in  each agency and any employee who has an adjusted 
h ire  date that d if fe rs  from the h ire date w i l l  be requested to c e r t i fy
tha t there was not a break in service of more than 12 months.

The documentation can be accomplished by use of a form to be supplied by 
th is  agency. Any employee who has s ta te  service in  add ition  to tha t in ­
dicated by the “ adjusted h ire  date" must document th is  fa c t in  the same 
manner. A fte r employees have documented a l l  previous State service each 
agency on the system w il l  submit the l i s t  to th is  o f f ic e .  Any agency not 
on the data system w i l l  have the re s p o n s ib ility  o f producing such a l i s t  from 
scratch fo r  th is  o ff ic e .

2. A fte r a ll l is t s  have been returned to th is  o f f ic e ,  the announcement o f the 
awards program w i l l  be made and put in to  operation. Any employee who has 
continuous State service in  excess o f 5 years should be awarded a c e r t i f ic a te  
and pin which is  commensurate w ith  h is length o f serv ice . The award given
at th is  time should be fo r the highest in te rva l in  the awards program which 
the employee has already a tta ined .

3. Each agency sha ll submit to the State Personnel D iv is ion  the name or names
o f employees who have made app lica tion  fo r retirem ent from the State service . 
The n o t if ic a t io n  should be submitted a t leas t 30 days in  advance of the 
date or dates on which retirem ent is to  become e ffe c tiv e  and should include 
the employees name, socia l secu rity  number and t i t l e  fo r  purposes of 
p o s itive  id e n t if ic a t io n .

4. Upon rece ip t o f n o t if ic a t io n  from the agencies, the State Personnel D iv is ion  
w i l l  v e r ify  the date w ith  the State Retirement System and w i l l  have pre­
pared the Retirement C e rt if ic a te . The completed c e r t if ic a te s  w i l l  be 
transm itted to the respective agencies fo r awarding in  accordance w ith the 
awards ceremony as prescribed by the agencies.

♦
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DOCUMENTATION CERTIFICATE

Previous State Employer

Years Months Days

Length o f Service 

From To

Wi tness

Witness

Signature

DOCUMENTATION CERTIFICATE

Previous State Employer

Years Months Days

Length o f Service 

From To

Wi tness

Witness

Signature
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Listed below are the comparative prices fo r  the several grades of jeweled 
pins as quoted by the L. G. Balfour Company and Josten's. The price 
quotations are fo r quantity purchases o f 1,000 or more pins o f each grade.

PINS FOR 5 TO 19 YEARS OF SERVICE 
(1/10 1 OK Gold o r S te rling  S ilve r)

L. G. BALFOUR JOSTEN'S

$2.10 $2.00

\
PINS FOR 20 TO 40 YEARS OF SERVICE 
(1/10 1 OK Gold w ith  Synthetic Stone)

20 year - $3.35 $2.95

30 year - 3.50 2.95

40 year - 3.75 3.08

PINS FOR 50 OR MORE YEARS OF SERVICE
(10K Gold w ith 4 poi nt Diamond)

$18.85 $17.10

The d is tr ib u tio n  of employees by years o f service is  estimated to be:

5 - 9 years s 4,647

10 - 19 years s 3,324

20 - 29 years = 1,261

30 - 39 years ■ 218

40 - 49 years « 15

50 or Over s Not Known

On the basis o f the above figu res , i t  is  estimated tha t the cost o f pins to 
implement the Service Award Program i f  purchased from Balfour would to ta l 
$21,872.70, or i f  purchased from Josten's would to ta l $20,351.25.
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MINUTES OF BUDGET AND CONTROL BOARD MEETING
3 :0 0  P . M .t WEDNESDAY, MARCH 8 , 1972

CONFERENCE ROOM, GOVERNOR'S OFFICE

- o -

The B udget and C o n tro l  B oard met in  th e  C o n fe re n c e  Room o f  th e  G o v e rn o r 's  

O f f ic e  a t  3 :0 0  P . M ., W ednesday, M arch 8 , 1972. A ll  members w ere p r e s e n t  e x c e p t 

S e n a to r  Brown who was a b s e n t  b e c a u se  o f i l l n e s s .  P . C. S m ith , Thomas P . Evans and

E a r l  E l l i s  a l s o  a t t e n d e d .

The fo l lo w in g  b u s in e s s  was t r a n s a c t e d .

REVISED GENERAL FUND REVENUE ESTIMATES

Mr. Evans p r e s e n te d  fo r  th e  B o a rd 's  c o n s id e r a t io n  a r e v i s io n  in  th e  

o f f i c i a l  Board e s t im a te s  o f  G e n e ra l  Fund Revenue f o r  th e  c u r r e n t  f i s c a l  y e a r  1971-72 

and  a l s o  f o r  1 9 7 2 -7 3 . A f te r  d i s c u s s io n ,  th e  fo llo w in g  r e v i s e d  e s t im a te s  w ere u n a n i ­

m ously  a p p ro v ed  by th e  B oard .

1971-72
O r ig in a l  E s tim a te  
R ev ised  E s t im a te  

I n c r e a s e

$ 5 4 9 ,5 8 4 ,2 1 3
5 6 5 ,6 9 5 ,0 0 0

$ 1 6 ,1 1 0 ,7 8 7

1972-73
O r ig in a l  E s tim a te  
R e v ised  E s t im a te  

I n c r e a s e

T o ta l  I n c r e a s e  (2  Y e a rs)

$ 6 0 3 ,7 9 0 ,0 0 0
6 1 3 ,2 6 7 ,0 0 0

9 ,4 7 7 ,0 0 0

$ 2 5 ,5 8 7 ,7 8 7

In  th e  c o u rs e  o f h is  p r e s e n t a t i o n ,  Mr. Evans s u b m it te d  t a b u l a te d  i n f o r ­

m a tio n  r e l a t i n g  to  G e n e ra l Fund Revenue c o l l e c t i o n s  o v e r  th e  l a s t  s e v e r a l  y e a r s ,  

i n d i c a t i n g  th e  s t a t i s t i c a l  b a s i s  on w hich  r e v is e d  e s t im a te s  w ere com puted , and th e  

econom ic f a c t o r s  b e a r in g  d i r e c t l y  on p r o j e c t i o n s  f o r  th e  p r e s e n t  and  e n su in g  f i s c a l  

y e a r . A copy of t h i s  m a te r i a l  i s  a t t a c h e d  a s _ a _ p a r t  o f t he mi n u t e s . .

F o llo w in g  th e  a d o p tio n  o f th e  r e v i s e d  e s t i m a t e s ,  th e  Board unan im ously  

a p p ro v e d  recom m ending to  th e  G e n e ra l A ssem bly  t h a t  $ 4 ,8 0 0 ,0 0 0 .0 0  o f  th e  a d d i t i o n a l

1 0 7 *



2

. 7
rev en u e  a v a i l a b l e  f o r  1972-73 be s e t  a s id e  fo r  a h e a l t h  in s u ra n c e  p la n  f o r  S t a te  

e m p lo y e es , d e t a i l s  o f  w hich w i l l  be d e v e lo p e d  l a t e r .  Mr. E l l i s  p a r t i c i p a t e d  in  th e  

d i s c u s s io n  o f  the  e x te n t  to  w hich  c o m p e n sa tio n  o f  S t a te  e m p lo y e es , in c lu d in g  a 

h e a l th  in s u ra n c e  p l a n ,  m ight b e n e f i t  from  th e  a d d i t i o n a l  re v e n u e  now a n t i c i p a t e d .

No f u r t h e r  b u s in e s s  was d i s c u s s e d  and th e  m e e tin g  a d jo u rn e d  a t  3 :4 5  P . M.

n

o
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STATE O F SOUTH CAROLINA 
D IV IS IO N  o r  r.E S E A R C H  A N D  S T A T IS T IC A L  S E R V IC E S  

B U D G E T A N D  C O N T R O L LO A R D  

P. O. BOX U 5 J S  

C O L U M B IA . 2 8 S , ,
TM O M A 3 P. E V A N S  TE LE P H O N E

Di«ccTon M arch 16, 1972 <eo3> 7 l o -2»?.s

TO THE STATE BUDGET AND CONTROL BOARD

Gentlemen:

