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Bruce Leslie requested the Medicaid per capita growth ratea for a 
$54 billion reduction and~ $62 billion reduct.ion comparable to 
the 1.4% growth rate tor the $182 billion cut. The attached 
table shows the calculation of th••• percentages. We wish to 
have your clearance by lOsOO tomorrow ao that we can answer Bruce 
during the morning. The answer to Bruce would be only the final 
percentages, not the complete table and a note explaining that 
these growth rates do not reflect a per capita policy. ASMB has 
not yet reviewed this table. · 

Please provide comments/clearance to Jake Jonas at 690-7865. 
Thank you for your cooperation. 
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Note to Bruce Leslie 

subjects MQdicaid Per Capita Growth Rates 

Per your request, a eerie• of per capita growth rates were 
calculated assuming several different levels of savings off ot 
the CBO baseline. These rates of growth do not reflect the 
growth ratea that would result trom a per capita cap or any other 
specific policy. These rates are admply a mathematical 
calculation of the resulting per capita growth rates if the 
indicated amount was taken oft of th• CBO Medicaid baseline. 

current law per capita growth rate 1.0, 

Growth rate at $182 billion reduction 1.41 

Growth rate at $62 billion reduction 6.21 

Growth rate at $54 billion reduotion 6.31 



•• - • • Impact of Reductions on Per Capita Growth c:> 

CBO March Medicaid BcRlinc Projectioas I ,..., 
(.-.> 

(Federal DoUars ia Billions, Fiscal Years) I 
<.O 
<JI 

1995 1996 1997 1993 1999 2000 2001 2002 96-0Z c:> _, 
CBO Bueli.oc &pcoditurcs . . -Benefits m $87 $96 $108 $119 $132 $146 $160 $847 0::, 

Administration u $4 $4 $5 $5 $6 $6 $7 $37 """ ;:c: 

DSH $9 $9 S9 $10 SlO $11 $1l Sll $71 
Total $89 $99 $110 $122 $135 $148 St63 $178 $955 

-r1 
'OQ 
:::, 
:.::: 

Bencficiaoo (in millions) 36.8 38.4 40.0 4l.2 42.4 43.7 44.9 46.0 ACRG 3 
Per Olpita $2,422 $2,.587 S2, '152 $2,964 '3,179 $3,391 $3,625 ll,871 .:;"\ ,,. 
Anmwgrowth .. ,. 6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 

Req..csted RcdudMm Optiom 

$182 billioa Redaction 
~liae $96 $102 $106 sno $115 $119 $12A $773 
~ ($4) (S8) (S16) ($24) ($33) ($43) ($54) ($18Z) 

Per capita spending $2,492 $2.SSS S-,~7'9 $Z605 $2,630 $2,664 S2,106 ACRG 
anooal growth 2.9% 25% 0.9% J.0% 1.0% 1.3% 1.6% 14% 

S54 billion Redactioa ' ba9eli.oe $95 $105 $116 $128 $140 $152 $164 ~l 
savings ($4) ($5) (~ ($7) (SS) ($11) ($13) (SS-t) 

Per capita .spending S:2,480 $2.635 $2,824 $3,022 $3J.Sl8 '3,387 t\.579 ACRG 
annsalgrowth 2.(% 6.3% 7.2% 7.0% S.8% 5.9% 5.7% 63% 

$62 billion reduction 
bascJioe $95 $105 SUS $127 $1.38 $150 $162 $893 
savings ($5) ($5) ($7) (SS) ($10) ($12) (SlS) ($62) 

Per capia spending $2,463 $2.617 $2,~ ~ ~.169 $3,352 $3,535 ACRG 
aonmJgrowtla 1.7% 6.2% 7.1% 7/J% 5.7% 5.8% 5.5% 62% ..... 
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Medicaid Projeoted Growth Rat• 
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Bruce Leslie requested the Medicaid per capita growth ratea for a 
$54 billion reduction and~ $62 billion reduction comparable to 
the 1.4% growth rate tor the $182 billion cut. The attached 
table shows the calculation of th••• percentages. We wish to 
have your clearance by 10:00 tomorrow so that we can answer Bruce 
during the morning. The ans~er to Bruce would be only the final 
percentages, not the complete table and a note explaining that 
these growth rates do not reflect a per capita policy. ABMB has 
not yet reviewed this table. · 

Please provide comments/clearance to Jake Jones at 690-7865. 
Thank you for your cooperation. 
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Note to Bruce Leslie 

~ -··. t-;\,; 

subjects Medicaid Per Capita Growth Rates 

Per your request, a eeries of per capita growth rates were 
calculated assuming several different levels of savings off ot 
the CBO baseline. These rates of growth do not reflect the 
growth ratea that would result from a per capita cap or any other 
specific policy. These rates are siimply a mathematical 
calculation of the resulting per capita growth rates if the 
indicated amount was taken oft ot the CBO Medicaid baseline. 

current law per capita growth rate 1.0, 

Growth rate at $182 billion reduction 1.4% 

Growth rate at $62 billion reduction 6.21 

Growth rate at $54 billion reduction 6.31 



• •• • (__ Impact of Reductions"" Per Capita Growth c:::, 

CBO March Modicaid BCRlioc Projectiou I ,....., 

(Federal Dollars in Billio05, F'JSCal Years) 
......, 

I 
u:, 
(.Tl 

---
199.S 1996 1997 1993 1999 2000 2001 2002 96-02 c:::, 

CBO ~line Expenditures 
_, . . -BcncC1ts ~ $87 $96 $108 $119 $132 $146 $1(,0 $847 co 

Administration S3 $4 $4 $5 $5 $6 $6 $7 $37 ~ :;;;::: 

DSH $9 $9 S'9 $10 $10 $11 $1l S11 $71 
Total $89 $99 $110 $12.2 $135 $148 $163 $178 $955 ~ .,.. 

:::, 
:;i::::: 

Beneficiaries (in millions) 36.8 38.4 40.0 41-2 424 43.7 "4.9 46.0 AOW ~ 
Per Olpita $2.422 S2,587 $Z752 $2,964 ~.179 $3,391 $3,62.5 $3.871 :, ,~ 
Annual growtb .. ,. 6.8% 6.4% 7.7% 7.2% 6.1% 6.9% 6.8% 7.0% 

ReqllCSted Reduction Optio111 

$182 billioa Redactio11 
ba<.eliae $96 $102 $106 $110 $115 $119 Sl24 $773 
~ ($4) (SS) (S16) ($24) ($33) ($13) ($54) ($182) 

Per capita speoding $2,49'1 $2.SSS S2,579 $1.,605 $2,630 $2.664 S2,706 ACRG 
annuaJ growth 29% 25% 0.9% 1.0% 1.0% 1.3% 1.6% 14% 

S54 billion Rcdac::tioa ' ba<ieline $95 $105 $116 $128 $140 $152 $164 ~l 
savings (S-4) ($S) ($6) ($7) (SS) ($11) ($13) (SS.) 

Per capita speodmg '1.,480 $2,635 $2,824 $3,022 $3.198 ~.337 "-579 ACRG 
annul growth 2.4% 6.3% 7.2% 1.<:ni 5.8% 5.9% 5.1% 63% 

S62 billion. n:cluction 
bascline $95 $105 $115 $127 $l.l8 S15'0 $162 $893 
savingi ($5) ($5) ($7) (S8) ($10) ($12) ($15) ($62) 

Per capita spending ~463 $1.,617 $Zfm $2,998 '3,169 $3,352 $3,535 ACltG 
annml g:rowtll t.7% 6.2% 7.1% 7D% 5.1% 5.8% 5.5% 62% -.:, 
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Medicaid Spending Per Beneficiary 

Current System, Administration, and Republican ~roposals, FY 2002 
·Per Capita Growth Rates, FY 1996-2002, Provided in Parentheses 

{7.00k) 

$3.871 (6.2%) 

$3,562 

(1 .4%) 

$2,705 

· Medicaid- M~dica.id · Medicaid -
Current Adminisbation Republican . 
Sy~tem Proposal Resolution 

Administration estima&esusing CBO Baseline 
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.. Medicare Spending Per Beneficiary 
Current System, Administration, and Republican P!oposals, FY 2002 

Per Capita Growth Rates, FY 1996-2002, Provided in Parentheses 

(8.2°k) 

$6,361 (6.3%) 

$7,383 .. (4.9%) 

$6,635 

Medicare Medicare .· Medicare 
Current . · Admini~on . Republican · 
System Proposal Resolution 

Administration cstunalcsusing CBO Bmioe 

• 
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• MEDICAID PROPOSAL.ROWTH RATES • (Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICAID BASELINE 
Spending .• 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614 .3 954.7 

11 .3% 10.8% 11 .0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2% 

Recipients 36.8 38.4 40.0 4 1.2 42.4 43.7 44.9 45.9 
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0% 

Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871 
6.8% 6.4% 7.7% 7.2% 6 .7% 6 .9% 6.8% 7.0% 7.0% 

Administration Medicaid Proposal (CBO Baseline: Percent Reduction from Administration Baseline) 
Spending 89.2 95.2 105.8 115.7 127.2 138.3 150.6 163.6 582.2 896.4 

6.7% 11.1% 9.4% 9.9% 8.7% 8.9% 8.6% 9.8% 9.5% 

Spending per Recipient 2,422 2,479 2,646 2,810 2,999 3,166 3,358 3,562 
2.4% 6.8% 6.2% 6.8% 5.6% 6.0% 6.1% 6.3% 6.2% 

Savings -4 -4 -6 -8 . -10 -12 -14 -32 -58 

Budget Resolution Medicaid Proposal (CBO Baseline) 
Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3 

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5% 

Spend ing per Recipient 2,422 2 ,491 2,555 2,579 2,605 2,630 2,664 2,705 
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4% 

Savings -4 -8 -16 -24 -33 -43 -54 -85 -182 

The Administration savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending: .ind 

(b) multiplying that percent reduction by the CBO baseline spending. 

02-Sep-95 
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CBO MEDICARE BASELINE 
Gross Spending (Including Premiums) 
Aggregate Growth 
Per Capita Growth 

Net Spending (Excluding Premiums) 
Aggregate Growth 
Per Capita Growth 

MEDICARE PROPOSALS & GROWTH RA TES 
(Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 

178.1 199.0 219.4 240.1 263.4 288.1 
11 .7% 10.3% 9.4% 9.7% 9.4% 

158.0 178.7 197.5 215.9 237.4 260.8 
13.1% 10.5% 9.3% 10.0% 9.9% 

Administration Medicare Proposal (CBO Baseline: Administration sav ings est imates) 
Gross Spending (Including Premiums) 178.1 195.7 213.9 230.9 247.9 265.6 
Aggregate Growth 9.9% 9.3% 8.0% 7.3% 7.1% 
Per Capita Growth 

Net Spending (Excluding Premiums) 158.0 175.4 192.0 206.7 221 .9 238.3 
Aggregate Growth 11 .0% 9.4% 7.7% 7.3% 7.4% 
Per Capita Growth 

Savings -3 -6 -9 -16 -23 

Budget Resolut lon Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 214 226 2~9 
Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 
Per Capita Growth 

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211 .6 
Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 
Per Capita Growth 

Savings -8 -17.7 -26.6 -37.2 -49.2 

CBO PRIVATE GROWTH RATES 
Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 
Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 

2001 2002 96-00 

315.2 345.3 
9.4% 9.5% 9.7% 

8.2% 

286.5 315.2 
9.9% 10.0% 9.9% 

8.4% 

285.3 307.0 
7.4% 7.6% 7.9% 

6.5% 

256.6 276.9 
7.7% 7.9% 8.0% 

6.5% 

-30 -38 -56 

255 274 
6.7% 7.5% 5.8% 

4.4% 

226.5 243.8 
7.0% 7.6% 5.5% 

4.1% 

-60 -71.4 -139 

.. 
7.3% 7.1% 7.6% 
7.1% 6.8% 7.2% 

Tho Administration savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the COO basellno spending. 

Medii:arc spending excludes discretionary spending. Administration estimates of unduplicated beneficiaries were used for the per capita growth rates . 

96-02 

9.6% 
8.2% 

9.9% 
8.5% 

7.8% 
6.4% 

7.9% 
6.5% 

-124 

6.2% 
4.9% 

6.1% 
4.8% 

-270 

7 4% 
7.1% 
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MEDICARE PROPOSALS & GROWTH RATES 
(Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICARE BASELINE 
Gross Spending (Including Premiums) 178.1 199.0 219.4 240.1 263.4 288.1 315.2 345.3 
Aggregate Growth 11.7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6% 
Per Capita Growth 8.2% 8.2% 

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 
Aggregate Growth 13.1 % 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9% 
Per Capita Growth 8.4% 8.5% 

Admin istration Medicare Proposal (CBO Baseline: Percent Reduction from Administration Baseline) 
Gross Spending (Including Premiums) 178.1 195.7 213.7 230.6 247.3 264.6 283.8 304.9 
Aggregate Growth 9.9% 9.2% 7.9% 7.2% 7.0% 7.3% 7.4% 7.8% 7.7% 
Per Capita Growth 6.4% 6.3% 

Net Spending (Excluding Premiums) 158.0 175.4 191 .8 206.4 221.3 237.3 255.1 274.8 
Aggregate Growth 11.0% 9.4% 7.6% 7.2% 7.2% 7.5% 7.7% 7.9% 7.8% 
Per Capita Growth 6.4% 6.4% 

Savings .3 -6 .9 -16 -23 -31 -40 -58 -130 

Budget Resolution Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 
Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6 .7% 7.5% 5.8% 6.2% 
Per Capita Growth 4.4% 4.9% 

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211.6 226.5 243.8 
Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1% ,..._ 
Per Capita Growth 4 .1% 4 .8% 

~ Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270 <i: 
~ 
Q CBO PRIVATE GROWTH RATES 

Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% ,. 7.4% 
Per Capita Growth 6 .2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 7.1% 

The Adminislrallon savings were ronverted lo lhe CBO baseline by (a) converting the savings from lhe Administration basellne lnlo a percent reduction from baseline spending: and 
(bl multiplying lhal percent reduction by the CBC baseline spending. 

Medicare spending exdudes discretionary spending. Administration estimates of unduplicated beneficiaries were used fOf lhe por capita growth rates. 
These estimates DO NOT loclude any adjustment for the Republicans' proposed &djus\menl to the CPI. As a results, net spending Is slightly lower lhan il would be after the adjuslmonl. 

• 
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MEDICAID PROPOSALS & GROWTH RA TES 
(Dollars in billions. fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICAID BASELINE 
Spending 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7 

11 .3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2% 

Recipients 36.8 38.4 40.0 41.2 42.4 43.7 44.9 45.9 
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0% 

Spending per Recipient 2,422 2,587 2,752 2,964 3,1 79 3,391 3,625 3,871 
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0% 

Administration Medicaid Proposal (CBO Baseline: Administration Savings Estimates) 
Spending 89.2 95.3 106 116.1 127.8 139.1 151.6 164.8 

6.8% 11.2% 9.5% 10.1% 8.8% 9.0% 8.7% 9.9% 9.6% 

Spending per Recipient 2,422 2,483 2,652 2,819 3,01 4 3,185 3,380 3,588 
2.5% 6.8% 6.3% 6.9% 5.7% 6.1% 6.2% 6.4% 6.3% 

Savings -4 -4 -6 -7 -9 -11 -13 -30 -54 

Budget Reso lution Medicaid Proposal (CBO Baseline) 
Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3 

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5% 

Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705 
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4% 

Savings -4 -8 -16 -24 -33 -43 -54 -85 -182 

The Administration savings were converted to the CBO baseline by subtracting the savings based on the Adrnin. baseline spending from the CBO baseline spending. 
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Medicaid Spending Per Beneficiary 

Current System, Administration, and Republican ~roposal~ FY 20~2 
·Per Capita Growth Rates, FY 1996-2002, Provided in Parentheses 

(7.00k) 

$3,871 (6.2%) 
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$2,705 
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.. Medicare Spending Per Beneficiary 

Current System, Administration, and Republican ~oposals, FY 2002 
Per Capita Growth Rates, FY 19%-2002, Provided in Parentheses 
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• MEDICAID PROPOSAL.GROWTH RATES • (Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICAID BASELINE 
Spending .• 89 .2 99.3 110 122.1 134.8 148.1 162.6 177 .8 614.3 954.7 

11 .3% 10.8% 11 .0% 10.4% 9.9% 9.8% 9.3% 10.5% 10. 2% 

Recipients 36.8 38.4 40.0 41.2 42.4 43.7 44.9 45.9 
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3 0% 

Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871 
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0% 

Administration Medicaid Proposal (CBO Baseline: Percent Reduct ion from Administration Baseline) 
Spending 89.2 95.2 105.8 115.7 127.2 138.3 150.6 163.6 582.2 896.4 

6.7% 11.1% 9.4% 9.9% 8.7% 8.9% 8.6% 9.8% 9.5% 

Spending per Recipient 2,422 2,479 2,646 2,810 2,999 3,166 3,358 3,562 
2.4% 6.8% 6.2% 6.8% 5.6% 6.0% 6.1% 6.3% 6. 2% 

Savings -4 -4 -6 -8 . -10 -12 -14 -32 -58 

Budget Resol ution Medicaid Proposal (CBO Baseline) 
Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3 

7.2% 6 .8% 4.0% 4 .0% 4.0% 4.0% 4.0% 4.7% 4.5% 

Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705 
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4% 

Savings -4 -8 - 16 -24 -33 -43 -54 -85 -182 

The Administration savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spend111g; .ind 

(b) multiplying that percent reduction by the CBO baseline spending. 
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MEDICARE PROPOSALS & GROWTH RA TES 
(Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICARE BASELINE 
Gross Spending (Including Premiums) 178.1 199.0 219.4 240.1 263.4 288.1 315.2 345.3 
Aggregate Growth 11 .7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6% 
Per Capita Growth 8.2% 8.2% 

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 
Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9% 
Per Capita Growth 8.4% 8.5% 

Administrat ion Medicare Proposal (CBO Baseline: Administration savings estimates) 
Gross Spending (Including Premiums) 178.1 195.7 213.9 230.9 247.9 265.6 285.3 307.0 
Aggregate Growth 9.9% 9.3% 8.0% 7.3% 7.1% 7.4% 7.6% 7.9% 7.8% 
Per Capita Growth 6.5% 6.4% 

Net Spending (Excluding Premiums) 158.0 175.4 192.0 206.7 221 .9 238.3 256.6 276.9 
Aggregate Growth 11.0% 9.4% 7.7% 7.3% 7.4% 7.7% 7.9% 8.0% 7.9% 
Per Capita Growth 6.5% 6.5% 

Savings . 3 -6 .9 -1 6 -23 -30 -38 -56 -124 

Budget Resolution Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 21 4 226 239 255 274 ,.__ Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2% 

LL. 
Per Capita Growth 4.4% 4.9% 

~ 
Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211 .6 226.5 243.8 
Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1% 
Per Capita Growth 4.1% 4.8% 

.Q Savings -8 -17. 7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270 

CBO PRIVATE GROWTH RATES .. 
Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% 7 4% 
Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1 % 6.8% 7.2% 7.1% 

The Administration savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending. 