G e n e ra l Fund Revenue c o l l e c t i o n s  f o r  F e b ru a ry  re a c h e d  $56 .1  m i l l i o n  b r i n g ­
in g  th e  t o t a l  c o l l e c t i o n s  f o r  th e  f i r s t  e ig h t  m onths o f  th e  f i s c a l  y e a r  to  $382 .4  
m i l l i o n .  The u n u s u a l ly  h ig h  F e b ru a ry  f ig u r e  i s  due in  p a r t  to  le a p  y e a r  w hich 
p ro v id e d  an e x t r a  c o l l e c t i o n  day t h i s  y e a r .  The am ount p r o je c te d  fo r  th e  e ig h t  
m onth p e r io d  was $36 9 .7  m i l l i o n ,  a d i f f e r e n c e  o f  $ 1 2 .7  m i l l i o n .  The p r o j e c t e d  
re v e n u e  c o l l e c t i o n s  f o r  a l l  o f  f i s c a l  1971-72 h av e  been  r a i s e d  from  a D ecem ber, 
1971 e s t im a te  o f  $ 5 5 3 .3  m i l l i o n  to  $565 .7  m i l l i o n .  The re v e n u e  e s t im a te s  w ere 
r e v i s e d  upward due to  b o th  econom ic and non-econom ic  f a c t o r s .  The s a le s  ta x  
was $ 8 .9  m i l l i o n  o v e r  th e  p r o je c te d  l e v e l ,  r e a c h in g  $16 4 .1  m i l l i o n  f o r  th e  J u l y -  
F e b ru a ry  p e r io d .  T o ta l  incom e t a x e s ,  a t  $ 1 3 0 .7  m i l l i o n  w ere o n ly  $0 .1  m i l l i o n  
below  e x p e c ta t io n s  f o r  th e  p e r i o d .  I n d iv id u a l  incom e ta x e s  v e re  $ 2 .7  m i l l i o n  
above th e  p r o j e c t i o n  w h ile  c o r p o r a t io n  incom e ta x e s  w ere  $ 2 .8  m i l l i o n  below  th e  
p r o j e c t i o n .  The a l l  o th e r  g ro u p  was $ 4 .0  m i l l i o n  d o l l a r s  o v e r  th e  p r o je c te d  
l e v e l .  P e r t  o f  l ie .  a l l  e t h e r  g roup  in c r e a s e s  h av e  a p p e a re d  in  th e  e s t a t e  t a x ,  
d o cum en tary  t a x ,  and e a rn in g s  on in v e s tm e n ts .  T hese re v e n u e  i te m s ,  p a r t i c u l a r l y  
th e  e s t a t e  t a x ,  do n o t  n e c e s s a r i l y  r e f l e c t  c u r r e n t  and e x p e c te d  econom ic c o n ­
d i t i o n s  .

ACTUAL AND PROJECTED CENTRAL FUND REVENUE 
JULY-FEBRUARY, FISCAL YEAR 1971-72

(Amounts in  M i l l io n s )

Item A ctu a l Proicctcd

A c tu a 1
L ess

P r o te c te d

T o ta l  G en era l Fund Revenue $ 3 8 2 .4 $3 6 9 .7 $ 1 2 .7

S a le s  Tax 164 .1 155 .2 8 .9

Income Taxes 130 .7 130 .8 - 0 .1
I n d iv id u a l 1 0 7 .3 104 .6 2 .7
C o rp o ra t io n 2 3 .4 2 6 .2 - 2 .8

A ll O th er 8 7 .7 8 3 .7 4 .0

N o te : Sum o f  i n d iv id u a l  i te m s  may n o t eq u a l t o t a l  due to  ro u n d in g .
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Com paring th e  re v e n u e  c o l l e c t i o n s  f o r  th e  J u ly -F e b ru a ry  p e r io d  o f  th e  
c u r r e n t  f i s c a l  y e a r  to  th o s e  f o r  th e  same p e r io d  l a s t  y e a r ,  th e  t o t a l ,  a t  $ 3 8 2 .A 
m i l l i o n ,  was up $ 4 7 .7  m i l l i o n  o r  1 4 .2  p e r c e n t .  Of th e  m ajo r c a t e g o r i e s ,  th e  
s a l e s  ta x  shov.’ed th e  l a r g e s t  g a in  o v e r  th e  y e a r  —  $ 2 1 .3  m i l l i o n  o r 1 4 .9  p e r c e n t .

Both in d iv id u a l  and c o r p o r a t i o n  incom e ta x e s  w ere above y e a r - a g o  l e v e l s .
The i n d iv id u a l  incom e ta x  re a c h e d  $ 1 0 7 .3  m i l l i o n  p o s t in g  a g a in  o f  $ 1 5 .0  m i l l i o n  
o v e r  th e  J u ly - F c b iu a r v  m onths o f  l a s t  y e a r .  C o rp o ra tio n  incom e ta x  c o l l e c t i o n s ,  
am ounted to  $ 2 3 .4  m i l l i o n  com pared to  $ 2 1 .0  m i l l i o n  f o r  th e  same p e r io d  l a s t  
y e a r .

A ll o th e r  ta x e s  r e f l e c t e d  a h e f t y  g a in  o f  $9.1  m i l l i o n  o r  1 1 .5  p e r c e n t  
o v e r  l a s t  y e a r  to  r e a c h  $ 6 7 .7  m i l l i o n  d u r in g  J u ly - F e b r u a r y ,  1 9 7 1 -7 2 . Hie t a b l e  
b e lo w  shows G e n e ra l Fund Revenue i te m s  f o r  f i s c a l  y e a rs  1971-72 and 1970-71 and 
net: and p e rc e n ta g e  c h a n g es  o v e r  th e  y e a r .

GENERAL FUND REVENUE
JULY-FEBRUARY, FISCAL YEARS 1971-72 AND 1970-71 

(Amounts in  M il l io n s )

Item
J u ly - F e h r v a r v

Change Over
The Y*»ar i /

1971-72 1970-71 Net 7.

T o ta l  G e n e ra l Fund Revenue $ 3 8 2 .4 $334 .8 $ 4 7 .7 14 .2

S a le s  Tax 164 .1 142.7 2 1 .3 1 4 .9

Incom e T axes 130 .7 113 .3 1 7 .3 1 5 .3
I n d iv j  d u a l 1 0 7 .3 9 2 .3 1 5 .0 1 6 .3
C o rp o ra t io n 2 3 .4 21 .0 2 .3 1 1 .0

A l l  O th e r 8 7 .7 78 .7 9 .1 1 1 .5

N o te : Sum o f  i n d iv i d u a l  i te m s  may n o t eq u a l t o t a l  due to  ro u n d in g .

1 /  N et and p e rc e n ta g e  ch an g es a r e  b a sed  on unrounded  d a t a .

The D iv is io n  i s  n o t r e v i s i n g  th e  m onth-by-m onth  p r o j e c t i o n s  o f  re v e n u e s  
b e c a u se  th e s e  p ro v id e  a s ta n d a r d  p a t t e r n  f o r  th e  p u rp o se  o f  e v a lu a t in g  th e  c u r ­
r e n t  re v e n u e  f lo w . I t  m ig h t be n o te d  t h a t  i n  the  p re v io u s  f i s c a l  y e a r ,  a c tu a l  
re v e n u e s  f o r  th e  12-m onth p e r io d s  w ere  ru n n in g  n t  ab o u t 99 p e r c e n t  o f  th e  p r o ­
j e c t e d  v a lu e s  f o r  m ost o f  th e  f i s c a l  y e a r .  The r e v is e d  re v e n u e  p r o j e c t i o n  o f 
$ 5 6 5 .7  m i l l i o n  f o r  1971-72 i s  s t i l l  w i th in  2 p e rc e n t  o f  th e  $ 5 5 3 .3  m i l l i o n  e s t i ­
m ated  i n  D ecem ber, 1971.

l b  <
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SOllIH CARPI? » A’ S ECPNCMY

S outh  C a r o l in a  Econom ic I n d i c a to r s  p u b l is h e d  f o r  J a n u a r y  r e f l e c t e d  c o n ­
t in u e d  econom ic e x p a n s io n  i n  South  C a r o l in a .  The o n ly  s u b s t a n t i a l  d e c l i n e  in  
J a n u a r y  o c c u r r e d  in  n o n r e s id e n t^ a l  c o n s t r u c t i o n  p e r m i t s ,  b u t  t h i s  i s  a r a t h e r  
e r r a t i c  s e r i e s  s u b j e c t  to  s h a rp  c h a n g es  from  m onth to  m on th .

S ou th  C a r o l in a  n o n fa rm  wage and s a la r y ’ em ploym ent, a d ju s t e d  f o r  s e a s o n a l  
v a r i a t i o n ,  am ounted to  8 7 9 ,2 0 0  in  J a n u a r y ,  up 100 from  D ecem ber, 1973.

U n a d ju s te d  em ploym ent f ig u r e s  showed th e  J a n u a ry  l e v e l  a t  8 7 3 ,1 0 0 , down 
1 3 ,3 0 0  from  th e  D e c ip h e r  l e v e l  due p r i m a r i l y  to  s e a s o n a l  d e c l i n e s  in  t r a d e  
and  c o n t r a c t  c o n s t r u c t i o n .  Compared to  J a n u a ry  a y e a r  a g o , S ou th  C a r o l i n a 's  
wage and s a l a r y  em ploym ent was up 3 2 ,8 0 0  o r  3 .9  p e r c e n t  w i th  s u b s t a n t i a l  g a in s  
r e g i s t e r e d  in  m a n u f a c tu r in g ,  t r a d e  and g o v e rn m e n t.

M a n u fa c tu r in g  em ploym en t, a t  34 1 ,9 0 0  i n  J a n u a r y ,  d ro p p ed  500 from  December 
b u t was up 9 ,7 0 0  from  a y e a r  e a r l i e r .  D u rab le  goods em ploym ent edged  upward 
d u r in g  J a n u a ry  w ith  n o n e l e c t r i c a l  m a c h in e ry  r e g i s t e r i n g  th e  l a r g e s t  g a in .  N on­
d u r a b le  goods em ploym ent s l i p p e d  700 o v e r  th e  m onth due p r im a r i l y  to  s e a s o n a l  
f a c t o r s  and th e  c lo s i n g  o f  one t e x t i l e  p l a n t .

The s e a s o n a l ly  a d ju s t e d  r a t e  o f  unem ploym ent r o s e  s l i g h t l y  in  J a n u a r y ,
1971 to  4 .7  p e r c e n t  o f  th e  work f o r c e  from  4 .6  p e r c e n t  in  D ecem ber. H ow ever, 
th e  J a n u a ry  r a t e  was s u b s t a n t i a l l y  be low  th e  5 .6  p e r c e n t  r e c o r d e d  in  th e  same, 
m onth  l a s t  y e a r .  The n a t i o n a l  unem ploym ent r a t e  in  J a n u a r y ,  1972 was 5 .9  p e r ­
c e n t  o f  th e  l a b o r  f o r c e .

N o n a g r ic u l tu r a l  wage and s a l a r y  em ploym ent f ig u r e s  f o r  Sou th  C a r o l in a  f o r  
1970 and 1971 w ere  r e c e n t l y  r e v i s e d  upw ard . A verage  a n n u a l wage and s a l a r y  
em ploym ent was 8 4 2 ,0 0 0  in  1970 and 8 6 1 ,2 0 0  in  1971, an o v e r - t h e - y e a r  i n c r e a s e  
o f  1 9 ,2 0 0  o r  2 .3  p e r c e n t .  M a n u fa c tu r in g  em ploym ent a v e ra g e d  3 3 7 ,4 0 0  d u r in g  
1971, s l i g h t l y  below  th e  1970 a v e ra g e  o f  3 4 0 ,0 0 0 .

The U n ite d  S t a te s  D epartm en t o f  L abor r e p o r te d  t h a t  S o u th e a s te r n  1 / n o n - 
fa rm  wage and sa la ry .’ em ploym ent r e a c h e d  an a i l - t i m e  h ig h  i n  1971 as th e  y e a r  
ended  w ith  1 1 ,0 6 9 ,9 0 0  w o rk e rs  on th e  p a y r o l l s .  Employment ro se  1 01 ,500  betw een  
Novem ber and Decem ber and was 2 0 6 ,2 0 0  h i g h e r  th a n  D ecem ber, 1970. Of th e  e ig h t  
s t a t e s  in c lu d e d ,  h i g h e s t  o v e r - t h e - y e a r  g a in s  w ere  re c o rd e d  in  V i r g in i a  (up 
4 8 ,5 0 0 )  and F lo r id a  (up  4 5 ,1 0 0 ) .  Alabama r e g i s t e r e d  th e  s m a l l e s t  g a in ,  7 ,0 0 0 . 
S o u th  C a r o l i n a ’ s n o n fa rw  em ploym ent g a in  o v e r  th e  y e a r  f o r  th e  m onth o f  December 
was r e p o r t e d  t o  be 2 9 ,7 0 0  o r  th e  f o u r th  l a r g e s t  g a in  in  t h e  e ig h t  s o u th e a s te r n  
s t a t e s .  A l l  o f  th e  f ig u r e s  f o r  D ecem ber, 1971 w ere  p re l im in a ry ’ .THE NATIONAL ECONOMY

The U n ite d  S t a t e s  D epartm en t o f  Commerce In d ex  o f  I n d u s t r i a l  P ro d u c tio n

1 /  A labam a, F l o r i d a ,  G e o rg ia , M i s s i s s i p p i ,  N o rth  C a r o l in a ,  S ou th  C a r o l in a ,  
T e n n e sse e  an d  V i r g i n i a .

i b ,
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h a s  r e f l e c t e d  s lo w  and i n c o n s i s t e n t  a d v a n c e s  d u r in g  th e  p a s t  f iv e  m o n th s , b u t  
shows s i g n i f i c a n t  im provem en t o v e r  th e  p e r io d  p r i o r  to  th e  im p le m e n ta t io n  o f  
t h e  A d m i n i s t r a t i o n 's  E w Econom ic P o l i c y .  In  Ja n u a ry ’ , th e  p r o d u c t io n  in d e x  
r o s e  by  0 .3  p e r c e n t  ( s e a s o n a l l y  a d ju s t e d )  from  D ecem b er 's  l e v e l .  H ow ever, th e  
in d e x  i s  s t i l l  w e ll be low  th e  peak  r e c o r d e d  in  S e p tem b e r, 1969. The m a n u fa c tu re  
o f  n o n d u ra b le s  a c c o u n te d  f o r  much o f  th e  J a n u a r y  im provem ent w ith  c h e m ic a l ,  
p e tro le u m  and ru b b e r  i n d u s t r i e s  show ing  th e  b i g g e s t  g a in s .

P e r s o n a l  Incom e ro s e  by $ 7 .2  b i l l i o n  in  J a n u a ry  to  a s e a s o n a l ly  a d ju s t e d  
a n n u a l r a t e  o f  $891 .1  b i l l i o n .  In  th e  t h r e e  m onth p e r io d  s in c e  November when 
th e  f r e e z e  e n d e d , p e r s o n a l  incom e h a s  been  r i s i n g  a t  an a n n u a l r a t e  o f  o v e r  9 
p e r c e n t  com pared to  a b o u t 6 p e r c e n t  in  1971. M a n u fa c tu r in g  w ages and s a l a r i e s  
added  o n ly  $900 m i l l i o n  Vo t o t a l  incom e in  J a n u a r y  com pared to  $3 .1  b i l l i o n  in  
D ecem ber due p r i m a r i l y  to  a s h a rp  d ro p  i n  th e  a v e ra g e  m a n u fa c tu r in g  w orkw eek.

B usinessm en  have r a i s e d  t h e i r  in v e s tm e n t  p la n s  f o r  1972 a c c o r d in g  to  th e  
m ost r e c e n t  s u rv e y  by M cG raw -H ill. The new s u rv e y  i n d ic a te d  t h a t  b u s in e s sm e n  
p la n  t o  spend  $ 9 0 .8  b i l l i o n  on new’ in v e s tm e n t  d u r in g  1972, an i n c r e a s e  o f  11 
p e r c e n t  o v e r 1971. An e a r l i e r  s u rv e y ,  ta k e n  l a s t  f a l l ,  i n d i c a t e d  p la n n e d  i n ­
c r e a s e s  o f  7 p e rc e n t  o v e r  1971.

M a n u fa c tu r in g  i n d u s t r i e s  s te p p e d  up t h e i r  c a p i t a l  sp e n d in g  p la n s  by $ 1 .2  
b i l l i o n  to  a t o t a l  o f  $ 3 3 .9  b i l l i o n .  A i r l i n e s  su rv e y e d  showed a s i g n i f i c a n t  
s h i f t  i n  s p e n d in g  p l a n : .  In  th e  f a l l  s u rv e y ,  a i r l i n e s  o n ly  p la n n e d  t o  spend 
2 p e r c e n t  m ore th a n  n 1971, h u t th e  l a t e s t  s u rv e y  in d ic a te d  an  in c re a s e , o f 
27 p e r c e n t  o v e r  l a s t  y e a r .  R a i l r o a d s  a l s o  s h i f t e d  —  from  a c u tb a c k  to  a 10 
p e r c e n t  in c r e a s e  in  1972.

Si n c c r c ly

Thomas P. 
D i r e c to r

y o u r s ,

Evans
T PE :dk j

Ib b O
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SUMMARY OF GENERAL FUND REVENUE BY MAJOR CATEGORIES AND SHORT RANGE ESTIMATES

(In  M i l l io n s  o f  D o l la r s )

12-Month
P e r io d
End in e

A C T U A L *
--  ----- - ---——  ------------ —  --- -——:  --------------------— ---------

E S T I M A T E S G enera l Fund 
A c tu a l As
7. o f Com­

p u ted  V alue

T o ta l
G en e ra l Fund

Revenue
S a le s

Tax
Income

T axes
’’A ll

O th e r”

T o ta l
G e n e ra l Tund 

Rev r.-je
S a le s
Tax

Income
T axes

’’A ll
O th e r”