Medi,:arc spending excludes discretionary spending. Administration estimates of unduplicated beneficiaries were used for the per capila growth rates . 
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MEDICARE PROPOSALS & GROWTH RA TES 
(Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICARE BASELINE 
Gross Spending (Including Premiums) 178.1 199.0 219.4 240.1 263.4 288.1 315.2 345.3 
Aggregate Growth 11.7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6% 
Per Capita Growth 8.2% 8.2% 

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 
Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9% 
Per Capita Growth 8.4% 8.5% 

Administration Medicare Proposal (CBO Baseline: Percent Reduction from Administration Baseline) 
Gross Spending (Including Premiums) 178.1 195.7 213.7 230.6 247.3 264.6 283.8 304.9 
Aggregate Growth 9.9% 9.2% 7.9% 7.2% 7.0% 7.3% 7.4% 7.8% 7.7% 
Per Capita Growth 6.4% 6.3% 

Net Spending (Excluding Premiums) 158.0 175.4 191 .8 206.4 221.3 237.3 255.1 274.8 
Aggregate Growth 11.0% 9.4% 7.6% 7.2% 7.2% 7.5% 7.7% 7.9% 7.8% 
Per Capita Growth 6.4% 6.4% 

Savings -3 -6 -9 -16 -23 -31 -40 -58 -130 

Budget Resolution Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 
Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2% 
Per Capita Growth 4.4% 4.9% 

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211.6 226.5 243.8 
Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1% ,___ Per Capita Growth 4.1% 4.8% 

LL Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71 .4 -139 -270 <( 
~ 

CBO PRIVATE GROWTH RATES Q Aggregate Growth 6 .6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% •. 7.4% 
Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 7.1% 

The Administration savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline Into a percent reduction from baseline spending: and 
(b) multiplying that percent reduction by the CBO baseline spendlng. 

Medicare spe.nding excludes dlscroUona,y spending, Administration estimates of undupllcated beneficiaries were used for the por capi ta grOWlh rates. 

These estimates 00 NOT Include any adjustment for the Republicans' proposed adjustment to the CPI. As a rosults, net spending Is slightly IOwer than it would be after the adjuslmcnl 
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MEDICAID PROPOSALS & GROWTH RA TES 
(Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICAID BASELINE 
Spending 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954 .7 

11.3% 10.8% 11 .0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2% 

Recipients 36.8 38.4 40.0 41 .2 42.4 43.7 44.9 45.9 
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0% 

Spending per Recipient 2.422 2,587 2,752 2,964 3,179 3,391 3,625 3,871 
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0% 

Administration Medicaid Proposal (CBO Baseline: Administration Savings Estimates) 
Spending 89.2 95.3 106 116.1 127.8 139.1 151 .6 164.8 

6.8% 11 .2% 9.5% 10.1% 8.8% 9.0% 8.7% 9.9% 9.6% 

Spending per Recipient 2.422 2.483 2,652 2,819 3,014 3,185 3,380 3,588 
2.5% 6.8% 6.3% 6.9% 5.7% 6.1% 6.2% 6.4% 6.3% 

Savings -4 -4 -6 -7 -9 -11 -13 -30 -54 

Budget Resolution Medicaid Proposal (CBO Baseline) 
Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3 

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5% 

Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705 
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4% 

Savings -4 -8 -16 -24 -33 -43 -54 -85 -182 

The Administration savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending. 
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• MEDICARE PROPOSA-GROWTH RATES • (Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICARE BASELINE 
Gross Spending (Including Premiums) 178.1 199.0 219.4 240.1 263.4 288.1 315.2 345.3 
Aggregate Growth 11 .7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6% 
Per Capita Growth . 8.2% 8.2% 

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 
Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9% 
Per Capita Growth 8.4% 8.5% 

Administration Medicare Proposal (CBO Baseline: Administration savings estimates) 
Gross Spending (Including Premiums) 178.1 195.7 213.9 230.9 247.9 265.6 285.3 307.0 
Aggregate Growth 9.9% 9.3% 8.0% 7.3% 7.1% 7.4% 7.6% 7.9% 7.8% 
Per Capita Growth 6.5% 6.4% 

Net Spending (Excluding Premiums) 158.0 175.4 192.0 206.7 221 .9 238.3 256.6 276.9 
Aggregate Growth 11.0% 9.4% 7.7% 7.3% 7.4% 7.7% 7.9% 8.0% 7.9% 
Per Capita Growth 6.5% 6.5% 

Savings -3 -6 -9 -16 -23 -30 -38 -56 -124 

Budget Resolution Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 ,.,__ Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2% 

;j) "-
Per Capita Growth 4.4% 4.9% 

~ 

~ 
Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211 .6 226.5 243.8 

~ Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1% 
Per Capita Growth 4.1% 4.8% 

Q Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270 

~ 
CBO PRIVATE GROWTH RATES ~ \ 

Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% 7.4% 
Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 7.1% 

The Administration savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending. 

Medicare spending excludes dlsCl"etlonary spending. Administration estimates of unduplicated beneficiaries were used for the per capita growth rates. 

These estimates DO NOT lndude any adjustment for the Republicans' proposed adjustment to the CPI. As a results, net spending Is slightly lower than it would be after the adjustment. 
0?- ~PO- ~ ~ 



• • • MEDICARE PROPOSALS & GROWTH RATES 
(Dollars in billions. fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICARE BASELINE 
Gross Spending (Including Premiums) 178.1 199.0 219.4 240.1 263.4 288.1 315.2 345.3 
Aggregate Growth 11.7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6% 
Per Capita Growth 8.2% 8.2% 

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 
Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9% 
Per Capita Growth 8.4% 8.5% 

Administration Medicare Proposal (CBO Baseline: Percent Reduction from Administration Baseline) 
Gross Spending (Including Premiums) 178.1 195.7 213.7 230.6 247.3 264.6 283.8 304.9 
Aggregate Growth 9.9% 9.2% 7.9% 7.2% 7.0% 7.3% 7.4% 7.8% 7.7% 
Per Capita Growth 6.4% 6.3% 

Net Spending (Excluding Premiums) 158.0 175.4 191 .8 206.4 221 .3 237.3 255.1 274.8 
Aggregate Growth 11.0% 9.4% 7.6% 7.2% 7.2% 7.5% 7.7% 7.9% 7.8% 
Per Capita Growth 6.4% 6.4% 

Savings -3 -6 -9 -16 -23 -31 -40 -58 ~130 

Budget Resolution Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 
Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2% 
Per Capita Growth 4.4% 4.9% 

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211 .6 226.5 243.8 
Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1% ,__ 
Per Capita Growth 4.1% 4.8% 

LL Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270 

<( 
~ 

CBO PRIVATE GROWTH RATES Q Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% 7.4% 
Per Cap ita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 7.1% 

The Administration savings were c:onvefted lo the CBO baseline by (a) CXlflverting the savings from the Administration baseline into a percent reduction from baseline spending: and 

(b) multiplying that percent redudlon by the CBO baseline spending. 

Medicare spending excludes discretlonary spending. Administration estimates of undupllcated beneficiaries were used for the per capita growth rates. 

These estimates 00 NOT Include any adjustment 10( the Republicans' 'proposed adjustment to the CPI. As a results, net spending Is slightly lower than i t would be aner the adjustment. 
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• MEDICAID PROPOSAL-ROWTH RATES 
(Dollars in billions, cal years) • 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICA ID BASELINE 
Spending 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 61 4.3 954.7 

11.3% 10.8% 11 .0% 10.4% 9.9% 9.8% 9.3% . 10.5% 10.2% 

Recipients 36.8 38.4 40.0 41.2 42.4 43.7 44.9 45.9 
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0% 

Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871 
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0% 

Adm inistration Medicaid Proposal (CBO Baseline: Administration Savings Estimates) 
Spending 89.2 95.3 106 116.1 127.8 139.1 151.6 164.8 

6.8% 11 .2% 9.5% 10.1% 8.8% 9.0% 8.7% 9.9% 9.6% 

Spending per Recipient 2,422 2,483 2,652 2,819 3,014 3,185 3,380 3,588 
2.5% 6.8% 6.3% 6.9% 5.7% 6.1% 6.2% 6.4% 6.3% 

Savings -4 -4 -6 -7 -9 -11 -13 -30 -54 

Budget Resolution Medicaid Proposal (CBO Baseline) 
Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3 

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 40% 4.7% 4.5% 

Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705 
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4% 

Savings -4 -8 -16 -24 -33 -43 -54 -85 -182 

The Administration savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending. 
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• MEDICAID PROPOSA. GROWTH RA TES • (Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICAID BASELINE 
Spending 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7 

11 .3% 10.8% 11 .0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2% 

Recipients 36.8 38.4 40.0 41 .2 42.4 43.7 44.9 45.9 
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 30% 

Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871 
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0% 

Administration Medicaid Proposal (CBO Baseline: Percent Reduction from Administration Baseline) 
Spending 89.2 95.2 105.8 115.7 127.2 138.3 150.6 163.6 582.2 896.4 

6.7% 11.1% 9.4% 9.9% 8.7% 8.9% 8.6% 9.8% 9.5% 

Spending per Recipient 2,422 2,479 2,646 2,810 2,999 3,166 3,358 3,562 
2.4% 6.8% 6.2% 6.8% 5.6% 6.0% 6.1% 6.3% 6.2% 

Savings -4 -4 -6 -8 -10 -1 2 -14 -32 -58 

Budget Resolution Medicaid Proposal (CBO Baseline) 
Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3 

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5% 

Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705 
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4% 

Savings -4 -8 -16 -24 -33 -43 -54 -85 -182 

The Adminis1ra11on savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending, and 

(b) mult iplying that percent reduction by the CBO baseline spending. 

02-Sep-95 

DRAFT 



• MEDICARE PROPOSA- GROWTH RATES • (Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICARE BASELINE 
Gross Spending (Including Premiums) 178.1 199.0 219.4 240.1 263.4 288.1 315.2 345.3 
Aggregate Growth 11 .7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6% 
Per Capita Growth . 8.2% 8.2% 

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 
Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9% 
Per Capita Growth 8.4% 8.5% 

Administration Medicare Proposal (CBO Baseline: Administration savings estimates) 
Gross Spending (Including Premiums) 178.1 195.7 213.9 230.9 247.9 265.6 285.3 307.0 
Aggregate Growth 9.9% 9.3% 8.0% 7.3% 7.1% 7.4% 7.6% 7.9% 7.8% 
Per Capita Growth 6.5% 6.4% 

Net Spending (Excluding Premiums) 158.0 175.4 192.0 206.7 221 .9 238.3 256.6 276.9 
Aggregate Growth 11 .0% 9.4% 7.7% 7.3% 7.4% 7.7% 7.9% 8.0% 7.9% 
Per Capita Growth 6.5% 6.5% 

Savings -3 -6 -9 -16 -23 -30 -38 -56 -124 

Budget Resolution Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 ,.__ Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2% 

~ "-
Per Capita Growth 4.4% 4.9% 

~ 

~ 
Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211.6 226.5 243.8 

i Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1% 
Per Capita Growth 4.1% 4.8% 

0 Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71 .4 -139 -270 
~ 

~~ 
CBO PRIVATE GROWTH RATES ~ \ 

Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% 7.4% 
Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 7.1% 

The Administration savings were converted lo the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending. 

Medicare spending excludes discretionary spending. Administration estimates of unduplicated beneficiaries were used for the per capita growth rates. 

These estimates DO NOT Include any adjustment for the Republicans' proposed adjustment to the CPI. As a results, net spending is slighlly lower than ii would be after the adjustment. 
n,.~,,n-nc; 



• • • MEDICARE PROPOSALS & GROWTH RATES 
(Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICARE BASELINE 
Gross Spending (Including Premiums) 178.1 199.0 219.4 240.1 263.4 288.1 315.2 345.3 
Aggregate Growth 11 .7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6% 
Per Capita Growth 8.2% 8.2% 

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 
Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9% 
Per Capita Growth 8.4% 8.5% 

Administration Medicare Proposal (CBO Baseline: Percent Reduction from Administration Baseline) 
Gross Spending (Including Premiums) 178.1 195.7 213.7 230.6 247.3 264.6 283.8 304.9 
Aggregate Growth 9.9% 9.2% 7.9% 7.2% 7.0% 7.3% 7.4% 7.8% 7.7% 
Per Capita Growth 6.4% 6.3% 

Net Spending (Excluding Premiums) 158.0 175.4 191.8 206.4 221 .3 237.3 255.1 274.8 
Aggregate Growth 11.0% 9.4% 7.6% 7.2% 7.2% 7.5% 7.7% 7.9% 7.8% 
Per Capita Growth 6.4% 6.4% 

Savings -3 -6 -9 -16 -23 -31 -40 -58 ~130 

Budget Resolution Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 
Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2% 
Per Capita Growth 4.4% 4.9% 

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211.6 226.5 243.8 . · 
Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1% ,__ 
Per Capita Growth 4.1% 4.8% 

LL Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270 

<( 
~ 
Q CBO PRIVATE GROWTH RATES 

Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% 7.4% 
Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 7.1% 

The Administration savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending; and 

(b) multiplying that percent reduction by the CBO baseline spending. 

Medicare spending exdudes discretionary spending. Administration estimates of unduplicated beneficiaries were used for the per capita growth rates. 

These estimates DO NOT lndude any adjustment for the Republicans• ·proposed adjustment to the CPI. As a results, net spending Is slightly IOwer than it would be after tile adjustment 
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• MEDICAID PROPOSAL~ROWTH RATES 
(Dollars in billions, ,seal years) • 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICAID BASELINE 
Spending 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7 

11 .3% 10.8% 11 .0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2% 

Recipients 36.8 38.4 40.0 41 .2 42.4 43.7 44.9 45.9 
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0% 

Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871 
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0% 

Administration Medicaid Proposal (CBO Baseline: Administration Savings Estimates) 
Spending 89.2 95.3 106 116.1 127.8 139.1 151 .6 164.8 

6.8% 11 .2% 9.5% 10.1% 8.8% 9.0% 8.7% 9.9% 9.6% 

Spending per Recipient 2,422 2,483 2,652 2,819 3,014 3,185 3,380 3,588 
2.5% 6.8% 6.3% 6.9% 5.7% 6.1% 6.2% 6.4% 6.3% 

Savings -4 -4 -6 -7 -9 -11 -13 -30 -54 

Budget Resolution Medicaid Proposal (CBO Baseline) 
Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3 

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5% 

Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705 
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4% 

Savings -4 -8 -16 -24 -33 -43 -54 -85 -182 

The Adminislrallon savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending. 
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• MEDICAID PROPOSA GROWTH RATES • (Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICAID BASELINE 
Spending 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7 

11 .3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2% 

Recipients 36.8 38.4 40.0 41.2 42.4 43.7 44.9 45.9 
4.2% 4 .1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0% 

Spending per Recipient 2,422 2,587 2,752 2,964 3, 179 3,391 3,625 3,871 
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0% 

Administ ration Medicaid Proposal (CBO Baseline: Percent Reduction from Administration Baseline) 
Spending 89.2 95.2 105.8 115.7 127.2 138.3 150.6 163.6 582.2 896.4 

6.7% 11 .1% 9.4% 9.9% 8.7% 8.9% 8.6% 9.8% 9.5% 

Spending per Recipient 2,422 2,479 2,646 2,810 2,999 3,166 3,358 3,562 
2.4% 6.8% 6.2% 6.8% 5.6% 6.0% 6.1% 6.3% 6.2% 

Savings -4 -4 -6 -8 -10 -12 -14 -32 -58 

Budget Resolut ion Medicaid Proposal (CBO Baseline) 
Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3 

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 40% 4.7% 4.5% 

Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705 
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4% 

Savings -4 -8 -16 -24 -33 -43 -54 -85 -182 

The Administration savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending; and 

(b) multiplying that percent reduction by the CBO baseline spending. 
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• MEDICARE PROPOSA- GROWTH RA TES • (Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICARE BASELINE 
Gross Spending (Including Premiums) 178.1 199.0 219.4 240.1 263.4 288.1 315.2 345.3 
Aggregate Growth 11 .7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6% 
Per Capita Growth . 8.2% 8.2% 

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 
Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9% 
Per Capita Growth 8.4% 8.5% 

Administration Medicare Proposal (CBO Baseline: Administration savings estimates) 
Gross Spending (Including Premiums) 178.1 195.7 213.9 230.9 247.9 265.6 285.3 307.0 
Aggregate Growth 9.9% 9.3% 8.0% 7.3% 7.1% 7.4% 7.6% 7.9% 7.8% 
Per Capita Growth 6.5% 6.4% 

Net Spending (Excluding Premiums) 158.0 175.4 192.0 206.7 221 .9 238.3 256.6 276.9 
Aggregate Growth 11 .0% 9.4% 7.7% 7.3% 7.4% 7.7% 7.9% 8.0% 7.9% 
Per Capita Growth 6.5% 6.5% 

Savings -3 -6 -9 -16 -23 -30 -38 -56 -124 

Budget Resolution Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 ,._,, Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2% 

;]') "-
Per Capita Growth 4.4% 4.9% 

~ 

~ 
Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 21 1.6 226.5 243.8 

~ Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1% 
Per Capita Growth 4.1% 4.8% 

Q Savings -8 -1 7.7 -26.6 -37.2 -49.2 -60 -71 .4 -139 -270 

~' 
CBO PRIVATE GROWTH RATES t°' . 

Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% 7.4% 
Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 7.1% 

The Administration savings were converted to the CBO baseline by subtrading the savings based on the Admin. baseline spending from the CBO baseline spending. 

Medicare spending exciudes discretionary spending. Administration estimates of unduplicaled beneficiaries were used for the per capita growth rates. 

These estimates DO NOT lnciude any adjustment for the Republicans' proposed adjustment to the CPI. As a results . net spending is slighlty lower than ii would be after the adjustment. 
0:>-~Pn-~~ 
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• • • MEDICARE PROPOSALS & GROWTH RATES 
(Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICARE BASELINE 
Gross Spending (Including Premiums) 178.1 199.0 219.4 240.1 263.4 288.1 315.2 345.3 
Aggregate Growth 11 .7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6% 
Per Capita Growth 8.2% 8.2% 

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 
Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9% 
Per Capita Growth 8.4% 8.5% 

Administration Medicare Proposal (CBO Baseline: Percent Reduction from Administration Baseline) 
Gross Spending (Including Premiums) 178.1 195.7 213.7 230.6 247.3 264.6 283.8 304.9 
Aggregate Growth 9.9% 9.2% 7.9% 7.2% 7.0% 7.3% 7.4% 7.8% 7.7% 
Per Capita Growth 6.4% 6.3% 

Net Spending (Excluding Premiums) 158.0 175.4 191.8 206.4 221.3 237.3 255.1 274.8 
Aggregate Growth 11.0% 9.4% 7.6% 7.2% 7.2% 7.5% 7.7% 7.9% 7.8% 
Per Capita Growth 6.4% 6.4% 

Savings -3 -6 .9 -16 -23 -31 -40 -58 :130 

Budget Resolut.ion Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 
Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2% 
Per Capita Growth 4.4% 4.9% 

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211 .6 226.5 243.8 
Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1% ,__ Per Capita Growth 4.1% 4.8% 

LL Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71 .4 -139 -270 

<t' 
~ 

CBO PRIVATE GROWTH RATES Q Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% 7.4% 
Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 7.1% 

The Administration savings were converted lo the CBO baseline by (a) convertlng the savings from the Administration baseline into a percent redudion from baseline spending; and 

(b) multiplying that percent reduction by the CBO baseline spending. 