J u n e ,  1970 4 5 6 .6 192 .6 136 .3 127.8 4 6 7 .1 193 .6 140.1 1 3 3 .4 93

J u l y ,  1970 4 6 6 .5 196 .2 142 .6 127 .7 4 6 2 .6 195 .9 133 .9 127 .8 101
A -iqust 4 6 6 .2 197 .6 139 .3 129 .4 4 6 6 .1 197 .2 1 3 8 .9 1 3 0 .0 100
S ep tem ber 4 6 6 .3 198 .3 139 .2 1 2 8 .9 468 .8 138.5 140 .1 1 3 0 .2 99
O c to b e r 470 .1 2 0 0 .4 139 .8 1 2 9 .9 4 7 3 .2 200 .7 142 .0 1 3 0 .5 99
November 4 7 5 .0 202 .8 1 4 1 .9 1 3 0 .4 4 7 9 .1 202 .3 145 .3 1 3 1 .5 99
December 477 .7 202 .8 142 .0 13 3 .0 4S 1 .5 202.7 145 .5 13 3 .3 99
J a n u a r y ,  1971 4 8 1 .9 204 .8 143 .5 133 .6 4 8 5 .8 204 .9 146.7 134 .2 99
T e b ru a ry 4 8 5 .6 2 0 3 .4 144.8 135 .4 4 9 0 .0 205 .1 149 .3 135 .6 99
M arch 4 9 0 .3 207 .1 145 .1 13 3 .0 4 9 5 .2 206 .3 151 .0 1 3 7 .9 99
A p r i l 492 .2 209 .6 14 4 .9 137 .7 5 0 1 .1 203 .9 133 .5 1 3 8 .7 93
Mav 4 9 2 .6 211 .1 142 .0 139 .5 505 .5 203 .7 1 5 7 .5 139 .3 97
Ju n e 5 0 4 .5 213 .7 150 .4 140 .5 507 .7 209 .6 157 .4 140 .7 99

J u l y ,  1971 5 0 5 .3 215 .8 14 8 .4 141 .0 505 .7 215 .2 149 .1 1 4 1 .4 100
A ugust 512 .1 2 1 8 .4 151 .4 1 4 2 .3 513 .2 216 .6 1 5 4 .5 142 .1 109
S eptem ber 519 .8 2 2 0 .9 154 .9 144 .0 5 1 8 .4 2 1 8 .3 1 5 7 .0 1 4 3 .0 ICO
O c to b e r 52 0 .9 223 .1 152 .6 145 .3 523 .7 220 .1 159.1 143 .5 99
November 5 3 1 .6 2 2 4 .8 159 .6 147 .2 5 2 6 .2 220 .8 161 .6 143.8 101
December 5 3 5 .7 227 .9 160 .0 147 .8 5 2 3 .5 . 2 2 2 .4 1 6 1 .9 144 .2 101
J a n u a r y ,  1972• 5 4 3 .2 2 3 2 .0 161.8 149 .4 5 3 3 .9 224 .6 163 .8 145 .5 102
F e b ru a ry 552 .2 2 3 5 .0 167 .7 1 4 9 .5 539 .6 2 7 / .2 167 .9 14 5 .5 102
M arch 541 .7 227 .2 167 .7 146.8
A p r i l 547 .7 229 .4 171 .1 147 .1
May 552 .4 230 .2 174.8 147 .3 i
Ju n e 5 5 3 .3 2 3 1 .0 174 .5 147.8

* Sum o f  i te m s  may n o t e q u a l t o t a l  due t o  ro u n d in g .

D iv is io n  o f R e se a rc h  And 
S t a t i s t i c a l  S e rv ic e s
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PROJECTED GENERAL I DL’D REVENUES - FISCAL YEAR 1971-72

x-x (Amounts in  M i l l io n s )o
BY QUARTER

Q u a r te r T o ta l

-------.... -UBI.
S a le s

Tax
tncoiae

Taxes
" “ATI
O th e r

J u ly -S e p te m b e r ,  1971 $138 .5 $ 5 7 .9 $ 4 8 .4 $ 3 2 .2
O c to b e r-D e c em b e r, 1971 126.0 5 5 .2 4 2 .2 , 2 8 .6
Jn  nu a ry  -Ma r  c h , 197?. 143 .7 58.1 4 2 .4 4 3 .2
A p r i l - J u n e ,  1972 145.1 5 9 .8 4 1 .5 4 3 .8

F i s c a l  Y ear $553 .3 $ 2 3 1 .0 $17 4 .5 $ 1 4 7 .8

PROJECTED AND ACTUAL

BY MONTE

Month.
TOTAL SALES TAX INCOME TAX

I
ALL OTHER

P r o j e c t ( d Ac t <>al P r o je c t  cd /‘ d u a l P i e j e c t e d Ac Lua 1 P r o je c te d A c te  . •

J u l y , ’ 71 $ 4 8 .7 $ 4 8 .2 $ 22 .2 $ 2 2 .8 $ 1 5 .3 $ 1 4 .7 $ 1 1 .2 $ 1 0 .6
A ugust 5 2 .9 5 2 .2 17 .9 19 .1 2 3 .5 2 1 .0 11 .5 1 2 .:  .
S ep tem ber 3 6 .9 3 9 .5 17 .8 18 .6 9 .6 1 0 .6 9 .5 1C.3
O c to b e r 4 9 .8 4 6 .7 2 1 .4 2 1 .8 1 8 .5 14 .1 9 .9 1 0 .8
November 4 5 .4 5 2 .6 17.1 18.1 1 9 .3 2 3 .8 9 .0 10 .7  :
December 3 0 .8 3 2 .7 16 .7 1 8 .3 4 .4 4 .4 9 .7 10 . c

J a n u a r y , '7 2 52 .5 5 4 .6 25 .2 27.1 1 5 .8 15 .8 1 1 .5 11 .7
F e b ru a ry 5 2 .7 5 6 .1 16 .9 1 8 .3 2 4 .4 2 6 .2 1 1 .4 11.6
March 3 8 .5 1 6 .0 2 .2 2 0 .3 i
A pri 1 4 5 .8 2 1 .5 6 .3 1 8 .0
May 54 .8 19 .0 2 3 .4 1 2 .4
Ju n e 4 4 .5 19 .3 1 1 .8 13 .4

F i s c a l  Y ear $ 5 5 3 .3 $231 .0 $ 1 7 4 .5 $147 .8

J u ly - F e b . $ 3 6 9 .7 $ 3 8 2 .4 $155 .2 $164.1 $ 1 3 0 .8 $ 1 3 0 .7 $ 8 3 .7 $ 8 7 .7  • ;

D iv is io n  o f R e se a rc h  And 
S t a t i s t i c a l  S e rv ic e s
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PERCENT GROWTH OVER THE YEAR IN SOUTH CAROLINA NONFARM 
employment and the seasonally adjusted 

RATE (IN  PERCENT) OF INSURED UNEMPLOYMENT
P e r c e n t

1964 1965 1966 1967 1968 1969 1970 1971



COMPARISON OF SELECTED ECONOMIC INDICATORS FOR THE 
UNITED STATES AND SOUTH CAROLINA

J a n u a r y ,  1972 

Not S e a s o n a l ly  A d ju s te d

i  I V 

c r s o n a l  Incom e 1 / f o r  M onth ..........  m i l .

P ersonal Income - Cum ulative
th ro u g h  M onth ..........  m i l .

N o n r .g r ic u l tu r a l  Wage andS a l a r y  Em ploym ent ...................  t h o u s .a n u f a c t u r in g  Ev.pl oym cnt . . . . .  t h o u s .
A verage  W eekly E a r n in g s ..........  u n i t s .

A verage  W eekly H o u rs .......... .. u n i t s .

A verage  H o u rly  E a r n in g s .......... u n i t s .

C i v i l i a n  L abor F o r c e ...................   t h o u s .

Unemployment ........................................ t h o u s .

7. o f  C i v i l i a n  L abor F o rc e  ....................

I n s u r e d  U nem ploym ent.................... t h o u s .

7. of Average Covered Employment . . .

J a n u a r y ,  1972

P e rc e n t C h an ge C o rr e sp o n d  in  g M onth Last: Y e a r j S ou th
C a r o l in a  

As 7. Of
U n it cd S outh U n ite d S ou th U n ited
S t a t e s C a r o l in a S t a t  e 5 C a r o l in a

$ 7 4 ,1 8 2 $ 744 8 .4 11 .2 1 .0 0

$ 8 5 5 ,3 8 6 $ 8 ,4 4 7 7 .1 1 0 .9 0 .9 9

7 0 ,4 6 7 8 7 3 .1 1 .4 3 .9 1 .24

N. A. 3 4 1 .9 - 2 .9

$ 146 .8 9 $ 112.61 6 .0 7 .7 7 8 .2 6

3 9 .7 4 0 .8 0 .3 1 .5 102 .77

$ 3 .7 0 $ 2 .7 6 5 .7 6 .2 74 .59

8 4 ,5 5 3 1 ,1 0 1 .4 2 .3 2 .5 1 .3 0

5 ,4 4 7 4 5 .5 0 .6 -1 5 .0 0 .8 4

6 .4 4 .1 - - -

2 ,5 2 7 .0 1 7 .4 -9 .7 -2 2 .3 0 .6 9

4 .8 2 .8 - - -

1 /  E s t im a te s  f o r  D ecem ber__  a rc  from  r e v i s e d  ’’B u s in e ss  Week” s e r i e s .

D iv is io n  o f  R e se a rc h  And 
S t a t i s t i c a l  S e r v ic e s
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REVISIO N OF —GENERAL FUND REVENUE ESTIMATES FOR FISCAL 1971-72 AND 1972-73
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P R O  G R A M
8 :0 0  a .m . — R e g i s t r a t i o n  and C o ffe e

H orn ing  S e s s io n  — A m bassador Room

9:00 a.m. — Chairman: R o b e r t E. L e v i s ,  V ic e  P r e s id e n t ,  F i r s t  
N a t io n a l  C i ty  Bank

Economic R ep o rt

S p e a k e r :  H e r b e r t  S t e i n ,  C hairm an, C o u n c il  o f  Econom ic

A d v is e r s

10:45 a.m. —  risc.nl Policy
S p e a k e r :  L e o n a rd  Jag S a n to v ,  V ice  P r e s id e n t  and

E c o n o m is t, A ubrey G. Lane to n  & Company, I n c .

12 :30  p.ra. — C o c k ta i ls  and Lunch

A f tc r noon S e s s io n

P a l l a d i a n  Room

A m bassador Room

1 :3 0  p.m .
— Chairman: M rs. E le a n o r  S . D a n ie l ,  D ir e c to r ,  Econom ic

R e s e a rc h , The M u tu a l L i f e  In s u r a n c e  Company 
o f  R ev  York

M onetary P o l ic y

S p e a k e r :  H enry C. W a ll ic h ,  Seym our H. Knox P r o fe s s o r
o f  E conom ics, Y a le  U n iv e r s i ty

2 :3 0  p .m . — Tax P o lic y  and I s s u e s

S p e a k e r :  L a u re n c e  N. W oodvorth , C h i e f  o f  S t a f f ,  J o i n t
C om m ittee  on I n t e r n a l  R evenue T a x a tio n

3: 30 p . in. — Fcderal S ta t i s t l e a l  Bu d g e t, 1973

S p e a k e r :  J u l i u s  S h i s k i n ,  C h ie f  S t a t i s t i c i a n ,  O f f i c e  o f
M onarem crt and  B u d g e t - *«•<*,*.. _ l b O /



ESTIMATES OF GENERAL FUND REVENUE 
FISCAL YEAR 1971-72

LXJem------„----------- ---------

Memo From 
M r. C la rk so n

9 /3 /1 9 7 0

M r. W asson’ s 
F o re c a s t

In  1970

P r o je c t io n s  By D iv is io n  o f  R esea rch
And S t a t i s t i c a l  S e rv ic e s

O r ig in a l
1970

December,
1971

M arch 5 ,
1972

S a le s  Tax

..........  ..........—

$ 2 2 1 ,5 0 0 ,0 0 0 $ 2 2 0 ,0 0 0 ,0 0 0 $ 2 2 6 ,0 0 0 ,0 0 0 $ 2 3 5 ,000 ,000 $ 2 4 2 ,0 0 0 ,0 0 0

Incom e Taxes 
I n d iv id u a l  
C o rp o ra t io n

1 1 3 ,4 0 0 ,0 0 0
4 6 ,0 0 0 ,0 0 0

1 1 2 ,0 0 0 ,0 0 0
4 6 ,0 0 0 ,0 0 0

1 2 7 ,0 0 0 ,0 0 0
5 1 ,0 0 0 ,0 0 0

123 ,4 0 0 ,0 0 0
5 0 ,6 0 0 ,0 0 0

1 2 3 ,4 0 0 ,0 0 0
4 7 ,0 0 0 ,0 0 0

1 A ll  O th er

B a la n c in g  Item *
1 0 8 ,5 0 0 ,2 0 0

3 4 ,0 0 0 ,0 0 0
1 0 7 ,8 6 7 ,5 0 0

3 4 ,0 0 0 ,0 0 0
1 4 3 ,7 7 6 ,0 0 0 144 ,5 7 2 ,0 0 0 1 5 3 ,2 9 5 ,0 0 0

T o ta l  G e n e ra l
Fund Revenue $ 5 2 3 ,4 0 0 ,2 0 0 $ 5 1 9 ,8 6 7 ,5 0 0

-------------------------
$ 5 4 7 ,7 7 6 ,0 0 0 $553 ,5 7 2 ,0 0 0 $ 5 6 5 ,6 9 5 ,0 0 0

* E s tim a te  o f  G e n e ra l Fund Revenues n o t c o l l e c t e d  by Tax Commission made by t h i s  
D iv is io n .

D iv is io n  o f  R esea rch  And 
S t a t i s t i c a l  S e rv ic e s  

March 5 , 1972
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C O LU M O IA

R O B E R T  C . W A S S O N  
C H A IR M A N
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J A M E S  A. C A L H O U N . J R .  
W Y A T T  E D U R H A M  
R O B E R T  C . W A 6 6 O N

c o m m is s io n e r *

S e p te m b e r  3, 1970 £•<"*« '«"

M E M O R A N D U M

TO: M r. R o b e r t  C. W asso n , C h a irm a n
M r. J a n ie s  A. C alhoun , J r . ,  C o m m is s io n e r  
M r. W yatt E . D u rh a m , C o m m is s io n e r  
M r. R o b e r t  W. W ilk es , E x e c u tiv e  S e c r e ta r y

FR O M : M r. A. T . C la rk so n , J r .
A d m in is tr a t iv e  A s s is ta n t - R e  s e a r c h

R E : 1971- 1972 R ev en u e  E s t im a te

G e n e ra l F u n d  R ev en u e  C o lle c tio n s
A d m is s io n s  T a x $ 2 ,1 0 0 ,0 0 0
A lc o h o lic  L iq u o rs  T ax 2 1 ,5 0 0 ,0 0 0
B ank  T a x 1 ,3 0 0 ,0 0 0
B ed d in g  F u n d 2 2 ,0 0 0
B e e r  and  W ine T a x 2 3 ,4 0 0 , 000
B ldg . L’ L o an  A s s o c ia t io n  T a x 2 7 0 ,0 0 0
B u s in e s s  L ic e n s e  T ax 1 8 ,2 0 0 ,0 0 0

A m m u n itio n 9 0 ,0 0 0
C oin O p e ra te d  D e v ic e s  T ax 8 5 0 ,0 0 0
C o rp o ra t io n  L ic e n s e  T a x 4 ,6 5 0 ,0 0 0
D o c u m e n ta ry  T a x 2, 850, 000
D o m e s tic  In s u ra n c e  T a x 475 , 000
E l e c t r i c  P o w e r  T ax 8 ,2 0 0 ,0 0 0
E s ta te  T a x 3, 250, 000
F i r e w o r k s  L ic e n s e  T ax 1 1 ,000
G a so lin e  T ax  - C o u n tie s 13, 000, 000
G ift T ax 2 5 0 ,0 0 0
In c o m e  T a x  - C o rp o ra t io n 4 6 , 000, 000
In c o m e  T a x  - In d iv id u a l 1 1 3 ,4 0 0 , 000
P u b lic  R e c re a t io n  T ax 7, 200
R e t a i l e r s  L ic e n s e  T ax 450, 000

k i b b o
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S a le s  .and U se  T a x
S oft and  B o ttle d  D rin k s  T ax

T o ta l F o r  G e n e ra l F und  R ev en u e

C o lle c tio n s  S p e c if ic a lly  A llo ca ted
A d m is s io n s  T a x -W ild life  R e s o u rc e s  
G a so lin e  T ax  - H ighw ay D e p a r tm e n t 
H ighw ay U se T a x  - H ighw ay D e p a r tm e n t  
R e g is t r a t io n  F e e s  - H ighw ay D ep t. 
R e g is t r a t io n  F e e s  - P u b . S c rv . C om m . 
S p e c ia l  F u e l T a x  - H ighw ay D ep t.

T o ta l  S p e c if ic a l ly  A llo c a ted  F u n d s

T o ta l  T ax  C o m m iss io n  C o lle c tio n s

A T C jr / l s g

2 2 1 ,5 0 0 ,0 0 0  
7, 625, 000

12 ,000  
7 8 ,4 0 0 ,0 0 0  

1 ,1 0 0 ,0 0 0  
185 ,000  
5 1 0 ,0 0 0  

7 ,2 5 0 ,0 0 0

$ 4 8 9 ,4 0 0 ,2 0 0

87, 457 , 000

$ 5 7 6 ,8 5 7 ,2 0 0

1 6 3 1



ESTIMATED REVENUE COLLECTIONS . J'/-
SOUTH CA RO LIN A  TAX COM M ISSION ]’•v ,'

yr .