Medicare spending excludes discretlonaty spending. Administration estimates of undupllcated beneficiaries were used for the per capita g rowth rates. 

These estimates DO NOT Include any adjustment for the Republicans"proposed adjustment to the CPI. As a results. net spending Is slightly lower than It would be after the adjustment 
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• MEDICAID PROPOSA~-ROWTH RATES 
(Dollars in billions, cal years) • 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICAID BASELINE 
Spending 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7 

11 .3% 10.8% 11 .0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2% 

Recipients 36.8 38.4 40.0 41 .2 42.4 43.7 44 .9 45.9 
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0% 

Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871 
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0% 

Administration Medicaid Proposal (CBO Baseline: Administration Savings Estimates) 
Spending 89.2 95.3 106 116.1 127.8 139.1 151 .6 164.8 

6.8% 11 .2% 9.5% 10.1% 8.8% 9.0% 8.7% 9.9% 9.6% 

Spending per Recipient 2,422 2,483 2,652 2,819 3,014 3,185 3,380 3,588 
2.5% 6.8% 6.3% 6.9% 5.7% 6.1% 6.2% 6.4% 6.3% 

Savings -4 -4 -6 -7 -9 -11 -1 3 -30 -54 

Budget Resolution Medicaid Proposal (CBO Baseline) 
Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3 

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5% 

Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705 
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4% 

Savings -4 -8 -16 -24 -33 -43 -54 -85 -182 

The Administration savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending. 
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• MEDICAID PROPOSA.GROWTH RATES • (Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICAID BASELINE 
Spending 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7 

11 .3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2% 

Recipients 36.8 38.4 40.0 41 .2 42.4 43.7 44.9 45.9 
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0% 

Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871 
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0% 

Administration Medicaid Proposal (CBO Baseline: Percent Reduction from Administration Baseline) 
Spending 89.2 95.2 105.8 115.7 127.2 138.3 150.6 163.6 582.2 896.4 

6.7% 11 .1% 9.4% 9.9% 8.7% 8.9% 8.6% 9.8% 9.5% 

Spending per Recipient 2,422 2,479 2,646 2,810 2,999 3,166 · 3,358 3,562 
2.4% 6.8% 6.2% 6.8% 5.6% 6.0% 6.1% 6.3% 6.2% 

Savings -4 -4 -6 -8 -10 -12 -14 -32 -58 

Budget Reso lution Medicaid Proposal (CBO Baseline) 
Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3 

7.2% 6.8% 4.0% 4.0% 40% 4.0% 4.0% 4.7% 4.5% 

Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705 
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4% 

Savings -4 -8 -16 -24 -33 -43 -54 -85 -182 

The Administration savings were converted to the CBO baseline by (a) converting the savings from the Administrat ion baseline into a percent reduction from baseline spending; and 

(b) multiplying that percent reduction by the CBO baseline spending. 
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MEDICARE PROPSALS & GROWTH RATES 
(Dollars In billions, fiscal years) 

1915 1996 1917 1198 1999 ~OWi ;n,01 2002 2003 2004 2005 96-00 96-02 

'3 CBO MEDICARE BASELINE 

~ Grou Spending (lnc1uding Premiums) 178.1 199.0 219.◄ 240.1 263.◄ 288.1 315.2 345.3 378.9 ◄16.◄ 458.3 
Aggregate Growth 11.7% 10.3% 9.◄% 9 .7% 9.◄% 9.4% 9.5% 9.7% 9.9% 10.1% 9.7% 9.6% 

!~ Per C11plu Growth 6.2% 8.2% 

)_ 
Nol Spending (Excludil'lg Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 347.3 383.2 423.9 

'\ Aggregate Growth 13.1°4 10.5•1. 9.3% 10.0% 9.9°.4 9.9"/4 10.0% 10.2% 10.3% 10.6% 9.9% 9.9% 
::::-:-, Per C.ptt. Growth 6.4% 8.5% 

'- -:1 

AdmlnlalraUon lltdlcan Proposal (CBO Baseline: AdmlnlstraUon savings utlmatea) 
Gross Spending (Including Premiums) 178. 1 195.7 213.9 230.9 247.9 265.6 285.3 307.0 334.1 362.5 392.◄ 
Agg,egate Growth 9 .9% 9.3% 8.0% 7.3% 7.1% 7.4% 7.6% 8.8% 8.5% 8.2% 7.9% 7.6% 
Per C.plt• Growth 6.5% 6.4% 

Net Spending (E,ccludlllg Premiums) 158.0 175.-1 192.0 206.7 221.9 238.3 256.6 276.9 302.5 329.3 356.0 
Agg,egate Growth 11 .0% 9.4% 7.7% 7.3% 7.4% 7.7% 7.9% 9.2% 8.9% 8. 7o/o 6.0% 7.9% 
Per c.plt• Growth 6 .5% 6.5% 

Savings -3 .9 -16 -23 .30 .38 .54 ~ -56 -124 

Budget Reaolutlon Medicare Proposal (CBO Baseline) 
Gros, Spending (Including Premiums) 178. 1 191 202 214 226 239 255 27-1 291 . 309 328 
Ags,,es,ate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 6.2% 6 .2% 6.2o/. 5.8% 6 .2% 
Per Caplu Growth 4.4% 4 .9% 

Net Spending (Excluding Premiums) 158.0 170.7 179.8 169.3 200.2 211.6 226.5 243.8 259.◄ 275.6 293.6 
Ags,,egate Growth 8.0% 5.3% 5.3"-' 5.8% 5.7% 7.0% 1.6% 6.2% 8.2% 6.2% 5.5% 6.1% 
Per capita Growth 4.1% 4.8% 

Savings -17.7 -26.6 -37.2 -49.2 ~ -71.4 -88 -107 -130 -139 -270 

CBO PRIVATE GROWTH RATES 
Aggregate Growth 6.6% 7.5'Y. 7.8% 7.5'-', 7.5o/. 7.3% 7.W, 6.9% '6.6% 6.4% 7.6% 7.4% 
Per Capita Growih 6.2% 7. 1'Yo 1 .◄% 7.2% 7.2% 7.1% 6.e •t. 6.6% 6.5% 6.2% 7.2% 7.1% 

The Mm&lbtrallon a1w1g, -• oom,erted 10 lht Ceo bfnllnt by 1ubncti119 lhe savings based on lhe Adm(n. NMl'lae c,e~ flWII tie ceo bllMIIIM spending. 

Medicar. apendin, t lldudc1 dlscrotlonary spending. Adnnlstrab nlltnlMs ol undupllcaled be•e6\clia~ _.. used lot .,_ per c:apillll 91-U, ,_.., 

Thone ui.natu 00 NOT lnd~d• any adjustment for the Rt p<lblk:au' PfOpOSed ed)'Jslmenl to lht CPI. M a re,•. M l ape~ Is ll'tglllly lower "'-11 would be llfter the ed~lmenl. 
07•Al'Q-95 
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MEDICARE PROPSALS & GROWTH RATES 
(Dollars In billions, fiscal yein) 

11116 19915 1911 1198 1199 ~ mu1 20D:Z 200, 2004 2005 96·00 96-02 

,~~ CBO IIE.DICARE BASELINE 

~ Gross Spencing (lneludi,g Premiums) 178. 1 199.0 219.4 240.1 263.4 288.1 315.2 345.3 378.9 416.4 458.3 

k Aggregat. Growth 11.7•.4 10.3% 9 .4% 9.7% 9.◄% 9.4% 9.5% 9.7% 9.9% 10.1% 9.7% 9.6% 
Per Capita Growth 6.2% 8.2% 

l NelSpending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 347.3 383.2 423.9 
·1 

Agg,vgate Growth 13.1 •,4 10.5°/4 9 .3% 10.0°I. 9.9°.4 9.9•/4 10.0% 10.2% 10.3¾ 10.6% 9.9% 9.9% :::s Per Capita Growth 6.4% 6.5% 
(.~ 

AdmlnlatraUon Medicare Proposal (CBO Baseline: AdmlnlstraUon savings edmatea) 
Gross Spending (Including Premiums) 178. 1 195.7 213.9 230.9 247.9 265.6 265.3 307.0 334.1 362.5 392.4 
Agg,vglll• Growth 9.9% 9.3% 6.0% 7.3% 7.1% 7.4% 7.6% 8.8% 8.5% 8.2% 7.9% 7 .8% 
Per Caplt• Growth 6.5% 6.4% 

Net.Spendirlg (E1tcludlng Premiums) 158.0 175.'4 192.0 206.7 221.9 238.3 256.6 276.9 302.5 329.3 356.0 
Aggtwgate Growth 11.0% 9.4% 7.7% 7.3% 7.4% 7.7% 7.9% 9.2% 8.9% 8. 7o/o 6.0% 7.9% 
Pflr Caplt• Growth 6.5% 6.5% 

Savings -9 -16 ·23 -30 .38 .54 --06 -56 ·124 

Budget Reaolutlon Medicare Proposal (CBO BHellne) 
Groat Spending (Including Premiums) 178. 1 191 202 214 226 239 255 274 291 . 309 328 
Ags,,ws,ate Growlh 7.2% 5.8% 5.9% 5.8% 5.8% 6.7% 7.5% 6.2% 6 .2% 6.2% 5.6% 6.2% 
Per Caplu Growlh 4.4% 4.9% 

Net Spendirlg (E1tcluding Premiums) 158.0 170.7 179.8 189.3 200.2 211.6 226,5 243.8 259.4 275.8 293.8 
Agg,vgal• Growth 8.0% 5.3% 5.3°~ 5.8% 5.7% 7.0% 7.6% 6.2% 6.2% 6.2% 5.5% 6.1% 
Per capita Growth 4.1% 4.8% 

Savings -17.7 -26.6 -37.2 -49.2 .71.4 -88 -107 · 130 -139 -270 

CBO PRIVATE GROWTH RATES 
Agg,wgate Growth 6.6% 7.5% 7.8o/e 1.s•~ 7.5% 7.3% 7.W. 6.9% ·s.6% 6.4% 7.6% 7.4% 
Per Capita Growth 6.2% 7.1% 7 .◄% 7.2% 7.2% 7.1% 6.8o/e s.e•,4 6.5% 6.2% 7.2% 7.1% 

The AdmlnlslRUon H '<lngs -· oonwrted 10 lhe ceo WHllnt ti)' J ubtnc(j"9 lhe uvlngs basDd on lht Admkl. NMlia• ~ lrwa h CBO baM!liM 1pending. 

Medial ... l pendi"9 t lldudes dlscmlon8"( spending. Adrnlnls.~ tsllmaba$ of I.Wldupllc:aled btlltfiaa~ - us.ed '°' the per cap~ g,-«ti , .... 
Th11s.e estanate,a 00 NOT lndude 1111y 1dju1llllent fOf 1h11 R•publlcau' propoeed edjusltMnt lo lhe CPI. N a ru•. Ml 1pendng II 114111111y lower~ It would be af1er flt ~nenl 
07•A1>!>'95 
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MEDlCARE PROPSALS & GROWTH RATES 
(Dollara In billions, fiscal years) 

1915 1991 1911 1118 1999 irUW .rw1 20oz 2003 2004 2005 96-00 98-02 

,.,..~ CBO MEDICARE BASELINE 

~ Gross Spending (Including Premiums) 178.1 199.0 219.4 2◄0. 1 263.◄ 288.1 315.2 345.3 378.9 416.4 -458.3 
As,gregat. Growth 11.7% 10.3% 9.4% 9 .7% 9.4% 9.4% 9.5% .9 .7% 9.9% 10.1% 9.7% 9.6% 

!:::. Per Caph Growth 6.2% 8.2% 

-l Nol Spending (Excluding PremlCJms) 158.0 178.7 197.5 215.9 237.4 260.8 266.5 315.2 347.3 383.2 423.9 

~ Aggregate Growth 13.t•,4 10.5% 9.3% 10.0% 9.9°.4 9.9% 10.0-.4 10.2% 10.3% 10.6% 9.9% 9.9% 
Per ~/ta Growth 8.4% 8.5% 

Cy 

--
AdinlnlslraUon llldlca ... Proposal (CBO Baseline: AdmlnlstraUon saving• utlmalea) 

J Gross Spending (Including Premiums) 178. 1 195.7 213.9 230.9 247.9 265.6 285.3 307.0 334.1 362.5 392.4 
Aggregate Growth 9.9% 9.3% 8 .0% 7 .3% 7.1% 7.4% 7.6% 8.6% 8.5% 8.2% 7.9% 7.8% 
Per Capita Growth 6.5% 6 .4% 

NolSpending (E1tciudlllg PremkJms) 158.0 175.4 192.0 206.7 221.9 238.3 256.6 276.9 302.5 329.3 358.0 
Aggtws,ate Growth 11 .0% 9.4% 1.1% 7.3% 7.4% 7.7% 7.9% 9.2% 8.9% 8. 7o/. 8.0% 7.9% 
Per ~It• Growth 6 .5% 6.5% 

Savings .9 ·18 -23 -30 -38 -45 -54 -06 -56 -124 

Budget Resolution Medicare Proposal (CBO BHellna) 
Gros, Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 291 . 309 328 
Aggregate Growth 7.2% 5.8% 5.9% 5.6% 6.6% 6.7% 7.5% 6.2% 6 .2% 6.2o/. 5.8% 6.2% 
Per Caplu Growth 4.4% 4.9% 

Nel Spending (Excluding Premiums) 153.0 170.7 179.8 189.3 200.2 211.6 228,5 243.8 259.4 275.8 293.6 
Agg,.gal• Growth 8.0% 5.3% 5.3°~ 5.8% 5.7% 7.0% 7.6% 6.2% 6.2% 6.2¾ 5.5% 6 .1°k 
Per Capita Growth 4 .1% 4.8% 

Savings -17.7 -26.6 -37.2 -49.2 -71 .4 -88 -107 -130 -139 -270 

CBO PRIVATE GROWTH RATES 
Agg,.gal• Growth 6.6¾ 7.5o/e 7.8% 7.5% 7.5¾ 7 .3% 7.1% 6.9% ·e.6% 6.4% 7.6% 7.4% 
Per Capita Growth 6.2¾ 7.1'Ye 7.4% 7 .2% 7.2% 7.1% 6.8% 6.6% 6.5% 6.2°.4 7.2% 7.1% 

The Admlnlffallon 11W1gs -• oorwert1d Ir) lhe CIIO bHellnt by 1ubtnc:ti119 the savings based on 1119 Admln. NMlil♦ ~ lroni 11' C8O bawlM tpending. 
Medial~ apendin, elldude1 dbuetJooarf spending. Adnrutralk>R Hllmat9s o( unduplic:all,d b .. eliciariea were uacd fo, fw per~ g,-ui ,..._ 

Thew estilnatu 00 NOT lndude any adjustme11t for 1h11 R•publlcau' proposed edjlalnlenl lo lh• CPL /la• rullb. Mt apendng II aligwty lower flall • would be etwr the edJu~nent. 
07•A~9S 
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Baseline Med icaid benef iciar ies in 200 2 

Total 45.7 mi l lion 

Aged 4.8 million 

Dis abled 7.5 mi l lion 

Indivi duals i n Fa milies 33.4 mil lion 

Nursing home resi dents 1.9 million 

Children 22.9 million 

Note: For each g r oup, the reduction in c overage is 19 percent 
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Baseline Medicaid beneficiaries in 2002 

Total 45.7 million 

Aged 4.8 million 

Disabled 7.5 million 

Individuals in Families 33.4 million 

Nursing home residents 1. 9 million 

Children 22.9 million 

Note: For each group, the reduction in coverage is 19 percent 
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Medicare 

Notes from Finance Member Staff 
on Finance Bri e fing 9 - 22 

Hospitals - $65.9 billion over 7 yrs 

f otlk- h;, 1; tr116 

$92 billion in FY96 to $125.6 bin 2002 - 5% annual rate of 
growth 

Home Health - $21.7 bill. over 7 yrs 

$17.2 bin FY96 to $25.3 bin 2002 - 8.1% annual rate of 
growth 

Nursing Home - $10.0 b over 7 yrs 

$10.6 bin 1996 to $15.6 bin 2002 - 8.2% (compared to 10.8% 
in current law) 

Hospital, Home Health, Nursing HOme sub-total - 97.6 b 

Physician - $19 - 20 over 7 yrs 

$37 bin 1996 to 63 bin 2002 - 8.3% annual inc rease (compared 
t o 9.8 % c urrent baseline ) 

Labs - $6.1 B over 7 

$5.3 bin 1996 to 8.Sb in 2002 - 8.8% annual growth rate 
(compared to 11.7% baseline) 

Durable Medic al Equipment - $6. 3 b over 7 yrs 

$3.1 bin 1996 to $5.8 bin 2002 - 10.4% growth rate (compared 
to 14.3 %) 

Physician, Labs, Medical Eq&ip. Sub-total $31.4 over 7 

Medicare Choices - $49 billion over 7 yrs 

Fraud and Abuse - $4.1 billion over 7 yrs 

MSP - $ 6 billion over 7yrs 

Part B deductible - $10 b over 7 

Part B premium - $50 b over 7 

Means Test - $12 b. 

Part B Beni Hits - $72 

other??? 

• Total - $260.1 billion of all Bold 

Medicaid DSH - $36 b over 7 yr 
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M_e_dicare 

Hospitals - $65.9 billion over i yrs 

$92 billion in FY96 to $125.6 bin 2002 - 5% annual rate of 
growth 

Home Health - $21.7 bill. over 7 yrs 

$17.2 b in .FY96 to $25.3 b in 2002 - 8.1% annual rate of 
growth 

Nursing Home - $10.0 b over 7 yrs 

$10.6 b in 1996 to $15.6 b in 2002 - 8.2% .(compared to 10.8% 
in current law) 

·Ho_~pital, Home Health, Nursing Home sub-total - 97 .6 b 

Physician - $19 - 20 over 7 yrs 

$37 bin 1996 to 63 bin 2002 - 8.3% annual increase (compared 
to 9.8 t current baseline) 

Labs - $6.1 B over 7 

$5. 3 b in 199t: to 8. Sb in 2002 - 8. 8% annual growth rate 
(compared to 11.7% baseline ) 

Durable Medical Equipment - $6.3 b over 7 yrs 

$3.1 bin 1996 to $5.8 bin 2002 - 10.4% growth rate (compared 
to 14.3 %) 

Physician, Labs, Medical Eq~ip. Sub-total $31.4 over 7 

Medicare Choices - $49 billion over 7 yrs 

Fraud and Abuse - $4.1 billion over 7 yrs 

MSP - $ 6 billion over 7yrs 

Part B deductible - $10 b over 7 

Part B premium - $50 b over 7 

Means Test - $12 b. 

Part B Beni Hits - $72 

other??? 

• Total - $260.1 billion of all Bold 

Medicaid DSH - $36 b over 7 yr 
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Reduction in Medicare Spending Per Beneficiary 

Under the Senate Republican Plan 
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Note: Total Medicare spending reductions divided by projected nun1ber of beneficiaries~ fiscal years 
Source: US Dept. of Health and Human Services 
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• • • Reduction in Medicare Spending Per Beneficiary 
Under the Senate Republican Plan 
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• 
REPUBLICAN MEDICARE PLAN: PAY MORE FOR 

SECOND-CLASS HEALTH CARE 

1. ANY WAY YOU SLICE IT, THE GOP MEDICARE 
CUT IS THREE TIMES LARGER THAN ANY CUT 
IN HISTORY AND IT MEANS YOU WILL PAY 
MORE TO GET LESS. 

2. MEDICARE RECIPIENTS WILL PAY MORE OUT­
OF-POCKET -- TO FUND A TAX BREAK FOR THE 
WEALTHY: 

• $1,700 less per beneficiary in 2002 
• Double Deductibles 
• Raise Premiums 

• • Raise the Medicare eligibility age to 67 

3. MEDICARE RECIPIENTS WILL PAY MORE, YET 
THE CUTS WILL MEAN AN INFERIOR, SECOND­
CLASS MEDICARE PROGRAM: 

• 

• Hospital closings threatened 
• Doctors driven out of the program and turning 

away recipients 
• Costs shifted to people with private health 

. 
insurance 
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REPUBLICAN MEDICARE PLAN: PAY MORE FOR SECOND-CLASS HEALTH 
CARE 

Pay More and Get Less -- For Tax Cuts for the Wealthy. Any way you slice it, the 
Republican Medicare cuts will force you to pay more to get less -- just to fund a tax cut for the 
wealthy. The GOP plan will increase out-of-pocket costs for all seniors -- regardless of their 
income or health. Medicare benefits per beneficiary will be cut $1,700 in 2002, forc ing spending 
to grow 33 percent slow/er than the private sector. Both the House and Senate plans increase 
premiums, and the Senate plan cuts benefits and doubles deductibles from $ 100 a year today to 
$210 a year in 2002. And not one penny of the increased premiums will go to the Medicare trust 
fund. Instead, seniors will pay more out-of-their-pockets to fund a huge tax cut for the wealthy. 

Pay Taxes for Two More Years and Wait Two More Years for Benefits. The Senate plan 
would gradually delay the Medicare eligibility age from 65 to 67 beginning in 2003. Tens of 
millions of Americans would have to work longer and pay more taxes to get fewer years of 
Medicare. For someone working a desk job in Washington, that may not seem too bad, but to 
millions of Americans with physically demanding jobs, it is not just bad -- it is unfair. 

Everyone Will Pay More Through Cost Shifting. Lewin-VHI, an independent research firm, 
found that the Republicans' $452 billion cut in Medicare and Medicaid will lead doctors and 
hospitals to raise their fees on private patients by at least $90 billion -- essentially a new $90 
billion tax on everyone with private health insurance. This cost-shifting will reduce wage 
increases by 2. 7%, and by as much as 10% for lower-wage workers. 

Untried Experimenting with Medicare. The Republican plan would experiment with Medicare 
by creating Medical Savings Accounts that would let the healthiest and wealthiest gamble at the 
expensive of everyone else. ADD 

Hospitals Will Close and Doctors May Refuse Medicare Patients. By making the deepest cuts 
to health care provider payments in history, the Republican plan would lead to rural and urban 
hospital closures and create huge incentives for physicians to refuse to take Medicare patients. 
ADD 

Raises Taxes on Working Americans. The Senate plan imposes new payroll taxes on many 
state and local government employees at a time when the Republicans are cutting taxes for the 
wealthy. Medicare does not currently cover government workers in many states who began work 
before 1986 and they therefore are not subject to the Medicare payroll tax. Republicans would 
require all state and local workers to pay Medicare payroll taxes, raising taxes and imposing an 
"unfunded mandate" on state government in violation of the unfunded mandates law that 
Congress enacted earlier this year . 



• 
-REPUBLICAN MEDICARE PLAN: PAY MORE FOR 

SECOND-CLASS HEAL TH CARE 

1. ANY WAY YOU SLICE IT, THE GOP MEDICARE 
CUT IS THREE TIMES LARGER THAN ANY CUT 
IN HISTORY AND IT MEANS YOU WILL PAY 
MORE TO GET LESS. 

2. MEDICARE RECIPIENTS WILL PAY MORE OUT­
OF-POCKET -- TO FUND A TAX BREAK FOR THE 
WEALTHY: 

• $1,700 less per beneficiary in 2002 
• Double Deductibles 

• 
• Raise Premiums 
• Raise the Medicare eligibility age to 67 

3. MEDICARE RECIPIENTS WILL PAY MORE, YET 
THE CUTS WILL MEAN AN INFERIOR, SECOND­
CLASS MEDICARE PROGRAM: 

• 

• Hospital closings threatened 
• Doctors driven out of the program and turning 

away recipients 
• Costs shifted to people with private health 

. 
insurance 



• 

• 

• 

REPUBLICAN MEDICARE PLAN: PAY MORE FOR SECOND-CLASS HEALTH 
CARE 

Pay More and Get Less -- For Tax Cuts for the Wealthy. Any way you slice it, the 
Republican Medicare cuts will force you to pay more to get less -- just to fund a tax cut for the 
wealthy. The GOP plan will increase out-of-pocket costs for all seniors -- regardless of their 
income or health. Medicare benefits per b~neficiary will be cut $1, 700 in 2002, forcing spending 
to grow 33 percent slow/er than the private sector. Both the House and Senate plans increase 
premiums, and the Senate plan cuts benefits and doubles deductibles from $100 a year today to 
$210 a year in 2002. And not one penny of the increased premiums will go to the Medicare trust 
fund. Instead, seniors will pay more out-of-their-pockets to fund a huge tax cut for the wealthy. 

Pay Taxes for Two More Years and Wait Two More Years for Benefits. The Senate plan 
would gradually delay the Medicare eligibility age from 65 to 67 beginning in 2003. Tens of 
millions of Americans would have to work longer and pay more taxes to get fewer years of 
Medicare. For someone working a desk job in Washington, that may not seem too bad, but to 
millions of Americans with physically demanding jobs, it is not just bad -- it is unfair. 

Everyone Will Pay More Through Cost Shifting. Lewin-VHI, an independent research firm, 
found that the Republicans' $452 billion cut in Medicare and Medicaid will lead doctors and 
hospitals to raise their fees on private patients by at least $90 billion -- essentially a new $90 
billion tax on everyone with private health insurance. This cost-shifting will reduce wage 
increases by 2. 7%, and by as much as 10% for lower-wage workers. 

Untried Experimenting with Medicare. The Republican plan would experiment with Medicare 
by creating Medical Savings Accounts that would let the healthiest and wealthiest gamble at the 
expensive of everyone else. ADD 

Hospitals Will Close and Doctors May Refuse Medicare Patients. By making the deepest cuts 
to health care provider payments in history, the Republican plan would lead to rural and urban 
hospital closures and create huge incentives for physicians to refuse to take Medicare patients. 
ADD 

Raises Taxes on Working Americans. The Senate plan imposes new payroll taxes on many 
state and local government employees at a time when the Republicans are cutting taxes for the 
wealthy. Medicare does not currently cover government workers in many states who began work 
before I 986 and they therefore are not subject to the Medicare payroll tax. Republicans would 
require all state and local workers to pay Medicare payroll taxes, raising taxes and imposing an 
"unfunded mandate" on state government in violation of the unfunded mandates law that 
Congress enacted earlier this year . 
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n Mt<HOIIW. ouna,- -
wMt1out •~ 0.0 -e.2 .. 1 • ..a1., -St.1 ..t1.S .. 2st.t C -

Net Ma!Ktatory OUtar• Wlffl ,.,,..,. 

Propoted a.aw ¥Att'I ran •• ,,. 107.7 170.1 1e1.& 181.8 1w.e 2U.2 228.3 2~3.e 
• 

rchll\8' In Nit MtdlNra OLlifart ' .m.2} 
0 

o.o ... , -11.• .. 29,1 48.1 .. ,.1 .at.I •71,1 wlh F1Jf11f• 

hrtbl2b,wk4 ◄ c,e 01: '8 PM 10'01/9f ~ ~ 
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dlcare Proposal (baaed on epece tt,roug.9): Piellmlnaiy CBO Staff Eattmatee • 
0 n 
--i 
I 

Hacel ,r. lrt m 1dolll,. 1 HN 1 7 11N 11N 2000 200 2002 Toe.I s ... 
FOOTNOTE&: 

/1 Thae •ttmn• IIIUffle that 1h111e911t.UV. langtiag• woua1 fflMt IQOfllkttpfflg nqu(rtmlf'ltl, 
f2 ed'nlll ~ rwltw. 
/3 Pavn,tntl W rtduood 2°" In te; 21,. In 17: Ind ~ In IWbNqUlnC ,..., 
M Leglllaliva •anouaoe must attpvkll• tha1 lhe Ntdlltributlorl for eocDIP!lon• \11111 not GQOOG 10% of ta&II c,epilat pa~ntr 1ne1 that ttllt ,. '" 

doOltlcft IIIUI, not. pro44telon M lnorNN• retmlM'temenlt. 
re Dolt not niude etrecte of provillon to ..,,Inti• paymtn11 tor ,-aldenta an.tr ftllt l'Nktency pelk>d. 
/0 TN• 1admate .. ._,,.... lhtl lht p,O'YIJk>n wll onl.y be •'1ted to txlltlno LTC fadlttl1t, 
rT Thlt le p,oblb~ budget n811fral IF ......,.1, pcowdtd hit dlrtflH lhe Intent le lo grandfather ,..,na ~ term Cl,. hOlptttlt thll 1ft CUrttnlfy 

lo~d Within ~r ,n Uw ,.,,... campu, •• lie "eoute an PP8-reaatecr holpltlL 
,e Thl• p,oYll!on would oo•t appn»cf,natwty U mlllon per ye 11. 
19 Thie p,oytslon 11 b(,dgtt neutral tf ont, t.otpltal1 Wfr'fnet, CMIJgnlt.ed •• EACKIRPCH v.1U have th!• dul;natfon and no oCher 

hotphlltradlRttt oan be detlQIMted .. tuch. 
110 Thi1 •.Um•" v.11 bt rtduoed tubltlntlaly lf lh• polley la to cover only Pa11 8 Htvlc.. 
/11 BaMdone.n.tt pn>poMI, excepU,1B•2, . 
/12 Thi• ..umaw a&MJme• PPRC N~ p,opon,. curnu1aUve 1ptndtng t1,geta at OOP+2, e.~ updat• and \argtt NduCUoo fn ee. 
/13 Thia IN tnc:WM 11 .. annual upd• forpr0ttheUcl and oruioao,, · 
/14 8111d on s.nate propo11f, exceP1 MB-2. 

NO'TEll: 

1. o.l• m~ not twn to to tat beC8'.11e or rou"11ng. 
2, Thttf t31fmefel HMM an «lldment dat• o1' November f8, ,995. Thi •.umcit• would Chang• If the p,opouf .... , ... Oltd 8\ a faer dale. 
3. Thell •Umatta .,. b•Md on draft ltQ(,ledvl langUlgt II of 8128 and IUbStqUent chlngea apeolftod b'/ ~ .. . 
it. Tht e«eou of rritdle1I NVtnp aeon provtslan n •mbochd In the Mldlc«re Olotce Moe. 
e. To t1t mtnl thlt ttoalal oere provldere are lbfe 1o orr.t rower Nfmbw11rnem, t,y thfft~ QOltl 1o other pqeta_ federat NYtnuo• ~ ran. 
c. TheM "1lmltt1 do not fncorporn d\lngea ~n dllcntlonary .tpendlfll fot •~ 

I 
(D 
(/1 

Ill 
w 

w 
w 
.,, 
,0 
0 
:x 

... 
C 
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· tcare Proposal (based On 8peca throu.9): Prelltnlnary CBO Staff Estimates • 
0 . n ... 
I 

M of do/Mr, 1"8 1111 1 1 1 2001 2002 T«al s ... 
I 

COMPARISON OF IP!NaNG "11Dl!R PROPOSAL W1TH CURREWT LAW •l!NDtNO 
(.0 
u, 

II) 

GtoM Mandatofy Outtap fot "'-dloate ,.rt A BIMflll ~ l'.i ..... (,J -
(,J 

Qlrrent Law, BR bueWne 112.0 12S,7 1~.2 1..e.e 180,fJ 170.7 
(,J 

1a:,,e 187.1 'Tl 
Propc,ted_ Law 120.e 1Z8.4 . 138.8 144.1 1sz.e 1e1.• 171.2 iO 

0 Dffl'ennoe •3.1 -t.8 ·10,3 •14.4 ·1& 1 .21.e •20,i -100.3 :i: 

oro .. Mandatory outta~• fol-llecllo&N P•rt 8 Benefits W&ttlM Falfllf• 

cwrent Law, BR ba11lnl 86.8 74.9 83.9 n .e 1M.O 117.G 181.2 147.7 
PtcpoNdlaw 1i.o 79.ts 18,7 84.0 102.f 1U.1 12◄.e 
Olfferenoe -2.0 -4.3 ..e.a -10.e -14.2 -18.2 •22,8 •7$,0 

Tctll Mandatory Outlay• fw Medlo1re BeMflte VV1lhout PaUtafe 

C4.atntL&w,Mblseilne i77.8 198.8 219.1 240,1 ••• 287.7 S144.8 344.8 
Propo..d Law 1n.e 208.0 22,.0 2H.O 2N,4 274.e 280.0 
Diff9'tn0t -o.o -1"t.1 -17.1 -26.~ -sa., --40.0 •40.9 •170.3 

Grose Mlndtdo,r Outfaye for MecUca11 Part A &tntffll WW. Pallnf• 

C:Wrent Law, BR bueh 112.0 123.7 135.2 140,I 100.0 110,7 183,S 197,1 ... 
Proposed law 120.0 12&.4 183.2 111.1 141., 1M.8 1e&.7 0 -
~rw\01 •3.1 -e,e -13"4 -19.4 -21.e ~.e 40,-4 ·122.7 

Gc'otl M«ndatory Ouffare for Mlcloare Put 8 lk-neffla With F1f1Mfe 

Cunn1 Law, 8A ballllnt 0&.8 74.8 83.9 93.8 104,8 117.0 131.2 1◄7.1 
Propoaed Law 73.0 79,8 84.6 eo.e 9'.7 1~.7 121.7 
llWnnce -2.0 ◄.S 0 8.8 -13.9 ·17,4 -2t,O •20,0 -n.e 

Total Mandatory Outl•~• for Mtclow Blnetla With FallHfl 

Cuue nl law, BR t,.,eltne 177.8 198.6 219.1 240,1 283,O 287.7 31◄.8 3-44,I 
Proposed law 193.8 20e,O 217,9 ffl,1 l◄7.S 2eo.e 288.4' 
Dltterenoe .. e..o ·11 .1 •22.3 .&3.3 .. 40,2 ...... 3 -58.~ ·21'.7 

, 11 
> J) a o 
111 IT) 

hrtb&2b.~ 6of6 0t:18 PM 10/01/~e ~ ~ .., ..., 
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· -· .,care Propoeal (based on speca through.): Preitmtnary CBO Staff Eatlmatee 
By IIOII f!M t> bll'one olcfallt! 1fll 1 tM 1117 1... 1111 '909 2001 

8ubW•A-MNIAN PIIIIPrott1m -0.6 .. ,.o .,.e 4.1 •l.e -7.t 

8ul7tltte 9-fl,-"911 and MuN /1 
Payment&ngull'dt O ,◄ 0.1 .0.2 -o.~ .0.1 -o.e 
Oo\lblng CM Monewy Penaltlll -0.0 -o.o .0.0 -0.0 -0,(1 -0.0 
Othtr ProYlt90n• -0.0 .0.0 -o.o· -o.o -0,0 -G.O 
Tota.I, -.btltte 8 O.◄ 0.0 .0.2 -0,◄ -o.e .c,.o 

8u11Mlle C-Rqwlatery AIHef 
Phyaldln ~•rw~ Atftmll 0.0 0.1 0,1 0.1 0.1 0.1 
Otlllr Rtgulak>tf Rellef 0.0 0.1 0.2 0.2 0,2 0.2 
Ph~tol.tn Stff Polldng 12 
Tot.I, 8ubtftle C 0.1 0.2 0.2 0.2 o.a 0,3 

W ~ M _ f'" ,,-:i=- - C f3D s <:!)n f'-~ o~ M ~ ,h .,,.,,_ 

-ec-~ ~~Ju\r 1.~ --u-\-k. u~ 

1 of& 

0 
• n 

Tolal >,i 
I 

151 ... 
-10., -30,7 I 

(D 
(II 

II) 

-0.5 .. 1.e (.) . 
-0.1 -0.3 

(.) 
II) 

-0,0 -0.1 "II 

..c.e -2,0 ,0 
0 
:x . 

0.1 QA 

0.2 1.1 

o.s 1.e 

... 
C 
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Jcare Propoaa~ased on specs throug.): Prellmlnary CBO Staff Estimate, 0 . n 
.... 

,,,. In bllloMol ,. 1"8 1191 tiff tttl 1 l0D1 I 
CS) ... 