• E S T IM A T E D
C O L L E C T IO N S

1970-1971

E S T IM A T E D
C O L L E C T IO N S

1971-1972

G E N E R A L  FUND R E V E N U E  C O L L E C T IO N S
A d m is s io n s  T ax $ 1 ,8 0 0 ,0 0 0 $ 1 ,8 7 5 ,0 0 0
A lc o h o lic  L iq u o rs  T ax 2 1 ,8 5 0 ,0 0 0  " 22, 000, 000
B ank T ax 1, 100, 000 1, 250 , 000
B edding  Fund 22, 000 23, 500
B e e r  and W ine T ax • _20 , 500,.000. 22, 500, 000
B ldg . & L oan A ss o c ia t io n  T ax 2 9 0 ,0 0 0 3 0 0 ,0 0 0
B u s in e s s  L ic e n se  T ax 1 7 ,5 0 0 ,0 0 0 18, 000, 000 '

A m m u n itio n 80, 000 9 0 ,0 0 0
C oin O p e ra te d  D e v ice s  T ax 8 0 0 ,0 0 0 ‘ 800, 000
C o rp o ra tio n  L ic e n s e  T ax 4 ,5 0 0 ,0 0 0 5, 000, 000
D o c u m e n ta ry  T ax 3, 000, 000 3, 000, 000
D o m e stic  In s u ra n c e  T ax 5 0 0 ,0 0 0 500, 000
E le c t r ic  P o w e r  T ax 7 ,8 0 0 ,0 0 0 8, 000, 000
E s ta te  T ax 3, 250, 000 3, 500, 000
F ir e w o rk s  L ic e n se  T ax 1 1 ,0 0 0 1 1 ,0 0 0
G a so lin e  T a x -C o u n tie s 1 2 ,0 0 0 ,0 0 0 12, 460 , 000

^ ^ G i f t  T ax 200, 000 £ 150, 000
^ I n c o m e  T a x -C o rp o ra t io n  1^4 .3 42, 000, 000——“ 46, 000, 000

In co m e T a x -In d iv id u a l 100, 000, o o o — * 1 12, 000, 000
P u b lic  R e c re a tio n  T ax 7, 000 8, 000
R e ta i le r s  L ic e n s e  T ax 4 0 0 ,0 0 0 400 , 000
S a les  and U se T ax 2 1 0 ,0 0 0 ,0 0 0 220, 000, 000
Soft and B o ttle d  D rin k s  T ax 7, 700, 000 • 8, 000, 000

T O T A L  FO R G E N E R A L  FUND R E V E N U E $455, 310, 000 $485, 867, 500
[  < 0 ,1 *7  6 y  i*1 , t  y j n r

C O L L E C T IO N S S P E C IF IC A L L Y  A L L O C A T E D
A d m is s io n s  T a x -W ild life  R e s o u rc e s 1 2 ,0 0 0 13, 500
G a so lin e  T ax -H ig h w ay  D e p a r tm e n t 72, 000, 000 7 4 ,7 5 0 , 000
H ighw ay U se T ax -H ig h w a y  D e p a r tm e n t 975, 000 1, 090, 000
R e g is tr a t io n  F e e s -H ig h w a y  D e p a r tm e n t 165, 000 190, 000
R e g is tr a t io n  F e c s - P u b .  S e rv . C om m . 4 5 0 ,0 0 0 495, 000
S p ec ia l F u e l T ax -H ig h w a y  D e p a r tm e n t 6, 1 5 0 ,0 0 0 6, 400, 000

T O T A L  S P E C IF IC A L L Y  A L L O C A T E D
FUNDS $ 7 9 ,7 5 2 ,0 0 0 $ 82, 938. 500

^ > T A L  TAX COMMISSION C O L L E C T IO N S $ 5 3 5 ,0 6 2 ,0 0 0 $568, 806, 000

J O C ,  < fo C , C / {
•

MI'S". 3

16922 ^  W
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ACTUAL AND PROJECTED GENERAL FUND REVENUE 
JULY-FEBRUARY, FISCAL YEAR 1971-72

(Amounts in  M il l io n s )

1 .1.. ------ a ------ -- , EB. 1 ..... " '17'B'T

! Item A c tu a l P r o je c te d

A c tu a l
L ess

P r o je c te d

' T o ta l  G e n e ra l Fund Revenue $382 .4 $369 .7 $ 12 .7

S a le s  Tax 164.1 155 .2 8 .9

Income Taxes 130.7 130 .8 -  0 .1
I n d iv id u a l 107 .3 1 0 4 .6 2 .7
C o rp o ra t io n 2 3 .4 2 6 .2 -  2 .8

A ll O th e r 8 7 .7 8 3 .7  | 4 .0

N o te : Sum o f  i n d iv i d u a l  i te m s  may n o t eq u a l t o t a l  due to  ro u n d in g .

GENERAL FUND REVENUE
JULY-FEBRUARY, FISCAL YEARS 1971-72 AND 1970-71(Amounts in  M ill io n s )

------------------------------------------------------ . ------------- -

Item
J u ly -F e b ru a ry

Change Over
The Y ear 1 /

1971-72 1970-71 N et

T o ta l  G e n e ra l Fund Revenue $382.4 $334 .8 $ 4 7 .7 14 .2

S a le s  Tax 164.1 142.7 2 1 .3 1 4 .9

Income Taxes 130.7 1 1 3 .3 1 7 .3 1 5 .3
I n d iv id u a l 107.3 9 2 .3 1 5 .0 1 6 .3
C o rp o ra tio n 23 .4 2 1 .0 2 .3 1 1 .0

A ll O th e r
L.... ....... —-- -------------------------- -------  ■ - — <

8 7 .7 78 .7 9 .1 1 1 .5

N ote : Sum o f  in d iv id u a l  ite m s  may n o t eq u a l t o t a l  due to  ro u n d in g .

1 /  N et and p e rc e n ta g e  changes a re  based  on un rounded  d a t a .

D iv is io n  o f  R esearch  And 
S t a t i s t i c a l  S e rv ic e s  

M arch 5 , 1972 1 6 9  i



SUMMARY OF GENERAL FUND REVENUE BY MAJOR CATEGORIES AND SHORT RANGE ESTIMATES

( I n  M i l l io n s  o f D o l la r s )

12-M onth 
P e r io d  
E nd ing

A C T U A L * E S T I M A T E S G e n e ra l Fund 
A c tu a l As
7. o f  Com­

p u te d  V alue

T o ta l
G e n e ra l Fund 

Revenue
S a le s

Tax
Income

T axes
’’A ll

O th e r”

T o ta l
G e n e ra l Fund

Revenue
S a le s

Tax
Income

T axes
’’A ll

O th e r ”

J u n e ,  1970 4 5 6 .6 1 9 2 .6 136 .3 127 .8 4 6 7 .1 1 9 3 .6 140 .1 133 .4 98

J u l y ,  1970 4 6 6 .5 1 9 6 .2 1 4 2 .6 127 .7 4 6 2 .6 1 9 5 .9 138 .9 127 .8 • 101
A ugust 4 6 6 .2 1 9 7 .6 139 .3 129 .4 4 6 6 .1 197 .2 13 8 .9 130 .0 100
S ep tem ber 4 6 6 .3 198 .3 139 .2 1 2 8 .9 468 .8 198 .5 140 .1 130 .2 99
O c to b e r 470 .1 2 0 0 .4 139 .8 129 .9 4 7 3 .2 200 .7 142 .0 130 .5 99
November 4 7 5 .0 2 0 2 .8 1 4 1 .9 1 3 0 .4 479 .1 2 0 2 .3 145 .3 131 .5 99
December 4 7 7 .7 202 .8 1 4 2 .0 133 .0 4 8 1 .5 202 .7 145 .5 133 .3 99
J a n u a r y ,  1971 4 8 1 .9 2 0 4 .8 1 4 3 .5 133 .6 4 8 5 .8 2 0 4 .9 146 .7 134 .2 99
F e b ru a ry 4 8 5 .6 2 0 5 .4 144 .8 1 3 5 .4 4 9 0 .0 205 .1 149 .3 135 .6 99
M arch 4 9 0 .3 2 0 7 .1 145 .1 138 .0 4 9 5 .2 2 0 6 .3 151 .0 1 3 7 .9 99
A p r i l 4 9 2 .2 2 0 9 .6 1 4 4 .9 137 .7 501 .1 2 0 8 .9 1 5 3 .5 138 .7 98
May 4 9 2 .6 2 1 1 .1 1 4 2 .0 139 .5 505 .5 2 0 8 .7 1 5 7 .5 139 .3 97
Ju n e 5 0 4 .5 2 1 3 .7 1 5 0 .4 140 .5 507 .7 2 0 9 .6 157 .4 140 .7 99

J u l y ,  1971 5 0 5 .3 2 1 5 .8 1 4 8 .4 141 .0 505 .7 2 1 5 .2 149 .1 1 4 1 .4 100
A ugust 512 .1 2 1 8 .4 1 5 1 .4 142 .3 513 .2 2 1 6 .6 1 5 4 .5 142 .1 100
S ep tem ber 519 .8 2 2 0 .9 1 5 4 .9 14 4 .0 5 1 8 .4 2 1 8 .3 157 .0 143 .0 100
O c to b e r 5 2 0 .9 223 .1 152 .6 145 .3 52 3 .7 220 .1 159 .1 143 .5 99
November 531 .6 2 2 4 .8 1 5 9 .6 147 .2 52 6 .2 220 .8 1 6 1 .6 143 .8 101
December 5 3 5 .7 2 2 7 .9 1 6 0 .0 147 .8 528 .5 2 2 2 .4 16 1 .9 144 .2 101
J a n u a r y ,  1972 543 .2 2 3 2 .0 16 1 .8 149 .4 5 3 3 .9 2 2 4 .6 163.8 1 4 5 .5 102
F e b ru a ry 552 .2 2 3 5 .0 167 .7 1 4 9 .5 539 .6 2 2 6 .2 16 7 .9 1 4 5 .5 102
M arch 541.7 227 .2 167 .7 146 .8
A p r i l 547 .7 2 2 9 .4 171 .1 147 .1

£  Way 5 5 2 .4 230 .2 174.8 147 .3
£  Ju n e 553 .3 2 3 1 .0 17 4 .5 147.8

Cr----------------------- L --------------------- —

* Sum o f  ite m s  may n o t e q u a l  t o t a l  due t o  ro u n d in g .