MUU.0-NedlOlt U•MrttVRlfffl'ft I 
ID 
(/1 

lulttlttt l'-Mldloar. Pllt A I\) 

w 
R~udlon Jn PPI updln (M►2.0 In N; -I to 2002 -0.2 -1.1 -2.~ -3.8 .5.-4 -7.2 .,.o .. 2,.1 .. 

w 
Rtduot DIIPfOPO(lonlle lhu. Payment, 13 •0,1 -e.e .. 1.0 -1 .1 .,.1 .... 2 ·1.2 .. 1.0 I\) 

~Uct P?8 011)111 by 1&% •1.0 •1.2 -1.a •1.3 •1.4 -1.4 •1.1 ·8.0 .,, 
Rtbal8 Clpftll MlN -o.a .C.4 .. o.ie -o . .- ..0.4' ..0.-4 -0,4 -2,7 ,a 

0 

R1cfoJC1 nonPP8 OlpM by 11~ •0.1 -0.2 .(),2 -0.2 ..0.2 -o.a ·.0.3 ·1.! :x 
" 

~l for Clpll.,_..,ded tn COila o.o . o.o · 0.0 0.0 0,0 o.o o.o o.o 
Clpftll INCOlpllOII Nvillonl ~ 0.0 0.() 0.0 0.0 o.o 0.0 o.o 0.0 
Reduce 1ME •dJ to 81' thru ee, !.IK thn,~ 2002 -o.7 -0.8 -G.8 •1,0 -1.1 -1.1 .. 1.2 .(17 
Reduct DME fS -e.1 -0.2 -0.3 -0.4' -0.1 •0,0 -o.e 4 .8 
Redocllon In AOAPPS update (MB-1 to 2002) o.o o.o .o.o -0.0 -0.1 -0.1 •0.2 .(),ti 
~baMI.TOho~/8 o.o 0.1 0.1 0.1 0,1 0.2 0.2 0.7 
Unll11 wtlhln hoepftal• n o.o o.o 0,0 o.o o.o o.o 0.0 0,0 
Elfmlne18 P~•nta for Hotpl\l' 8td Debt .0,1 -0.1 •0,2 -0.2 .0.2 -0..2 -0.2 -1.1 
Hemopllllll f)IIN thlQUgh /8 0.0 0.0 o.o o.o o.o · 0.0 0.0 0.0 
Chrh1Van Science ::;:era 0.0 o.o o.o 0.0 o.o 0.0 0.0 0,0 
SOit Ccmnunlly plall lnoludtd In Nducticn In PP8 updM 
EACIRflO ttoeplllll /9 0.0 0,0 0.0 0,0 0.0 0.0 o.o 0.0 
REI\CH • P.t N8 lt0 0.0 0.1 0.1 0.1 0,1 0.1 0,1 0.7 
Aural rlftttll oenltra o.o 0.1 0.1 0.1 0.1 0.1 0,1 0,7 
Floot an.,., wage Index 0.0 0.0 0,0 0.0 0.0 0.0 o.o 0.0 
8Ul1d Nlnlng Facttlttt /11 -4.2 · -0.8 ·1.0 -1.4 •1,8 •2,2 •2.I •i0.O 

... 
C 

Total, 8Ubtltft P 4.1 -'J.1 .. ,.2 -9.8 -11., •CY -1•.• .. ,.c, .. 

twtbl2b.wk-1 2 of6 01:18 PM 10/01~ ~ w ,, 
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· .icara Propotal (based on specs throug.): Prellmfnary CBO Staff Estimates • 0 n 
>-i 

8t,tltoti ~ In bllloltl of doltrt 1111 1181 11!7 j"8 111t IGDG 2001 I002 Toki ~ ... 
I 

._..G-Mldloat9Plrt8 (I) 

~ l'l)'mera for PhylJclM ifl 8IMcN 111 .0.7 •1.t •2.8 •S.I ◄.7 ... 1 ... , -21.4 
en 

Elnlnlle PamuM Ortv111 °"-Mme,. .o.t •1.2 •1,0 .2.0 -2.e ""3.a ..u -t8.9 N 
w 

FrNa 011' Med Eqpc update, o,w.n ·20" /18 -0.1 .(),3 .0.4 .o.e. -0.7 -o.e •1 ,0 -3,8 
. 
w 

Freen Clrkll lab up:Cl\e, •~of"'"''" -0,1 -0,4' •0,7 -o., •1,t -1.a •1.S -e.o N 

Extend~ capltm Nduotloc\ 0.0 0,0 O,D -0.1 •O.t -0.2 •0.2 ..o.e 'II 
iO 

E>clend O\llplttee,t ~ NMlol'I 0.0 0,0 0.0 -0,3 -o., -0.4 ..0.4 •1,4 0 
:x 

Ambulato,y 8u,vi0Gi Oeotn --4),0 .0.1 -0.1 -0.2 .(),2 -o., -4>.4 •i:8 . 
lnlel'letJOM -0.1 .0.1 -41,2 -OJ .0.3 -o.a .o.a .. 1.• 
!)ctanalon of Part 8 Pflmb'II It 31.M41 -a.2 ◄.1 ..S.t "1,9 -1A ... a .. ,2.1 "16.t 
lncom,....,atld P•l1 8 pttmfum C),0 .(),4 -0.7 •1.2 •1,5 •1.7 •2,0 .. 7,e 
Tott1.tklbtla•G 41 ..a.3 •10.3 •1it.t ..., ... •2',I -28,8 ·110,5 

tub .. tt,..MtdNN Pana A•nd a: 
P.,.-nent tot Home Health &ervtoea /14 0.0 •1.4 -2.a -2.8 -u 4.6 -4.1 _.17,3 
M1eto.r1 8econcf Paytr 0,0 0.0 o.o -1.3 .. 1,4 -1.e -1.8 -e.o 

Yota1. 81o1Mth H 0.0 -1,◄ ..a., ..-.a ◄.• -1.a ., .. . •12.I 

!Chang• Iii Med_,. OVtl~• wio f •O•Sdl .a.z ·161! 41;) · ..:11.1 -41.1 ..aiJ -ei:i ►Ht.a) ... 
0 I A::=:t:vJar Payment ReduoUorw ~,G 0.0 ◄.a .. A ., .• -IA ., .. 4f .ii . 

,11....,-1 ~•• otPNnl!um1 

[Chlnl! In MtdloaN ~ut:191 wtt" Fal-&efe -,,1 -11., -21.1 48.8 -41.2 -459.1 -11.1 -270.if 
-~I! 

MandnlfV Appn,pr11Ucna to OMI! 
Truet f=°II nd 0.0 0.4 o.e 2.0 3,0 4,0 e.a 15.8 

hr1bt2b.~ 01 :18 PM 10/01/9t t °" ,, 
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· .lcare Propoeal (based on specs throug.): Preftmlnary CBO Staff Estimates • 0 
n 
>-! 

tw Wtoll YHr,, In blllon1 of dolett j 1M 1tM 1ffl 1... 1111 IOOO gt IOU TGCaf I 
151 

-------■uwaw-•■14 .. -• --••-- ■--ir:=-•------••••--•• ■----•- •-•--•----••-••e■aa ... 
I 

CONPNIION OF IP!NDINO UNDERfflOPOSAL Wffli CURRENT LAW 8Pl!NDINO 

o..ou Mand&to,Y Outta,lfor Mtdloa,. Dentftta 
eurr.nc Law, BR bMetln• 177.e tQ8.8 219.1 240.1 
Ptopotld lawwtlhout ....... 177.8 1ei.e 208.0 223.0 
Dlffarenot o.o -e.o •11.1 •17.1 

u11: Plat P•rt a p,.mfun,a 
Cf.mMII I.aw, BA NttllM .. 20.1 •20.3 •22.0 •24,8 
Pi,,pottd ~ YMlout faUHlfl -20.1 ..n.e ~6.1 -28.4 
Oiffet.noa Cl.O •3.2 ...c.i ..a., 

Lt .. : Cnoonl~ Par& a PNnalum, 
CUrentlaW o.o o.o 0.0 o.o 
1'1q>oNd ~ wllhout rauur, 0,0 0.0 .0.4 -4.7 
Offlerenct 0,0 o.o -0.◄ •0.7 

Nit Mandatory Outtava Without Falllefe 
O~nntLIW 167.7 178,3 ,,r.1 211.8 
Ptopoltd Ln,wRhout f...._fe 107,7 170.1 181,& 194.0 

" MedlOI,. ouna~ 
wletlout • ...,. 0.0 at.I ·1 • .a1., 

Net Maftdatory OUtAar• WHtl •••'-•'• 

Propotec:1 Law v.1tt'I r.n-ufl 107.7 170.1 181.5 181.8 

rchll\li ln Net Mtdloare O~ap 
wlh F1J11.r• o.o ... , -11.t ..... 

hrtbl2b,wtc4 ◄ o,e 

mo ffl,7 11◄.a 
288.0 255.◄ 114.1 
-a.o •'2.3 ..a.a 

-29.1 •27.3 .. 7 
-S1.0 -34.8 •38.6 
·4.9 .,.~ -t.8 

0,0 o.o 0.0 
•1.2 .f.6 -1.1 
.. 1.2 ·1.8 .. 1,7 

237.0 290,,4 28e.1 
200.e 210.1 23,4.7 

-St.1 -41~ .. . 
1rr,e 2\1.2 228.3 

48.1 .. ,.1 ., ... 

M4.8 
zee.o 
-48.8 -1n1.a 

-30,1 
..u.e 
~12,7 -48.1 

0.0 
•2.0 
•2.0 •1,8 

,1.-.? 
25f,2 

.. . •2Sl.t 

2◄J.e 

•71,1 .m.2l 

(D 
(/1 

~ 
w . 
w 
w 
.., 
,0 
0 
:I . 
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dlcara Proposal (based on epece ttiroug&): P,ellmlnary CBO Staff Eattmatee • 
0 
n ... 
I 

,,. m 1dolll,. 1 "" 1 r 1tta 1• IOG aooa Toe.I s ... 
FOOTWOTEI: 

/1 Th ... ,ttmn, IIMMne that fhaf leg1ttlhe 1119,,ag, woulf meet IOONkeepfng requ(remtnCI, 
fZ eatmlle__.Mftw, 
/3 P•~•ntt w. Nduoed 20,,, In te; 21~ In 17; lnCI ~ In IWDNqUlnl ,..., 
M LegtMlM ltnoua,. mutt ltfr:ndat• tll1 lhl Ndltlltbutloft for --,,tlont v.1ll ftOl a>ood 1°'6 d tDMll-1-1 paWffitntl ,no that ttllt It an 

doOl1k>n laaue, not• provtelon hit lnorNN• telrrk'ttmentt. 
/8 Dolt nol lndudt er- of provillon to eln\Jnltt ,-ymenta tor ,-ldtnta an.r ftlll l'Nktency pe1'od. 
/0 1h11 tedmllle M1411nN lhtt lht p,oivlJlonwlll ody b• ll)p116d lG e,deflno LTC fldltt.l1t. 
rr 1Nt .. p,obabty budget '19\lfrel IF ....... It PIV'lkl•d M dlrllH 1'8 lnlent II IC> Qrandfattwr •>ddno '°"O tann en hoepttalt that IC'I oun-entty 

located dlln or on UM eame ca,npn n t,e "acui• an PP8-relattct' hoapltlL 
,e Th1• p,o¥111Dn would COit appn»dmat,ly 18 d llon per y&II. 
19 Thi• pnwlslon •• bYdget l\eutra tr~ hotpllall cu,rena, deiJgnaltd H EACKIRPCH v.111 have 1hl• dttla,,afton and no oCher 

hotpltJllfadlltt Olf1 be deslgMted .. ti.rch. 
110 Thil •Mlntllt v.11 bt l'tduoed Nlbltlntlaly !f lh• pollcy la to cover onrv Part 9 Htvlc.. 
/11 BaMdone.n.tt prof)OM1, act,1ut1B-2, . 
112 Thia ..um.1111M1me• PPRC NoommenHd propot8', cumu1a\lve tptndlne t1,oeta et OOP+2. I .~ update and \llrgtC Nduc:Uon fn 18. 
/13 Tl\11 line lnculN 11~ a,mu1l upd• forptoltheticl and oruioctc,. · 
/14 8Htd on Btnltt propoalf, eo<ceP1 MB-2. 

NOTl!I: 

1. o.«1 mty not tllM to totat becau1e of rouldlng. 
2, TheM utlm11el Hunt an «lldm•nt clat• of ~bar fl, i995. Thi ...... would Chang• ff Vie PN>f'ONl·WII ... Oltd at I faer dlle. 
3. Thtll NUmalN are b•Md on dreft ltgltlaM langu.oe •• of .. 28 and a&mtqUtnt c:hlnOla •peoJhd b'/ COmmlUN .. . 
4, Th• e«ecu of rriedle1I N¥1np aCOIR y,rovlslOn n •mboded In the M•cllc«re Olok» ine. 
e. To.__..,. that t1e11111 care prcwtderl.,. Ible 10 otr..c tower NJmbw,..,,..,.. by d•111 QOI" to oiler pqera_ fednl NWnuot ooa,ct rau. 
o. TheM ttt1mate1 do not tncorporn d\angla ln dllcntlonary lpeftclAI fDf' actnlilfrdon. 
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· tcare Proposal (based on apeca throu.9): Prelmlnary CBO Staff Estimates • 0 
n .,. 
I 

na of ~fl 1118 1111 1 1M 1 I001 2002 
- II) ... 

I 

COMPAR\SON OF IPl!~IXNCI W11Dl!R PAOPOIM. WITH CU~T LAW W!M>MCI ID 
(11 

fl) 

GtoM Mandat«y Ouetap fot Nedloa,. ,.rt A BIMfll ~ ,_._,. (.,) -
(.,) 

currant Law. BR bueWn• 112,0 121.7 13G.2 14'e,8 1ae.e 170.7 
(.,) 

1a:s.e 187.1 
Propoted_ Law 120.e 128.4 . 131.a 144,1 152.1 1e1.• 171,2 

'11 
,0 

Offlwence -3.1 "'·' ·10,3 -14.4 -111 ·21.8 •20,t 
0 

-tC0.3 x 

GroN Mandatory outtar• fw Madloet Part B BIMflt9 WUttoul Falfllf• 

Cotntl\t Law, 8R blHlne 86,8 74.t 83.9 93.8 10f.O 117.0 111.2 147.7 
PtcpoNdlaw 7).0 71.5 88.7 84.0 102., 1n.1 12◄.e 
Olfterenoe -2.0 -4.a .e.a .10.e -1◄.2 -18.2 •22.8 •79,0 
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Questions Americans Should Ask Newt Gringich and the 
Republicans About Their Medicare Plan 

September 15, 1995 

1. According to Republicans, the reason for cutting Medicare spending 
by $270 billion is to "save" Medicare from going bankrupt. 

How much of the $270 billion in cuts goes to "save" the 
Medicare Trust Fund? 

2. The New York Times reports that there is an $80 billion shortfall in the 

2. 

Republican plan. 

Is this true? 

How are these savings going to be achieved? 

Who will bear the brunt of these secret cuts -- the beneficiaries? 
inner-city hospitals? rural clinics? Who? 

The Congressional Budget Office has reported that Medicare cuts of 
this magnitude end-up being shifted to families covered under private 
health insurance. 

How much will private health insurance premiums rise because 
of these Medicare cuts? 

3. Earlier this year, Republicans cut taxes to upper-income seniors that 
will result in a loss of $87 billion to the Medicare Part A Trust Fund 
over the next decade. 

Has this money been put back into the Part A Trust Fund in 
order to protect its solvency? 

4. If Medicare's solvency was of such critical import to Republicans, why 
did they make no mention of it during the entire health care debate in 
1993 and 1994 ?" 
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5. 

Furthermore, why did they oppose reasonable Democratic 
efforts to slow the growth in Medicare? in that debate? 

If Medicare's solvency was of such critical import to Republicans, why 
was there no mention of it in their "contract with America?" 

PART B CUTS~ 

1 . News reports indicate that the Part B premium will double under the 
Republican plan between now and 2002. 

Is this accurate? 

How much will the Part B premium actually be? 

2. How much of this increased premium seniors will pay out of their 
pockets will go back into the Medicare Trust Fund? 

3. If seniors on a fixed income such as Social Security face a higher 
premium, where will the money come from? 

4. Currently, the Medicare and Medicaid programs build on each other in 
providing coverage to seniors of modest incomes. 

As such, Medicaid covers the Part B premium of seniors at or 
below 120% of the poverty level. 

Will this protection be maintained under the Republican plan? 

In addition, current federal law provides protection for seniors 
with incomes at or below 100% of poverty by covering their 
deductibles and copayments. 

Will this protection be preserved? 

If these protections are not maintained, won't low and moderate­
income seniors be forced into HMOs? 
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5. Couldn't seniors actually lose coverage for doctor visits and outpatient 
services if they can't afford the Part B premium? 

6. Why are Republicans going to raise premium taxes on upper-income 
Medicare recipients if they are going to just turn around and give the 
money away in tax breaks to some other group of upper-income 
Americans? 

7. If we are going to means-test the Part B premium, why don't we put 
the money toward strengthening the Medicare Trust Fund? 

MEDICAL TRAINING 

1. Under the Republican plan, will funding for training our nation's 
doctors be cut? 

Who is going to pick-up this cost? 

2. What will be the impact of the Republican policy of ending payment for 
international medical graduates on inner-city hospitals which are 
heavily dependent on these individuals for providing basic medical 
services? 

CHOICE 

Do the Republicans intend to provide any transitional assistance 
to these hospitals? 

1. Republicans claim to expand choice for Medicare beneficiaries, but it 
seems that their plan will in fact damage the choices already available 
to beneficiaries. How is choice really expanded? 

• 

What doctors will they be able to see under the Republican plan 
that they cannot see today? 
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2. 

3 . 

If payments to doctors are dramatically cut, as it appears the 
Republican plan will do, won't the number of doctors willing to 
participate in Medicare decline, and drastically? 

Over three-quarters of all beneficiaries already have the choice of one 
or more managed care plans, many that offer added benefits like 
some prescription drug coverage and eye glasses. 

If the payment to these HMOs is reduced by 24%, won't the 
"extras" offered by these plans disappear? 

Won't this have the effect of reducing the choices available to 
seniors? 

Reportedly, Medicare payments to contracting HMOs will not be set as 
they are today -- based upon the costs of treating Medicare 
beneficiaries in the area served by the plan. Instead, HMO payments 
are going to be capped in order to match the Republicans' budget 
goals. 

What happens if the capped payment to the HMOs is insufficient 
and the HMOs run out of money? 

Who picks-up the tab? 

Will beneficiaries have to pay more? 

After all the "extras" are gone, will managed care plans ration 
care? 

4. In prior years, the Congress has considered a medical savings 
account (MSA) option under Medicare but concluded that such a 
proposal would actually damage the Medicare program. 

Won't beneficiaries who are healthy and wealthy enough to take 
the risk opt for the MSA, leaving the sick behind? 
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If this is done, won't the Medicare Trust Fund lose millions of 
dollars that would otherwise be available for beneficiaries when 
they are sick? 

CONSUMER PROTECTIONS 

1. Are there any changes to the beneficiary protections provided in 
current law? 

2. It is rumored that the quality standards in effect today for nursing home 
care will be eliminated. 

3 . 

Is this true? 

Horror stories appear constantly in the press about managed care 
plans. 

Are there protections in this bi ll against these abuses? 

Are the beneficiaries protections introduced by Members on both 
sides of the aisle included in the bill? 

If not, why not? 

4. The Republican plan states that managed care plans must meet 
"solvency" standards. 

What about the other standards that are in current law? 

5. The Republican plan apparently proposes to let unlicensed networks act as 
insurance companies. 

Is this true? 

Who will oversee these plans providing services to Medicare 
beneficiaries if they are not licensed and supervised like other insurance 
companies? 
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OVERVIEW, REPUBLICAN MEDICARE PLAN 

PROPOSAL 

Traditional Medicare/keeping commitment 

I. Average payment per beneficiary will 
rise to $6,700 in 2002 

2: No change in copayments, 
deductibles. 

3. Keep premium at 31.5 percent 

The better Medicare - more choices 

Choose between traditional Medicare and 
private sector options in new Medicare Plus. 
Any private insurer who at least covers 
Medicare benefits and meets consumer 
protection standards can apply. Options 
include: 

I . Coordinated care - must meet 
solvency, and offer minimum benefit package 
equal to that of Medicare --

2. Medical savings accounts - high 
deductible policy plus MSA deposit. 

3. Provider service networks -- meet 
solvency and marketing requirements. 

4. Per beneficiary contribution adjusted 
for age, other factors, indexed to specified 
growth rates. 

5. Plans agree to take all applicants. 

COMMENT 

That is a cut of $1700 per beneficiary 
from CBO baseline 

Current premium analysis 

Multiple choice of different types of plans 
with different benefits raises conswner 
infoID1ation/ comparison issue, and adverse 
selection issue 

What are standards -- implies that they may 
not be same as current?[Note - health plan 
quality, access, beneficiary protection 
standards issue may be an underlying 
weakness] 

This means that it is not the standard 
Medicare benefit (which is promised in 
introductory language) 
Adverse selection - Tyson argwnent 

Standards issue again 

How tight index? This means that $ 
contribution unrelated to benefits - buys less 
and less -- and beneficiary pays more and 
more in premium -- balance billing at 
premiwn level 
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Waste, fraud, and abuse 

1. Reward beneficiaries who report Much of this already occurs today 
incidences 

2. Require SNFs/I-IliAs to provide cost 
estimates up front. 

3. Imposes significant penalties on those 
who defraud Medicare 

Seeking value for the government as a 
health care buyer 

1. Phases out funding for residency What happens to hospitals, areas that rely on 
programs for non-citizens and these providers (NYC issue) 
graduate education subsidies that draw 
doctors into highly specialized fields, How deep a cut -- what are specifics 
targetting funds on primary care. 

• 2. Provide doctors options. 

3. Enable doctors to escape paper burden Does this mean allow balance billing -- either 
and restrictive payment rules in standard Medicare, in within health plans? 

Affluence testing for subsidized premiums 

1. Single seniors with income over What is maximum%? 
$75,000 and couples over $150,000 
will pay higher premiums 

2. Gives states the ability to reduce costs 

Guaranteeing solvency through failsafe 

l. Set growth rates by provider type Th.is is the cost containment. What are 
growth rates required to achieve targets? 

2. Monitor, revise payment updates to Have we ever achieved them? 
reach target Black box - magic 

' 
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TO: 

FROM: 

DATE: 

RE: 

HEALTH CARE FINANCING ADMINISTRATION 
OFFICE OF LEGISLATIVE AND INTER-GOVERNMENTAL AFFAIRS 

M E M O R A N D U M 

John Callahan, Jack Ebeler, Jerr.y Klepner 

Debbie Chang 

September 14th 

Issues, Implications, and summary of House Rep. Proposal 
-•c--=---•-=•=-•=--=s- ac- -aa--a=--•---=---2---~--=--=------••=----~ 

Attached is a document which discusses issues and implications of 
the_House Republican "proposal." 

Sharon Arnold can be reached at 690-5Jo·s and Peter Hickman can be 
reached at 690-5950 for questions . 

cc: Bruce 
Kathy King 
Christy Schmidt 
Karen Pollitz 
Jeanne Lambreaux 
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DRAFT September 14, 1995 

summary ot Provisions and Issues 
The House Republican Leadership•s 

"MEDICARE PRESERVATION ACT OJ' 1995" 

1. Retaining Traditional Medicare--Aurnm•ry ·of Provisions · 

♦ Beneficiaries .automatically enrolled in traditional Medicare 
unless they choose a Medicare Plus Option. 

► No changes in deductibles or coinsurance 

► Increase Part B premium to 31.5% of projected program 
cos~s {see increase in premium for high income 
beneficiaries in Section 5) • 

· +· Average per beneficiary spending will increase from $4,800 
. in : 1996 to $6,700 in 2002. 

♦ 

Retaining TraditionJl Medicare--Issues 

-The MPA cla·ims to allow beneficiaries to remain in . 
traditional Medicare • . However, under the MPA· physicians 
could serve beneficiaries enrolled · in private fee-for­
service ·plans, MSA/high deductible plans and provider 
service networks. There is no indication ·in the proposal. 
that beneficiaries would have extr~-bi'lling protection under 
these plans. If a significant portion of physicfans- in an 
area begin serving beneficiaries only ·through these 

-alternative ·plans in order to avoid extra~billing limits 
under traditional Medicare, choosing to remain in 
traditional Medicare will not be a •real• option for 
beneficiaries. 

2. Increasing Choices--summary ot Provisions 

· ♦ Ben~ficiaries may chpose from several private sector options 
in a new Medicare Plus system; 

♦ Each year, beneficiaries would receive a booklet describing 
approved plaris available in their geographic area. All 
plans must meet ·consumer protection standards, cover at 
least Medicare benefits, and meet solvency standards. 

♦ The federal contribution would be adjusted £or age and other 
factors. Each year the federal contribution would increase 
according to specified growth rates. 

• All plans must take all applicants; applicants cannot be 
involuntarily disenrolled by the plan. 

♦ Options include: 
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♦ 
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► 

► 

► 

Coordinated care plans. These plans (e.g., HMOs, PPOs, 
POS) may reduce out-of-pocket expenses and offer 
additional benefits. 

Medical savings accounts CMSAsl. Referred to as 
"Medisave", these accounts would provide a high­
deductible insurance policy and a cash deposit to the 
MSA that would cover a significant portion of the 
deductible. The policy would have no copayments, so 
beneficiaries would be assured a limit on their out-of-
pocket costs. · 

Beneficiaries can spend their Medisave funds for 
whatever medical needs they have or use them to 
purchase long-term care insurance. 

A beneficiary could use MediSave funds for non-health 
related purposes as- long as a minimum balance of 60\ of 
the high deductible is maintained. Funds used for non­
health care expenses and interest .earned on MediSave 
accounts would be taxed as income. 

The high-deductible amount would be capped. 

Provider Service Networks. Doctors and hospitals could 
form networks without being licensed ·as -an insurance 
·company or ~anaged care company. 

Private fee-for-service plans. While not addressed in 
the general description, the· attachments indica,te that . 
private· fee-for-service - plans will also be available. 

Increasing Choices--Issues 

Under the MPA, the federal contribution is based upon a 
·.fixed amount increased in subsequent years by a fixed growth 
rate. Based on the per . capita spending amounts assumed 
under the Budget ·Res.olution, the growth rate for the federal 
contribution ·would be far than less projected per capita 
growth rates ·for traditional Medicare. and even private 
health insurance. Thus, ·it appears unlikely the fixed 
contribution would be sufficient over time for beneficiaries 
to purchase their plan of choice without incurring 
significant out~of-pocket· expenses. In addition, it is 
questionable whether adequate nwnbers of private plans would 
participate in Medicare Plus system if the federal 
contribution is inadequate. 

The MPA states that lhe federal contribution would be risk 
adjusted for age and other factors. However, development of 
reliable risk adjustment methods is in its early stages. 
Ris k adjustment will be critical to ensure that plans are 

2 
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♦ 

♦ 

. ♦ 

• 
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not penalized if their enrollee population is sicker than 
· average or rewarded if their enrollment is healthier than 
average. 

In order for beneficiaries to compare competing alternative 
plans under the Medicare Plus system, they will need 
comparative information quality as well as price, network 
composition, benefits, cost-sharing, and other factors. 
comparative information on the quality of care provided by 
competing plans is difficult to measure--but of vital 
importance to potential enrollees, particularly if they can 
only change plans on a yearly basis, as proposed in the MPA. 
The need for reliable quality of care assessments is of 
particular concern to Medicare beneficiaries, because they 
are -more likely to be alone and frail and, thus, unable to 
navigate the bureaucracy of a managed .care plan or to have 
others do so on their behalf. However, development of 
reliable methods to measure quality of care is still in its 
early stages 

rt· is unclear in the MPA what entity would ensure that 
standards (e.g., consumer protections, solvency 
requirements, - marketing standard5) · would be met by plans. 

The Medical Savings Account option could ·lead to a self­
selection bias aga-inst traditional ·Medicare, with healthy 
·individuals choosing the MSA and others left in the 
traditional Medicare program. · 

► . According to the Medicare Continuous History sample, 
average per capita spending in 1993 for was ~1 . 486. 

► 

► 

++ Within this sample, however, 55 percent of the 
beneficiaries had less than $1,000 in 
reimbursement in the previous .three years. For 
this group, average per capita sp·ending in 1993 
was $1,598, only 46% of the average for the entire 
sample. 

++ There was also a large group, 24 perc~nt of 
sample, that had no reimbursement made on their 
behalf in the last three years. For this group, 
the average per capita spending· was $1,122 o~ly 
35% of the average for the whole sample. 

Thus, a MSA Option for Medicare could potentially be 
costly to the program if low cost beneficiaries opted 
for MSA's. 

W~der this scenario, the per capita cost of providing 
care in traditional Medicare would escalate 
dramatically since the costs of care for sicker 

3 
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beneficiaries would be spread across a smaller base. 
This escalation in per capita spending resulting from 
selection could trigger provider cuts under the "fail 
safe" provisions further destabilizing traditional 
Medicare. 

There is no indication that the MSA option is a one-time 
choice. If beneficiaries are allowed in and out of the MSA 
option selection problems will be even worse. 

3. Waste, Fraud, and Abuse--symmary ot Provisions 

♦ The Department of Health and Human services is provided with 
· the authority to ~eward beneficiaries who report instances 
of waste, fraud and abuse. 

♦ SNFs· and Home Health Agencies would be required to provide 
up-front cost estimates to any patient. 

♦ Significant .penalties imposed on anyone who defrauds 
Medicare. 

waste, Fraud and Abuse--Issues 

•· A large proportion of beneficiaries currently re2ort_. 
instanc~s of .waste, fraud and abuse. Providing rewards to 
beneficiaries who already do so would result in added costs. 
This provision would also be administratively complex. 

• 

•· Government as a Health care Buyer--anrnrnary of Provisions 

♦ Limits updates for hospitals and physician services 

♦ The bill phases out funding for medical residency programs 
-for non-citizens and graduate medical education funding 
subsidies that draw doctors into highly specialized fields, 
targeting the funds for primary care. 

♦ 

Government as a Health care Buyer--Issues 

In generai, we support both the goals of reducing the number 
of residency positions in the U.S. and focusing more 
resources on primary care training. However, in any policy 
which focuses on reducing or eliminating the number of 
international medical graduates we would be very concerned 
about the impact on hospitals which rely heavily on those 
IMGs for providing services . 

4 
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♦ 

s. Income-Related Premium--snmmarv of Provision 
I • 

Single beneficiaries with incomes over $75,000 and couples 
with incomes over $150,000 would pay h i gher Part B premiums 
lnstead ot receiving a subsidy from the taxpayers. 

Income-Related Premium--Issues 

6. ""Pail safe11--s11rnm11rv ot Provision 

♦ The MPA would set spending growth rates for provider 
categories such as inpatient hospital services, physician 
services, home health care, durable medical equipment and 
laboratory services. 

♦ Each year the Secretary of HHS would determine if the level 
of .services. being provided would exceed designated spending 
growth. If it would, the Secrgtary would reduce payment 
updates to guarantee that spending growth targets were met. 

♦ 

♦ 

· 11Fai1 safe"-- Issues 
It is unclear how a target system would work in a world 
where enrollment in the traditional Medicare would be in 
flux and where traditional Medicare would be subject to 
significant adverse selection. · 

To the extent that provider payment updates are unreasonably 
low, the viability of traditional Medicare is threatened. 

The attachments to the general description also note the 
following provisions of the MPA: 

♦ 

♦ 

♦ 

Repeals of Stark I a~d II "excessi ve" regulations 

An advisory commission on Medicare 

A commission to recommend Medi care policy changes to prepare 
f or retirement of the baby boom generation 

5 
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INTRODUCTION 

According to the Meru:aaJP Board ofTnmccs, which farlnodes three Clinton Administtatim 
cabinet secretaries, Medicare ?m:rt A next year bclins spcndini oact more than it takes in f'or the fim 
time in the pro&ra,m's 30 yea; =mory. By 2002, the Trust Fun: ~"flill be bankxupt. 

lf the Pl'.O&ram is ~ the T[QSUI)' can not ism-- drr::ck:s to pay hospital bills. If nonin1; 
is done. the health care of rnif uwms 11f cunmt beneficiaries and miiilliom more nearing retirement who 
have paid into the system all m=ir' working lives will be thteat-- red Bankrupting Medicare is . 
unacceptable public policy. 

Republicans propme 11 ~e. prota:t and streuda Mlicdicarc with the Medicare 
Preservation Act of 1995. J,:gi!js)arivc lquage and b\Jd&eCm! sc::arin& ~ not presently avaiJabk, bum 
the following outline covers ~e,,olicy options contained in 1b: biiilL 

THE ~ICARE PRESERVATION ~CT OF 1995 

tt The Medicare Ptcsc,mtion Act of 1995 (MPA) will p:ua::ave the sy$tem for current 
_ciarics, protect it for im.tme beneficiaries, and strcn&1h= n.tJh:~u.&h reforms that have womd irin 

pnvatc sector. 

Lei\slation to save \lriir.vc from bankruptcy rewhl:s zmound six key components: 
1. Keeping our &ovemmc:zrs c:a,mmitment 10 traditional Mdiczare. 2. Allowing seniors the mm 
health care choices avaiJab"e tao other Americans. 3. ROCJtia. omn mnpuit :waste, fraud and.abm:. 
4. Maxirnizing the taxpayc:s' =.acalth care dollar. S. Affla::m: t=stina for taxpayer subsidizccl pmninums 
6. Guaranteeing solveocy maou&h a bwJ&etary Mf'ail sarc• pt.tYkisioa. 

[Polley proposal.s a-r ?:in italics). 

t. TRADmONAL MEDICARE: KEEPING OUR COMMilITMENT. 

Just as Republic.am paromised throU&Jiout the ~JfflO:C. imaditional Meditate will coEitinm ta r be 
an option for all cum:ut mi fiimure beneficiaries. with four bJp,ortant up:cts: 

► 

• 

► 

• 

Avtrageper ~q,cndingwill rise from U,!OO•i in 1996 to .S6,700 In 2002. . . . 

No change in copq,,manlS. 

No change in d-tbctrlibles. 

No change Ill th. an nnt rate for premiums. 

Today. premiumsm:::31.S pcsc:ent of Part B com. Prc::miums will continue to be c:alcdatccd that 
way. so that they will m.c:nne sli&}itly evcey year.just as tx:,,·r.havc done since the inceptioncith= 
program. 
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The bill exposes the sbamelm r:car txtic:s of the past few mom:::s .s.:md the lie that premium 

-= -= ,a.-ould rise by $2,000 per )Ur . . .\o.ccol"CIJn& to the Congressioul Blalld&et Office, the difference 
z ~ een President Clinton'• propesacl to drop the cumnt 31.5% nae tao 25~. at current spend.me 
-u and maintain.inc the CQ11"Cm rmte at lower levels of increased spamdin& amouna to only s, 
::.:10 ~r month, per beneOciarJ". Annd beneficiaries will not fa.cc m:! i:::macase in deductibles and 
::::sa, 111CUlS. in contrast to the mom!i:s o Df dema&o&UCY. 

For .'Jedicare beneficiariu whao wam to remain In tlw aistbrf .a;mcem. lrzeping it u tU si"'P" 
=::iJecl::ing a boz every .,,_ar. 1ndad. i:it 's as simpl, as not cMc/cing a im::r nay ~ar. since iaUun to 
%10Se rU'111u in a b1neftcla,y ·$ tUD1lfllllZlic DVoll~nt In 1raditlonal Mttiit::ia:zre. 

IEE· BEi l Ea MEDICARE: GRVING SENIORS MORE CSOJCTES 

. The MP A would root out~~ md bring private ,ector cf5c:icc:ry to the system. First, tlw 
=:-: lets .VuJJcar, beneficiariu ~e bctwen traditional M1dl.car1 aa::.d sewral priYatt sector 
::::ums bl a new Medicare Plia p'/Ja ~very year. benefici.arlu wi/11e.:ctire a booklet dacribin8 tJ:,,e 
~awd plans available In tlwlr ~ - Any prtwzte in.no-,,. who·« l.usr CJ:DVUS rlw Medicare benejir:s 

E
nnan,r protection stOM1aardl am submit an appllcaiionftr ~ Muiicare Plru booklet. 
will simply clwct off* FPlan of tMir choice. If a~ m.aku no choice, 1w is 
enrolled infee-fo.r-su ,ic:iz:e Medicare. . 

. The Medic.me Plus pr.ogl°m wiiill off~ a wid~ ·range of.~oic:ics Jj s:s:moa. 

...ord.in.ated Care. Coordjoate:d cm:re companies arc likely to oftl:r .r.emal options for seniors. In 
:mosing a c:oordinated ·carc plan. a s=:mor ~ght agxec to a. limited cb::icn: l)f physician., or other 
:-:-t"Vidcrs in mum for more bcnetb d:man Medicare now offers. SMch ':,amefits could indu.dc leu DIii• 

~k.et crpensu for coi1LS11Tana arcd tkdz.,ctiblu. and/or addtd beaji:its lih outpalttnt prucripttoc 

1 
::.::;zg:s. IN'nenriv, can, qeglcwts tni..:J. hearing aids. 

All coordinated car, plans .aaat l'IUet solvcnq rtquiremara • .:az:.d offer a minimum btne/il . 
=kn8e equ,al to that of M,dlazn. · 

,• mdil"tl Savmp Acco1Ulta. TbeY=icare Plus pro&rim will also a==:::t a Medical Savinp Acco111111 
~ve) option to all seniors. .l stmrlor choo.rtng Mtdlsaw wall1d :a=,r a high-deducttbl, ilUW'tDftZ 
·=~ along with a cash tkJJQ,rit ii al Medical Savings .4cco11111 that w:rti.uid cawr a stgnljlcant porti~ 
-· -:--w deductible. Tnt hlglr-d«dvrrtbi~·c policy would have no copayme,ir;. so that seniors would be 

--=wruJ a limit on thelr oUl-o/-podzr.l co.m--a quality many are liJzl:). :o .:r.find attractn,e. 

Seniors choosin& this optim ~uld have complete control ov:c:me dolla.rs they spend on 
~ medical care. They could make important medical decisiam--.m::h their doctors, without 
~ about an insurer's or ~•s payment policies. 11,q c.ar s;:spertd their fonds for whalntr 

-ii!:aalical ,wed.$ they NZW or use than ?..10 pvrchast long-tum af!' ~ 
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A beneficiary could ta/ct fonds our of her Medisav, account for non-health related purposes as 
long as she maintains a minimum balance of 60 percent of he, catastrophic Insurance deductible. If 
tJi.fands are ustdfor non-health care upemes, th,yare la%td as income. All interest earning, would 
be considered tazable income. · · 

The maximum dtductlble would bt copped to insure connuner protection. 

Provider Senicc Networks. Doctor, tl1td hospitals will be allowed to form provider strviu Mtworla 
to covu Medicare benefit,, without tM insurance company or managed care company as 
inJermedlary. A grollJ) of docrors or hospitals thal forms a network \tf!Ould be required to meet 
solvency and marhttng reqvirtmenu. 

Per beneficiary contributions will be adjusted/or a,r and otMr factor,, so that M1dlcan ls 
providintfand.r according to Mtd Each year, _th, per b,Mjiclary conJrlbutton will Increase · 
accordint to specifttd growth rares, utabli.shed to ensure tluzt Mtdican remains solvenJ. Ewry plan 
participating in Medicare ·must agree to tah all appllcanlS and allow evuyone to -stay In IM plan as 
long as they want - no one will be shut out dut to an lllnus or a pre-uisttng condition. 

3. ROOTING our WASTE, FRAUD AND ABUSE. 

Ask just about any senior who has used the Medicare.system and they can tell you why 
Medic:arc spcndin& is out of control. The system is riddled wi'11 waste, abuse and outright fraud. In 
hui1cimf.s of town ball meetings and tens of thousands of letters from angry seniors~ llepublicaris · 
listened this sprina and summer to story after story of a Medicare system that needs peater scruiiny. 

. Whether it wu the stoiy_of I woman who went into the hospital for eye suraery and was chaqed for an 
autopsy, or the 1entlcman who was charged $14,000 for a thn:c and a half hour hospital stay, the 
message from seniors all over American is the same: Oet rid of the fraud and abuse. · 

The General Accounting Office notes "Since Medi~ wa.s enac;ted in 1965, the delivery of 
health care services bas become more complex. but Medicare's fraud and abuse controls have not kept 
pace." In other words, like much of the Medic.an: program. 1he enforcement component bu not 
adapted to the new realities of the health care awket. 