D iv is io n  o f  R e se a rc h  And S t a t i s t i c a l  S e r v ic e s



REVENUE ITEMA dm issions Tax A lc o h o lic  L iq u o rs Bank Tax Beer and Wine B ld g , and Loan A sso c . Busin ess L ic e n se  C oin -O perated  D evice  C o n tra c to rs  L ice n se  C o rp o ratio n  L ice n se  Documentary Tax Earned on Investm en ts E le c t r ic  Power Tax E sta te  Tax
F e r t i l i z e r  In s p e c t io n  G a so lin e  T a x -C o u n tie s  G i f t  TaxInsu ran ce Tax Motor T ran sp ort Fees R e t a i le r s  L ice n se  S o ft  D rinks Tax Workmans Com pensation P u b lic  S e r v ic e  A s s e s . P u b lic  S e r v ic e  A uth .

GENERAL FUND REVENUE COLLECTIONS 
(In  T housands o l D o l la r s )

1971 1971-7? ESTIMATES
j MARCH CHANGE IN 

1972 (ESTIMATES
- L

DEC.
1971

1972-73 ESTIMATESMARCH
1972

CHANGE IN 
ESTIMATES

2.250 
21 ,800

1 ,500
26 ,000

250
18 ,700

1 ,096
260

5 .250
3 ,600
A ,000
8,000
3 .250  

240
13,000

200
15 ,4 0 0

1 ,100
500

8 ,3 0 0
1 ,5 4 0

526
500

2 ,4 5 0
21 ,800

1 .5 0 0  
28 ,0 0 0

250
19 ,2 0 0

965
273

5 ,2 5 0
4 .5 0 0  
5 ,9 0 0  
8 ,1 0 0  
5 ,3 0 0

240
13 ,500

200
15 ,400

1 ,1 0 0
500

8 .5 0 0  
1 ,5 4 0

610
757

200

2 ,000

500
131

13

900
1 ,900

100
2 ,050

500

200

84
257

2 ,3 0 0
23 ,0 0 0

1 ,6 0 0
2 8 ,0 0 0

300
19 ,000

1 ,2 0 0
265

5 .5 0 0
3 ,750
5 ,0 0 0
8 .5 0 0
4 ,0 0 025013,900

300
16 ,5 0 0

1 ,1 5 0
525

8 ,5 0 0
1 ,7 0 0

600
500

2 ,6 0 0
2 3 ,0 0 0

1 ,6 0 0
3 0 ,0 0 0

300
1 9 ,7 0 0

1 ,2 0 0
285

5 ,5 0 0
3 ,750
6 ,0 0 0
8 ,6 0 0
4 ,0 0 0  

2 50 
13,900 

300 
16 ,500

1 ,1 5 0
525

8,800
1 ,7 0 0

600
757

300

2 ,000

700

20

1 ,000
100

300

257
D ep t. of A g r ic u l tu r e  
M isc. D ep t. Revenue 
D ep t. S uppo rted  A ppr.

4 ,6 5 0
1 ,560
1 ,100

4 ,6 5 0
1 ,560
1 ,2 5 0

4 ,8 0 0  
1 ,6 0 0  

, 1 .3 5 0

4 ,8 0 0
1 ,6 0 0
1 ,3 5 0150

TOTAL ALL OTHER TAXES 144 ,572 153 ,295 8 ,7 2 3 1 5 4 ,0 9 0 158,767 4 ,6 7 7

R e ta i l  S a le s  Tax 235 ,000 242 ,000 7 ,000 2 5 5 ,2 0 0 260 ,000 4 ,8 0 0

Income Tax T o ta l  
In d iv id u a l

174 ,000
123 ,400

50 ,6 0 0

170 .400
123 .400  

4 7 ,0 0 0

-  3 ,600 194 .5 0 0
140 .5 0 0  

5 4 ,0 0 0

194 .500
140 .500  

54 ,0 0 0C o rp o ra tio n -  3 ,600

TOTAL GENERAL FUND 553,572 565 ,695 12 ,123 6 0 3 ,7 9 0 613 ,267 9 ,4 7 7

D iv is io n  o f  R esea rch  And 
S t a t i s t i c a l  S e rv ic e s  

March 5 , 1972
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GENERAL FUND REVENUES ADJUSTED TO 1969-70 TAX STRUCTURE (In  M il l io n s )
F is c a l  

Y ear1961-62
1962- 63
1963- 641964- 651965- 661966- 671967- 681968- 69 1969 -701970- 711971- 72 E
1972- 73 E

A ctu a l
$221.15

241 .12
256 .05
284 .66
330 .83366.98
389 .83  
4 3 8 .1 0  
4 6 9 .2 4  
507 .56

565 .70613.27

C a lc u la te d

$222 .04
246 .22  
262 .08  
284 .79
322 .20

366 .18
383 .03
4 2 8 .2 2  
4 7 8 .5 7
512 .2 0

558 .93
612 .91

D iffe r e n c e
$ .89

5 .1 0  
6 .0 3  

.13  
-8 .6 3

- .8 0
- 6 .8 0
-9 .8 8

9 .3 3
4 .6 4

- 6 .7 7
- 0 .3 6

P e rce n tD iffe r e n c e
0 .3
2 .0
2 .3
0 .0

- 2 .6

- 0 .2-1 .7
- 2 .31.9

0 .9

- 1 .2
- 0 .1

E - E s t im a teC o e f f i c i e n t  o f  C o r r e la t io n  = .9976E s tim a tin g  E q u a tio n : G eneral Fund Revenue^- -1 4 .1 0 4 1  + ( - .0 8 0 7 9 7 4  x G F R ^ )  +

(- .5 3 4 5 3 1  x GFRt  ) + (.104832  x S. C. P e r s o n a l  Income*.)

D iv is io n  o f  R esea rch  And 
S t a t i s t i c a l  S e rv ic e s  

March 5 , 1972
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GENERAL FUND REVENUES 1/

(Amounts in  M i l l io n s )

FISCAL YEAR

CURRENT DOLLARS
CONSUMER

PRICE INDEX
CONSTANT

1967 DOLLARS

AMOUNT
PERCENT
CHANGE VALUE

PERCENT
CHANGE AMOUNT

PERCENT 
! CHANGE

1959-60 $205.03 8 7 .3 — $234 .86

1960-61 215.39 5 .3 7 8 8 .7 1 .6 2 4 2 .8 3 3 .4
1961-62 221.15 2 .44 8 9 .6 1 .0 246 .82 1 .6
1962-63 241.12 9 .3 2 9 0 .6 1 .1 266 .14 7 .8
1963-64 256.05 6 .2 0 9 1 .7 1 .2 279 .23 4 .9
1964-65

P e r io d

284.66 12 .22 9 2 .9 1 .3 306 .42 9 .7

Growth 79.63 6 .8 1 .2 71 .5 6 5 .5

1965-66 330.83 1 5 .4 8 9 4 .5 1 .7 350 .08 1 4 .2
1966-67 366.98 11 .29 9 7 .2 2 .9 377 .55 7 .8
1967-68 389.83 6 .3 5 1 0 0 .0 2 .9 389 .83 3 .3
1968-69 438 .10 13 .4 2 1 0 4 .2 4 .2 420 .44 7 .9
1969-70

P e rio d

469.24 7 .1 0 1 0 9 .8 5 .4 427 .36 1 .6

Growth 184.58 1 0 .5 3 .4 121 .94 6 .9

1970-71 507.26 8 .1 0 1 1 6 .3 5 .9 4 3 6 .4 3 2 .1
1971-72 565 .70 1 1 .5 1 2 1 .3 4 .3 466 .3 6 6 .9
1972-73 613.27 8 .4 1 2 5 .5 3 .5 488 .6 6 4 .8
1973-74 675.92 9 .4 1 2 9 .3 3 .0 522 .75 6 .2
1974-75

P e rio d

738.92 9 .3 1 3 3 .1 3 .0 555 .16 6 .2

Growth 269 .68  . 9 .5
----------------- 1-------------------

3 .9 12 7 .8 0 5 .4

1 /  L ess w i n d f a l l s ,  and a d ju s te d  to  1969-70  ta x  s t r u c t u r e .

16‘JS



ADJUSTED 1/ CENTRAL FUND REVENUE COLLECTIONS

( In  M il l io n s  o f  D o lla r s )

F i s c a l
Y ear

T o ta l  G en e ra l
Fund Revenue

Change From P r io r  Y ear
N et P e r c e n t

1959-60 $205 .03 $ -------- — —

1960-61 215 .39 10 .3 6 5 .0 5
1961-62 221 .15 5 .7 6 2 .6 7
1962-63 241 .12 19 .97 9 .0 3
1963-64 256 .05 14 .93 6 .1 9
1964-65 284 .66 28 .61 1 1 .1 7

1965-66 330 .83 4 6 .1 7 1 6 .2 2
19oo-67 366 .98 3 6 .1 5 1 0 .9 3
1967-68 389 .83 22 .85 6 .2 3
1968-69 4 3 8 .1 0 4 8 .2 7 1 2 .3 8
1969-70 4 6 9 .2 4 31 .14 7 .1 1

1970-71 507.26 38 .02 8 .1 0
1971-72 565 .70 58 .44 1 1 .5 2
1972-73 613 .27 4 7 .5 7 8 .4 1

—

1 / A d ju s te d  to  1969-70 ta x  s t r u c t u r e ,  le s s  n o n - r e c u r r in g  w i n d f a l l s .

D iv is io n  o f  R esea rch  And 
S t a t i s t i c a l  S e rv ic e s  

March 5 , 1972
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AND SELECTED GENERAL FUND REVENUE CATEGORIES

1959-60 THROUGH 1972-73

TABLE A -  BASIC DATA
G en era l Fund A d ju s te d  to  1969-70 Tax S t r u c tu r e

(R evenues in  M i l l io n s )

GROSS NATIONAL PRODUCT, SOUTH CAROLINA PERSONAL INCOME,

F i s c a l
Y ear

G ross
N a t io n a l

P ro d u c t
( B i l l i o n s )

South  C a ro lin a  
P e rso n a l Income

G e n e ra l
Fund

Revenue
L ess

W in d fa ll
S a le s

Tax

Income Taxes

"A ll
O th e r"Amount % Of GNP

C orp­
o r a t i o n

I n d i ­
v id u a l

1959-60 $ 4 8 3 .7 $3132 .648 $20 5 .0 3 $ 9 0 .2 8 $21 .7 7 $ 2 3 .5 3 $ 6 9 .4 5

1960-61 5 0 3 .8 3298 .655 2 1 5 .3 9 9 1 .6 4 2 4 .8 4 2 6 .4 7 7 2 .4 4

1961-62 520 .1 3464 .666 2 2 1 .1 5 9 8 .3 9 2 0 .7 7 2 7 .4 1 7 4 .5 8

1962-63 5 6 0 .3 3752 .670 2 4 1 .1 2 107 .33 2 1 .5 5 32 .6 2 79 .6 2

1963-64 5 9 0 .5 3948 .669 2 5 6 .0 5 113.97 2 2 .0 0 35 .0 8 8 5 .0 0

1964-65 6 3 2 .4 4278 .676 2 8 4 .6 6 123 .68 2 6 .4 9 4 3 .3 6 9 1 .1 3

1965-66 6 8 4 .9 4733 .691 3 3 0 .8 3 141 .49 3 6 .0 0 52 .9 3 100 .41

1966-67 749 .9 5334 .711 3 6 6 .9 8 151 .75 4 1 .7 1 6 2 .8 0 110 .72

1967-68 793 .9 5758 .725 3 8 9 .8 3 164 .05 38 .9 6 71 .29 115 .53

1968-69 8 6 4 .2 6391 .740 4 3 8 .1 0 183 .73 4 7 .0 2 8 4 .3 7 122 .9 8

1969-70 9 2 9 .0 7025 .756 4 6 9 .2 4 192 .55 4 9 .1 3 9 5 .4 0 132 .16

1970-71 974 .1 7616 | .782 5 0 7 .2 6 213 .6 6 4 1 .9 6 108.43 143.21

19 7 1 -7 2 1' 1047 .0 8250 .788 5 6 5 .7 0 2 4 2 .0 0 4 7 .0 0 123 .40 153 .30
E 1

1972-73 ,

____________

1145 .0 9000
1

.786 6 1 3 .2 7 2 6 0 .0 0 54 .0 0

1
140.50 158 .77

E stim a te d

D iv is io n  o f  R e se a rc h  /aid 
S t a t i s t i c a l  S erv ices 

March 5 , 1972
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AND SELECTED GENERAL FUND REVENUE CATEGORIES

1959-60 THROUGH 1972-73

TABLE B - RATIOS TO PERSONAL INCOME
G en era l Fund A d ju s te d  to  1969-70 Tax S t r u c t u r e

( P e rc e n t)

GROSS NATIONAL PRODUCT, SOUTH CAROLINA PERSONAL INCOME,

F i s c a l
Y ear

G e n e ra l
Fund

■ —
S a le s

Tax

r  u........
Income T axes "A ll

O th e r”C o rp o ra tio n [ I n d iv id u a l

1959-60 6 .5 5 2 .8 8 .7 0 .75 2 .2 2

1960-61 6 .5 3 2 .7 8 .7 5 .80 2 .2 0

1961-62 I 6 .3 8 2 .8 4 . 60 .79 2 .1 5

1962-63 6 .4 3 2 .8 6 .57 .87 2 .1 2

1963-64 6 .4 9 2 .89 .5 6 .89 2 .1 5

1964-65 6 .6 5 2 .8 9 .62 1 .01 2 .1 3

1965-66 6 .9 9 2 .99 .7 6 1 .12 2 .1 2

1966-67 6 .8 8 2 .8 4 .78 1.18 2 .0 8

1967-68 6 .77 2 .8 5 .6 8 1 .24 2 .01

1968-69 6 .8 5 2 .8 7 .74 1 .32 1 .92

1969-70 6 .6 8 2 .7 4 .7 0 1 .36 1 .88

1970-71 6 .6 6 2 .8 1 .55 1 .42 1 .8 8

1971-7 2 h 6 .8 6 2 .9 3 .6 0 1 .5 0 1 .86
F

1972-73 6 .8 1 2 .8 9 .6 0 1 .56 1 .76

E E s tim a te d

D iv is io n  o f  R esea rch  And 
S t a t i s t i c a l  S e rv ic e s  

M arch 5 , 1972



CROSS NATIONAL PRODUCT, SOUTH CAROLINA PERSONAL INCOME

AND SELECTED GENERAL FUND REVENUE CATEGORIES

1959-60 THROUGH 1972-73

TABLE C - P uC \T  DISTRIBUTION OP ACTUAL AND PROTECTED GENERAL FUND REVENUES
G e n e ra l Fund A d ju s te d  to  1969-70 Tax S t r u c tu r e

F is c a l
Year

T o ta l
G enerax 

Fund
; Revenue

INCOME TAXES
S a le s

Tax
" A ll

O th e r"T o ta l C o rp o ra t io n I n d iv id u a l

1959-60 100 .0 2 2 .0 9 10 .62 11 .4 8 4 4 .0 3 33 .8 7

1960-61 100.0 2 3 .8 2 11 .53 12 .2 9 4 2 .5 5 3 3 .6 3

1961-62 100.0 2 1 .7 9 9 .3 9 12 .3 9 4 4 .4 9 3 3 .7 2

1962-63 100.0 2 2 .4 7 8 .9 4 1 3 .5 3 4 4 .5 1 3 3 .0 2

1963-64 100.0 2 2 .2 9 8 .5 9 1 3 .7 0 4 4 .5 1 3 3 .2 0

1964-65 100.0 2 4 .5 4 9 .3 1 15 .2 3 4 3 .4 5 32 .01

1965-66 100.0 2 6 .8 8 10 .88 1 6 .0 0 4 2 .7 7 3 0 .3 5

1966-67 100.0 2 8 .4 8 11 .3 7 17 .11 4 1 .3 5 30 .1 7

1967-68 100.0 2 8 .2 8 9 .9 9 I S . 29 4 2 .0 8 2 9 .6 4

1968-69 100.0 2 9 .9 9 10 .73 1 9 .2 6 4 1 .9 4 2 8 .0 7

1969-70 100.0 3 0 .8 0 10 .47 2 0 .3 3 4 1 .0 3 2 8 .1 6

1970-71 100.0 2 9 .6 5 8 .2 7 2 1 .3 8 4 2 .1 2 2 8 .2 3

1971-72E 100.0 3 0 .1 2 8 .3 1 2 1 .8 1 4 2 .7 8 2 7 .1 0

1972-73E 100.0 3 1 .7 2 8 .8 1 22 .9 1 4 2 .4 0 25 .8 9

E - E s tim a te d

D iv is io n  o f  R e se a rc h  And 
S t a t i s t i c a l  S e rv ic e s  

M arch 5 , 1972

1 7 0 3



170-1