Market incentives and private sector competition u described above are not enough to clean up 
fraud and abme. 1be Medicare Preservation Act will enhance 1he enforcement S)'$1Cm and give 
patients incentives to~ their bills for mistakes. The M,dicar, Prutrvatlon Act provldu IM 
D4partm,nt of H,altlt and Human S,rvic,s tht authority to reward beMficiariu who report lncidencu 
of wast1. fraud and abuse. 

The ·bill would rt'{llirt sldlltd nursingfacililiu and hotM Malth agencies to provld. cost 
utlmatu up from 10 any patient, btcmue making pricing publicly available guards agailut latu blU• 
padding. T1t, plan also imposu .rlgniftcant po,altiu on anyone who dtfrauds Medicare. 
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The Medicare Preservation Act 
Myths, Facts, Questions and Answers 

THEPROCESS 

r-.!00/.:;J. 

MYTH: You're rammina·ws bill through without any real hearings. . 
• Since the TNStees' report came out in April. we've had dozcas of hearinp and heard . 

thousands of pages of testimony. · Outside Wubingu,a. llepracntatives have been uJkin1 10 
seniors. providers. hospitals and insurance companies, explainin1 the problem and looking 
for advice and solutions. 

• This bas beea an opea process. and will coatinue to be as we work through the bill in 
committee, oa the floor. and with the Senate. . 

Q. President Clinton is going to veto this bill. Why &O through all this? 
• President Clinton admitted Medic.are is goin1 broke and it must be changed if it's to be · 

around for our senion. I truly hope he doesn't choose politics over securing Medicare's 
future solvency. · 

Q. What's wren, with Ross Perot's idea to try some of these reforms as •pilot projects?• 
• Medicare is in cntical condition. And W1less we enact these reforms, Medicare will be 

bankrupt . 
• We aren't t forcing new ideas on anyone - instead of bureaucrats deciding what s-bcst. we re 

letting 37 million seniors and disabled Americans make their own choices. And for those 
who don t want to cba.oge, traditional Medicare will remain as an option and seaion will 
alway, be able to switch back to it 

HOW SEN(~ Will BE AFFECTED 
MYnC You are orcing people into HMOs. · 
• Senion will have the option to stay in the current procram. move into a private fee.for• 

service or manaacd care plan. or pur.chasc a MediSave Account. No one will be fmancially 
pushed into any plan - it's up to each senior to decide what's best for him or her. 

MYTH: If premiums increase, the practical effect will be to force people into managed car~ 
whatever their cboiJ;C. · . 
• In 7 years. seniors will pay betWeen $7 U1d $10 a month more than they would under the 

President•• budaet. We believe this is a reasonable aAd practical cost to ask from acnion to 
save the program Crom banbupccy. 

Q. Will seniors get a better benefit package than. they have right now? 
• Senion will be guaranteed the same bendats they have now, no matter what plan they. 

choose. But they will have the option to choose a plan that may offer, for example. 
prescription. drugs or eyeglas.sc:s, or preveawiw care or better hospital coverage in addition 
to traditional Medicare benefit!. Or, they may choose a MediSave account with a 

l 
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catastrophic policy that will allow them total c.onttol over their health care dollars. It's up to 
seniors to decide what's best for them. · 

MYTH: Managed cue doesn't work in areas like Nn1 America. 
• Tha.t's why seniors will have choices of many types of plans. We know that what works in 

LO$ Angeles won't work in rural South Dakota. 
• We're also going to make it easier for doctors and hospitals to network together, to provide 

health care at a better value. 

MYnl: The poorest and most wlnerable seniors won't be assured Medicaid will .cover their . 
nuning care. 
• luther than relying on Medicare and Medicaid interacting properly, we are streamlining the 

programs so Medicare provides direct relief to low-iotome seniors. 

MYTH: Seniors' out~f-pocket cosu arc going to ~ket. 
• Because Medicare is a top-down. govcrnmcat-daigncd pro~ seniors arc getting a raw 

deal. For example. their hospital - Part A- deductible is more than S700, and after l 
months, it's about S180 a day. That's far higher than private insurance. And too many things 
aren't covered, like pracription drugs and bearing aids, meaning 70-/4 of seniors have to 
purchase Medigap insurance.. at about Sl,200 a year. · · 

• We're offering cboica so seniors can choose a plan that offers low copaymenu and 
dedueuoles. And we're not increa.sin1 co-payments and deducubles for those wbo wish to 
remain in traditional Medicare. 

Q. Will seniors be guaranteed th~ can keep their owa doctor? 
• A senior choosing traditional Medicare will continue to have c:omplete choice over what 

doctors they sec. If'their physician is affiliated with a plan they like. they can choose that 
plan. If a senior opts for a MediSave account. he or she can coatin_ue to sec whatever doctor 
he wants. · 

MYTH: President Clinton's plan doesn't affect senion, and it makes Medicare solvcat Why do 
seniors have to pay for the &0vemmC1tt's sacw-u_ps? . • 
• President Clinton bu never submitted a Medic.are reform plm. His original budget simply 

let it go broke. We don't know what he plans to do - he talks a &ood game, but we've never 
seen any bill. 

• And President Clinton has used some funny math. If he used the wne fipcs we do, wbich 
are more comavative about i[0Wth rates and inflation rates, hi, savings work out to be Sl 92 
billion - not the S121 billioo he claims. In seven years, ch.at means the difference bctwcen 
bis plan and OW'S i. about a dime oa the dollar. 

Q. How will Semon sign up for these new plam? 
• Every year, the JOYcmmcllt will send sauors a brochure wt oudi.na the different optiou 

· available. This as bow federal employees mm i.DsuraDce choices each year. Bcllctiaarics 
wbo do aothing !fill automatically be enrolled in tnditioul Medicare. If' they want to 
choose one 0£ the new private plus, they just fill out a form in the booklet ud mail it m. 

· • After you're emollcd in the acw plan, you have a short time frame to change your mind. 
And then ever, year after that. you have the optioa to switch to whatever plu you cboosc. 

Q. Wbai if the voucher isn't enough to buy any pllA? 
• ]'bl$ is not a VOUCMr PfW'9ffl• The federal aovcmment is not simply going to give each 

eldetly a coupon and tell them to find their own insurance. Every plan that participates in 
Medicare will have a contract with the fedcnJ aoverament, assuring they meet consumer 
protection standards. Every panicipating plan must agree to ~ all apP.lic:ants. They cant 
ditrereotiate berwecn older and younger seoion, or bel'Weal healthy or ill sauors. 

2 
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• Right now, Medicare sp=aris about S4.800 per beneficiary. bn sa·en yu.rs under our plan.. 

~{edicare will spend about.:: S6. 700. We've worked with pc'O\~-iden and doctors. and they 
assure us that's plenty of mnoney for hiihequ&lity health ~ 

Q. Will you increase c:.,-~ayments'? 
• So. 

Q. . Will you increase dericucul>les'? 
~ No. 

Q. Seniors like the cmvc:nience of Medicare -there's no neeed to deal with insurance age.aw_ 
Now they'll have to buy a plmn. file claims fonns with iasurm:c:e compwes. and deal wi1h all 
dw hassle, woa•t they?. • 
• Senion don't have to c:honose a private plan if th~ wish 1D smay in traditional Medicare.. 
• But anyone who Im c,,cct.lilcd a claim with Medicare lcnumrs it's not exactly user-f'riendJJ . 

And if you have ~ecfigap;r. you have to deal with two burcaauaacies instead of one. Muy o£f 
the private plam eUminm,e ~ lot of the paperwork for smi & ii s. 

MYTI-1: Fly-by-ni&ht croaw ~ set up scams to rip off' u:oi. o ,1 s, taking their vouchers & 
nuiniog off with the money, . avina them withoutbcalth ~ 
• Seniors will never recav«c a check from the govanmem wit:i!h which they have to buy 

insurance. They'll get a t:oooklct. make their choice. and mm.it -iD a Corm. Medicare ,a.ill • 

• 

directly rcimb\me hc:alth::ii>lans. And Medicare will only aiiilow plans to participate in . 
Medicare if they mes smric:t consumer protection and otber! swidards. Tbat will prcvc:m 
senion and taxpayers frcmm &etting ripped· off'. · · . . 

HOW OUR PLAN SQLVrt;S 11fE.PROBLFM 
Q. What does this mean:, for ·Mcdic.are's bankNptey? . . . 
• Our plan makes ~ecfic:m::ri- solvent UDtil 201◄• just before dme baby-boomers retire. Wc'rt 

ensuriag that Medicare iss there for today's CWTmt and fuwme ~ors. ~'e will also appoim:.t.a 
commission to look bey<Wnd 2014, a.ad recommcod policiers to address the huge demogxapbi,ic 
shift coming then. 

Q. What about WU1E. fiix:and, '-lid abuse? 
• Everywhere every Cm.,-essman went over the summer. ~ oc she heard horror stories ab- - &Jl 

waste. fnud, and abase.:. They heard about pcnamcm bamauam who simply didn't c:mm 
about their complaim. ~ey heard about holpitals that m.cim't "'°l'IY about c:omaing rn;,n;,m 
beause •seniors arm't ~yin& tor it anyway.• · · · 

• They told us a.boln llffl'/nercssary tests and procedures be ilhii>C unsc:rupulous providers 11W 
trying to make a quick.C1NCk. They told us about I ecci, ~ medical dcviec.1 they don't DCmd 
because someone p Ltilold of their Medicare nwnbec. e11 fax that by givina benefr- i••ia 
.who stay in traditioaai~,tdc:dicare a reward Cor reponingft::nn«l We 11 also requite all pr.Wk 
Medicare plans to m,iarnaia • 1.800 number to receive b;I[ijing r:omplaints. 

• And most imporumly, ~•re bri.ogiog this system imo dJe~.21st century. By introducins 
competition and matittg providers and insurers c:ompcsa fXior seniors business, sea.ion will!1 be 
assured the best b~ fcmr their buck. And tlw means pnnividcn and insuren will lose 
business if they <»onm,,,e to waste money - they wont~ able to afford to aolc:rate WISUI ~ 

• mud. 
Q. Expens believe dmZ1 ~ons like coordinated cue m.:1 Mcdisave will attract only the . 
healthiest seniors. leaving u sacker and sicker population in tcraditional Medicare. How will um.at 
solve the bankruptcy~? 

3 
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• They' re wrong. Those seniors with higher health costs will find several attnct.ive private 
nctor options. The fact is. Medicare leaves seniors exposed to far more out-of-pocket risk 
than the average private insurance plan. Beneficiaries with major illnesses. who are those . 
generally on fixed incomes. face the prospect at the begiMing of each year of a S7 t 8 Pan A 
deductible, a SlOO Pan B deductible, and 20 percent copayments on most additional medial 
services. &long with no coverage for prescription drup. 

• The only way to avoid these possibly unlimited COits right now is to spend S800 to Sl,400 
on Medagap insurance. Our Medicare Plus options likely will, as is die practice in_private 
insurance for those under age 6S. offer explicit limits on out-of-pocket liability. That will be 
very appealin& to a senior 011 a fixed income who is worried about incwrl.o& large medical 
bills during the year. 

Q. HCF A right cow claims that the Medicare risk contract program actually costs more &ban 
traditional Medicare. How will managed care solve the banktuptcy problem? 
• Other studies have shown that Medicare risk contracts save money. But its available in only 

cat&in areas. not across the counuy and with major ratrictions. so we simply can't compare 
today s limited propam to the new Medicare Plus system. 

HOW DOCTORS & HOSPUALS WIU BE AFFECTED 
MYTH: Cutting doctors' fea means they won't want to sec seniors - ih&1 will ration care. 
• Doctors and hospitals must contribute to saving Medicare . . But under a more efficient 

Medicare system. Medicare dollars will go a lot f anber dw1 ihcy have in the put. 
• · If the system goes bankrupt. the 1overamcut can't pay bills. That's what will ration care. and 

we won't let thu happen. 

Q. Doesn't cutting doctor and hospital fees for Mcdiarc mean they'll just pass on those com 
to the rest of us? It sounds like a hidden taX incrwc. ~ 
• We are making the system more eflicieat and &iving doctors &Dd hospitals more flexi'bility R 

they can better treat p&tients at reuonable costs. · 

Q. Are you doing an)'thing about malpractice reform? 
• We ve already passed a limit on non-economic damage., in OW' Contract le&al reform bill. 

Q. Won't these cuts man some rural hospitals will.have to close? 
• Hospitals are goin1 to have to change. to become more efficiem. That's happeD.ing all 

around the c:owitry, because Medical teclmology bas changed. Surgaics that once n.quirai 
four a.ad five days in the hospital are not outpatient procedures. We think rural hospitals ·m 
as able to achieve efficiencies u urban ones. 

Q. Are you cuttin1 fundina for graduue medical education? . 
• We are making modest reduc:tiom in timdina and at the same time improving the wgctingaf 

medical education funds toward their best use - training primary c.ace physicians nther dm. 
highly specializ.ed dbcton who treat fewer patians. · 

Q. Will the fail safe mechanisms mean hospitals and doctors won't sec me if Medicare rum 
over budget? 
• No. Tbe fail safe is designed to make minor adjustments in payments for medical servic:a. 

la f aa,, if providen don t ovcnpcnd., the fail safe won t even be triggered. 
. . 

4 
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• GQt'F.&il QUES17QNS 

Q. h's only Pa.rt A that's ~ing bankrupt. Wby do )-OU br.·e-~ to increase Pa.rt B premiums and 
make reforms to that progzm! . · 
• Pan A pays hospital bi~ ~ Pan B pays doctor bills. But its i doctors who put people into 

hospitals - you canl ~e;u111 axe the twO. And the same ~ that ...,.med us a.bout Pan A's 
bankruptcy also said that i'l2J't B was growing at unsust&mmhle •~·els - 12.1 •;. a. year for the 
rest of the decade, ..,iiilc ;,cnvatc insurance costs aaually dmcppcd last year. 

MYIH: Right oow, the aOW¥ t1 on,".nt spends only pennies on dme dollar for administering 
Medicare. Private insurers tp"P"Dd far more money - meanmc ~seniors will get less bang for the 
buck. and pay more ill p.per LL.ft costs. · 
• Today, we spend billicm ao contn.c::t out administerina Mtedii:arc. and irs impossible to know 

mctly how much M=s a, e ,c spends on papcrworic and hm::mar.n.cy. 
• Senion will get a bma-~e by opcniag up Medicare., c:mmpctitiou. Insurers will have 

real illcentives ta keep~ overhead down. and mu a,•aislaacs into more money being spent 
on health care. and lea ~rk. Ar!y plan that• wo+ut keep its costs down simply will 
DOt be able to compae ~ seniors business. · 

• Seniors will c:ompai? p}nms and see which plan iJ spcnding6 more on paperwork and 
ovcrbead. and which am i:!is spending more on heahh ~ 

Q . I've heard borrot n::,i s 4bo\Jt insurers c:anceling~a::ie if someone gets very sick. 

.. 

They &ho deny or limit cocea:ge it someone is already S1ct mnd wants to purchase coverage. 
ill that happen to semon wimo choose to buy from privlllt mmurers? 

No. If a senior chooses a;~ purcbasc a private plan. they -.all be guaranteed coverage and 
renewability of their priicims each yur. No Medi~P!mis participating insurer can deny 
any scaior a plan. 

• 

Q. Is this like wba tbtcr:lintons tried to do last yeai-1 
• The Clintoa health aff pi:Jim proposed to take evcryooe's qnivate health insurance and tum it 

over to the govaumcm. ,:;:we're going to take a gaverm:u::m insurance program and apply the 
lessons of the private r 11 11 .. 

• We're increasin& choices nor Medicare beneficiaries. tb:r·r.proposed to decrease choices for 
everyoa~ and their pm ..-ould have let Medicare go Jaoi:: cc ~t. 

I 

MYnl: Your plan is goq CD chase dodon out of traditiaa:aa1 Medicare. 
• Doctors today are ~ away new Medicare paticr:m. t-w,-a,as~ the bureaucracy is so 

overbearina. HCF A ~ioyea w;th oo mcdical tninin&:": regularly ovenule doctors 
judgments., and dcclm bmllcd services medically ,mM Y')'. Thal me.ans the doctors and 
paticots get stuck wim biiiil1s Medicare won t pay. Our plaim will give doctors the flexibility to 
work ,.,;th bendic:iaria um determine the best trmmcm faor &iven circumstances. without a cnmcnt buraucrc lcmokina over his sboulder. . 

• rs can choose u, pmnicipate in Medicare Plus plmL. so they have the freedom to put a 
patient•• needs f"lm. .. 

s 
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What the Clinton .Trustees Said ·This Year 

About.Medicare's Hospital Program: 

• "Under all the sets of assumptions, the trust fund is projected 
to become exhausted even before the major demographic shift 
begins. " (page 3) 

• "The fact that exhaustion would occur und(!r a broad range of 
future economic conditions, and is ~xpected·to occur in the 
relatively near future, indicates the urgency of addressing the 
ff I If HJI f Hnd ~, jinff nf iff ! ;m~~(ance. _" <page 13 > 

Source: 1995 Annual Report of the Board ofTl'\IS1ces ofahc: Feder.a! Hospital lasunncc Program, 
signed by Sccrdlries Rubin, Shalala and Reich 
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MEDICARE HOSPITAL TRUST FUND 

EMPTY IN SEVEN YEARS 
(Trust Fund Reserves) 
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Source: 1881 Annual Report of th• HI Truata11, AprH 1995, p. 13 · 
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If We Don~t Reform Medicrtft\ 
Payro11 Taxes Wlll Have to 

. Double by 2020 
to A void Bankruptcy 

Sou,co: 199.S Annual Repor1 of HI Tnuteca. pqc 20 
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Private Sector Has Made Improvements 

that Can Help Medicare 
· ( 1994 Spendjng Growth) 
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Sourcn: 1111 Annual Report of HI Truaten and HCFA actu.,, .. page4 
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Tradittional Medlicare 
Keeping the Commiitment 

·copay1a11ents: No C -hange 

· Dedttcttibles: No· <Chang-e 

Premiums;: Current3Jl.5o/o Rate 

In 2002, tine premium f on- an average 
retiree wfill be $7 more ~han under 

• . Presidlent Clinton's J!)roposal. 

page 5 
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ClIOICE IN MIJICARE 
Fee-For-Service· MedicarePlus 
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Monthly Part B Premium: · 
· Beneficiary Cost vs Taxpayer Cost 

(portion of premium paid by beneficiary vs. portion of premium paid from general revenues) 
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· Fail-Safe Mec!anism 
• o • • ••• , • I : • 

:· .G~oWtJt:·Target~---Set .. 
· · by ProVid~r Sector 

. .. J!J .. (i , . -.: 

Payment Reforms· to, Redu~e EXCessivC Gi-Qwth anc(Waste 
' I • o :· • 0 • o : o°' .. • ' ;, • • • 
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EXAMPLE: 

75-year old, average income senior 

Co~t~: 
• no additional deductible or copayment 

• continued 31.5 percent premium rate 

Options: 

• eftn ~tfty in tm4itional Medicare 
• c~n choose a managed care option with drug 

cover~ge 
• can choose a ·Medisave plan, limiting out-of-pocket 

costs 
pogc 9 



•• • 
Doctors Can Put Their Patients First 

,• . 

The Medicare Preservation Act: 
• includes a Medisave option 

• alloWs creation of provider 
sponsored networks 

• emphasizes previollsly· passed 
malpractice reform 

• repeals Stark I and II excessive 
regulations · 

paao 10 . 
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Hospitals Will Be More Etlicient 

Th~··Med.ica·re Preservation Act: 

• allows creation of provider sponsored 
· networks 

• r~peals Stark I and II excessive regulations 

• e§tRbli§h@§ Rn ndvi§ory eommitl~ion on 

-Medicare 

• establishes a commission to recommend 
Medicare policy changes to prepare .for 
retirmnent of th~ baby boom !9tnf?rMiPn 
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THE MEDICARE PRESERVATION. ACT OF 19.95 

A bill to preserve, protect and strengthen Medicare 
' . . . . 

• 
An out/int rtleastd by the House Rtpublican Leadership 
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• 
INTRODUCTION 

According to the Mc-na1" p Board of Tnmccs, which irnnies three Clinton Administratim 
cabinet secretaries, Medi~ ?mrt A DCxt year bciins spcDdmi oact more than it takes in for the fim 
time in the proiram's 30 )~ mmiory. By 2002, the Trust Fun: "ilowill be bankrupt. 

If the pr_osram is ~ the Treasury can not iS5DC drr::r:b to pay hospital bills. U noNa1: 
is done. the health care of rnifuwms ,,r current beneficiaries m! miiilliom more nearing retirement llbo 
have paid into the system an mc:ir' working lives will be tbtca,. - :t Bankrupting Medicare is . 
unacceptable public policy. 

Republicans propose IQ ~e. prot=t and stvetl!het \mcdicarc with the Medicare 
Preservation Act of 1995. 1,qmsJmvc lan&uqe and~ sc::min; are not presendy availablt., bum 
the following outline covers ~e-policy options contained in u bmll. 

THI ~ICARE PRESERVATION i-;ACI' OF 1995 

The Medicare Ptm•miion Act of 1995 (MP A) will Jlua:::ave the sy$tem for cuncnt 
A:eiarics, protect it for fmmte beneficiaries, and strengihcl it:tJh:~u&h. reforms that have womd irin 
-rivate sector. 

Lciislation to save ~!riirvc from bankruptcy reYOhl:s mround six key components: 
1. Keeping our govemmcc's cx:ommitment to traditional Mciic:rare. 2. Allowing seniors the sme 
health care choices avaiJ•b~ tao other Americans. 3. Roatm. omn rampmt ~ fraud and.ab~ 
4. Maxim.inn& the taxpaye:s' !:mlth care dollar. S. Afflocac- '='5Tina for taxpayer subsidim:i pmri,imm 
6. Guarantceini solvcocy 1mmu&h a bud&etary MfaiJ safe" pra,msion. 

{Policy proposals 11T ?:in italics]. 

l . TRADmONAL MEDICARE: KEEPING OUR COMMiilITMEN"l'. 

Just u Republicam pmomised throu&hout the SlJIDmc:; maditiom.l Medicare will contimz: to r be 
an option for all cum:ut mi fi:iDture beneficiaries. with four bzpr,onant aspects: 

► A vtrage per ~ spending will rise from U.!OO•J in 1996 to .$6,.700 In 2002. 

• No change in COP9amr,1U. 

► No change in d1 dv:ritibla. 

• No chang, in tJw c.11 , ent rate for premiums. 

Today. premiums ~31.S pct cent of Part B com.. Prc:miums will continue to be CP1cdatced that 
way. so that they will ina:c:s:.w sliibtly every year, just as tr:r·r.have done since the inception c{tb= 
program. 
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1bc bill exposes the sbarneiess t:car taaic.s of the past few mom::s .und the lie that premium 

-=-: 'Q.'0uld rise by $2,000 per ,ur. A=cordm& to the Concrasioul lla.d&ct Office, the difference 
•~eea President Clinton's propesai;l to drop the current 31.5% natao 25¾ at current 1penclmc 
-s,. llDd maintain.inc the can-em rrate at lower leveb of lncrused spamdiJlc amountl to only s, 
:: :10 per month, per btneOcw,-. An.ad bc:oefic:iarics will not faa: m:; i::mac:ase in dcduc:tibles and 
Wjl11CUI:S. in contrast to the mom!ts ox:>F dema1n&UCrf. 

For .\ledicare beneficiaries wltao want to remain In tlw autbrf i:mmem. ~eping ii u as sit,rpu · 
~cl::ing a boz every year. Indad. ::ii 's as simpl, a, not checldng a im:z nay year, since iallur, 10 
XIDSC ruulu in a b~Mftclary:, IZII01tdl1tic ovollm,nJ in traditional Mrr#rictVe. 

tBE 1:SEI l'Elt MEDICARE: Gl\vtNG SENIORS MORE CBOJa::FS 

. 1'bc MP A would root om \l:ISUt: and bring private sector cflv:« "' ':i' to the system. First, th6 
=:-: lets .\luJJcar, b•neficlariu ~e bclwtn traditional M1dJ.car1 6lllZ:d sewral privat.e sector 
=:um.s In a new Medicare Plus pua ~very y,ar, beMficl.arlu wi/11miw a booklet dµcribin~ tM 
-:r.1rawd plans available In tlwlr tna.::. Any prtw1le lnntrer who ·a, lu:a c:..&aven tlw Medicare benefa:s 

E 1l.fllm,r protedion sttwiaard.l can svbmit an applicadonfrr one Muiicare Plu.r boolda. 
will simply chct off w ~plan of tMir choic,. If a~ maku no choice, Mis 
enrolled infoe-fo.r-» ,icil'.e Med/can. . 

· Tbc Medicare Plus pr_ogram wiii11 off~ a wid~·rangc or.~oic:cs%l s::xnion. 

...,nilnsted Care. Coorclinatt'45 came companies arc Ubly to oflb JC'¥e::Jal options for seniors. In 
:::r:cosing a coordinated-care plan, a s=nior might agree~ a .limited cb::io-:e of physicians or other 
~dets in return for more bmctb thmn Medic.an: now offers. Such ~ts CQU/d in.elude /us DIii• 

~ket apensu for coinnvana amJ.d detbJt:tiblu. and/or added betE!jWls lih ourpart,111 prucriptloc 
::.:.;zgs. prn>enriv, can, qeglas.su t1Tlfi.:i hearing aids. 

All coordinated car, pl.ans ftll:USt JMet so/Yfflt:)' r~qw,mam. :zra:.d offer a minimum b,nefll . 
=rk:a~e equ.al to that of M,dican.. · 

,a mdical Savinp Accounts. Tbe Ma:dicare Plus pro&rim will also cc::: a Medical Savmp Acco1UIII 
~ve) option to all xnion. .A. .ranlor choosing Mcdisave waaJ.i ,cc: a hlgh-d6ductibl, l1Ulll'tllfDt 
·=~ along with a cash tkpo,ril fl a lMcdical Savings Account thal w:vizlid caver a significant portl~ 
-·:-·w deds,ctible. 17te hlgh-d«dwrtbuie policy woaJd Nl'U no co~. so that seniors would be 

--wrul a limit on their ouJ-o/-pomr: r com--4 quality many ar, lihJ:) 'ZJ _:r_find attractive. 

Seniors choosin& this optim ~uld have complete control OY.!:CDe dollan they spcod on 
· medical care. They coul~ maieke important medical decisica -am::h their doctors, without 

E about an insurer's or Mediccarc•s payment policies. 71rq c.at~nd their fonds for whalr. 
cal need.$ IM)I have or use than ~10 pwd,ast long-tum cm:~ ~ 
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A beneficiary could talc.t fonds out of her Medisavt accoiml for non-health related purposes as 
long as she maintains a minimum balance of 60 percent of her catastrophic Insurance deductible. ff 
tM fonds are ustd for non•health care upe,ues, thty are laztd as lncomt. All interest taming, woMld 
be considered taxable income. · · 

The ma%imwn dtdvctible would be cappld lo insure connuner protection. 

Provider Senice Networks. Doctor, and hospitals will he allowed to form provider strvice MIWOrla 
to covu Medicare benefit,, without tlw lnsuranu company or maNZged care company as 
intennedillry. A group of docrors or hospitals that forms a network \4/0uld be requirtd to meet 
solvency and marhtlng reqvirtmtnlS. 

Per beneficiary conlTibutlons will be adjusted/or a,r and othu factora, so that M1dlcan is 
providintfands according to need. Each yt(JI', _th, pu beneficiary conlrlbutton will Increase 
accordini to s~cijitd growth rates, utabli.shed to ensure that Medicar,.remains solvent. Ewry plan 
participating in Medicare ·mu.rt agret to tah all appltcanu and allow everyone to -stay In IM plan as 
long as tMY want - no on, wilf be shut out dw 10· an lllnus or a pre-uisttng condition. 

3. ROOTING our WASTE, FRAUD AND ABUSE. 

Ask just about any senior who has used the Medicare.system and they can tell you why 
Medicare spcnclin& is out of control. The system is riddled widi waste, abuse and outright fraud. In 
huildrcds of town ball meetings and tens of thousands of letters from angry seniors~ llepublicaris · 
listened this sprina and summer to story after story of a Medicare system that needs p-eatcr scruiiny. 

. Wheth~ it was the !tory of I woman who went into the hospital for eye suqcry and was chm&ed for an 
autopsy, or the &cntlcman who was charged $14,000 fora three and a half hour hospital stay, the 
message from seniors all over American is the same: Oet rjd of the fraud and abuse.· 

The General Accounting Office notes '~Since Medicare was enacted in 1965, the delivery of 
health care services bas become more complex. but Medicare's fraud and abuse controls have not kept 
pace." In other words, like much of the Medicare program. the enforcement component bu not 
adapted to the new realities of the health care market. 

Market incentives and private sector competition u described above are not enough to clean up 
fraud and abuse. 1be Medicare Presern.tion Ar-twill enhance the enforcement sy'1Cm and give 
patients incentives to.serul, their bills for mistakes. TM M,diau, Pruerwztlon Act providu tlN 
D4partm,nl of Health and Human S,rvic,s th, authority to reward b,n,ficiariu who report lncidenca 
of wa.111, fraud and. abme. 

The ·bUI would ,~quirt sltilltd nuning/adlitlu and home hlalth agenciu lo proviti. cost 
utlmatu up front to any patienl, btcau.fl making pricing publicly available guards agailut latu bill• 
padding. T1t, plan also irnposu .rlgnijicanl po,altlu on an,onc who defrauds M~dican. 
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The Medicare Preservation Act 
Myths, Facts, Questions and Answers 

THE PROCESS 

,- , 1(10/c.l 

MYTH: You're rammin1·this bill through without any re.al hcarinp. . 
• Since the TNStees' report came out in April. wevc bad dozens of hearinp and heard 

thousands of pages of testimony. · Outside Wacbingll)n. Representatives have been t1Jkin1 to 
seniors, providers. hospitals and insurance companies, cxplainin1 the problem and looking 
for advice and solutions. 

• This bas been an open process, and will continue to be u we work through the bill in 
comminee. on the floor, and with the Senate. . 

Q. President Clinton is going to veto this bill. Why &O. through all this? 
• President Clinton admitted Medicare is goin& broke and it must be changed if it's to be · 

around for our senion. I truly hope he doesn't choose politics over securing Medicare's 
future solvency. · · 

Q. What's wron~ with Ross Perot's idea to try some of these reforms as •pilot projects?• 
• Medicare is in cntical condition. And unless we enact these reforms, Medicare will be 

bankrupt . 
• We area' t t forcing new ideas on anyone - instead of bureaucrats decidilig what s-bcst. we re 

letting 37 million senion a.ad disabled Americans make their own choices. And for those 
who don t want to change. traditional Medicare will remain as an option and seniors will 
always be able to switch back to it 

HOW SENf°15 JflU BE AFFECTED 
MYTH! You are orcina people into HMOs. · 
• Semo~ will have die option to stay ill the curreo.t pro~ move into a private fee-for• 

service or manaacd care plan. or pur:clwe a MediSave Account No one will be financially 
pushed into any plan - it's up to each semor to decide what's best for him or her. 

MYIH: If premiums increase. the practical eff'ect will be to force people into managed care. 
whatever their choiJ;e. · . . 
• In 7 years. scnion will pay beiween $1 and $10 a month more than they would under the 

President's budaet. We believe this is a reasonable aild practical cost to ask from acniors to 
save the program Crom banktuptcy. 

Q. Will sen.ion get a better beaefit package than they have right now? 
• Senion will be guaranteed the same bendits they have now, no matter what plan they. 

choose. But they will have the option to choose & plan that may offer. for example. 
prescription drugs or eyeglasses, or prc:veriwivc care or better hospital coverage in addition 
to traditional Medicare benefits. Or. they may choose a MediSave account with a 

1 
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catastrophic policy that will allow them total control .over their health care dollars. It's up to 
seniors to decide what's best for them. 

MYTii: Managed cue doesn't work in areas like rural America. 
• That's why seniors will have choices of many types of plans. We know that what works in 

Los Angeles won't work in rural South Dakota. 
• We're also going to make it easier for doctors and hospitals to network together, to provide 

health care at a better value. 

MY'lli: lbe poorest and most wlnerable seniors won't be assured Medicaid will cover their . 
nuning care . 
• btber than relying on Medicare and Medicaid interacting properly, we arc streamlining the 

programs so Medicare provides direct relief to low-income seniors. 

MYTH: Seniors' out~f•pocket cosu are going to skyrocket. 
• Because Medicare is a top-down. government.designed pro~ scnion arc getting a raw 

deal. for example, their hospital - Pan A - deductible is more than $700. and after 2 
months, it's about S 180 a day. That's far higher than private insurance. And too many things 
aren't covered, like prescription drugs and bearing aids, mwi.ing 70'/4 of seniors have to 
purclwc Medigap insurance., at about Sl,200 a year. · · · 

• We're offering choices so seniors can choose a plan that offers low copaymenu and 
deductibles. And we're not iocreasin& co-payments and deductibles for those who wish to 
remain in traditional Mediate. 

Q. Will seniors be guaranteed they can keep their own doctor? 
• A senior choosing traditional Medic.are will continue to have complete choice over what 

doctors they see. IC their physician is affiliated with a plan they like. they can choose that 
plan. IC a senior opts for a Medi Save account. he or she can contin_ue to sec whatever doctor 

. he wants. · 

MYTH: President Clinton's plan doesn't affect sen.io~. and it makes Medicare solvent. Why do 
seniors have to pay tor the &0verame11t's screw-ups? . • 
• President Clinton has never submitted a Mcdu:.are reform plan. His original budget simply 

let it go broke. We don't lcnow what he plans to do - be talks a &ood game. but we've never 
seen any bill. 

• And President Clinton has used some funny math. If he used the same fi&Ures we do. which 
are more conservative about powth rates and inflation rates, bis savings "WOrk out to be $192 
billion - aot the S 128 billion he claims. ID seven years, th.at means the ditTereace between 
his plan and ours is about a dime on the dollar. 

Q. How will Semon sign up for these new plam? 
• Every year. the JO:iamllcDt will send seniors a brochure wt outlines the ditTcrast opcioas 

· available. This as how federal employees make i..o.sur&DCe choices each year. Bencfiaaria 
who do nothing !fill automatically be enrolled in traditioDII Medicare. If they want to 
choose one of the new private plans, they just fill out a form io the booklet and mail it izL 

· • After you're enrolled in the aew plan, you have a sbon time frame to change your mind. 
And then every year after that. you have the option to switdi to whatever plan you choose, 

Q. What if the voucher isn't enough to buy any plm? 
• TJtl1 Is 09' a voucJ,«r ~rog,qm. The federal aovemment is not simply going to IPve c.ach 

elderly a coupon and tell them to find their own insurance. Every plan that parucipatc:s Ul 
Medicare will have a contract with the f edual aovenunent, assuring they meet consumer 
p~tcctio~ standards. Every participating pl!Jl must agree to ub: all apr.tican~. They C&D t 
·di.ff erenuate between older and younger sen1ori, or becweai healthy or di sewors. 

2 
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·• Right now, Medicare spcucris a.bout S4.800 per beneficiary. b.n sa·en ye.a.rs under our plan.. 

~fedicare will spend &bout.:: S6. 700. We've worked with pnn,~jdc:n and doctoB. and they 
assure us that's plenty of mnoney for hi1h-quality health care. 

Q . 
• 

Wilt you increase c:,..pDayments? 
~o. 

Q. . Will you increase derhJ1Jcu0lcs'? 
~ No. 

Q. Seniors like the cmv=niecce of Medicare - there's no 11aeed 10 deal with insuran~ &ganss . 
Now they'll have to buy a plum. file claims fonns with imurac=c companies. and de.a.I with all 
that hassle, woa't they?. 
• Senion don't have to chonose a private plan if'~ wish 1D sm:ay in traditional Medicare.. 
• But anyone who bas e.ccr.IDed a claim with Medi~ kno-s its not eucdy uscr-friendlJ. 

And if you have ~edigap: ·, you have to deal with two burr:maaacies instead of one. Mur=f 
the private plans eUmimme a lot of the papawork for seuicw w s. 

MYTII: Fly-by-nipt craaw-will set up scams to rip ofrseuo 11 s, taking their vouchers & 
running off with the money, . avina them withouthcalth ~ 
• Seniors will acvcr recav«e a check from the govemmem wiath which they have to buy 

insunnce. They'll gtt a. toooldct. make their choice. and mmil iD a form. Medicare ,a.ill • 

• 

tiirec:tly reimburse bc:aldc-plans. Alid Medicare will only awiow plans 10 participate in . 
cdic:are if they mes stmict consumer protection and ~!' swidards. Tbat will prcvcm 

enion and taxpaym frcmm 1etting ripped· off. · · · · · 

HOW OUR PLANSQLVF:f,$11-IEPROBLFM 
Q. What does this mean:, for ·Mcdic.are's bankluptey? . 
• Our plan makes Wedic:m::r- solvent until 201◄, just before me baby4>oomers retire. We're 

ensuriag that Medic:.ue iss there r or today's cwrent and fumm e seniors. We will also app)im:t.a 
commission to look bey<mnd 2014. a.ad rec.ommcad polic::r:rs to address die huge d~ 
shift coming then. 

Q . What about~ fif:aud.. and abuse? 
• Everywhere every Cmgn:ssrnui wcot over the summer. hm: oc she heard horror stories abi - kit 

waste. fraud. and abase.:. They hard about pcramcm bamauaus who simply diem~ came 
about their complaim. ::mey heard a.bout bolpitals that cfid:l:in't -wony about corrcaing mi:szaiei:n 
because •seniors arm't P.11-Jin& for it anyway.• · · · 

• They told us about armn:cessary tests and procedures bo 11msc w.msaupulous providers 11'9 

trying to make a quick.C'INCk. They told us about recei, ~ medical devices they don' DCllaCi 
because someone p u:nold of their Medicare number. e11 ftx that by givin& bcnmriM1i.:1 
.who stay in traditioaal.~~cdie&R a reward for reponingfr:nnd. Well also require all srww 
Medicare plans ti\ m,imnain --. l-100 number 10 receive ,nro;iog complaints. 

• And most imponamiy. :-:we•re bringing this system im.o dze:.21st century. By introducins 
oompetitioa and making providers and i.murcn compcsa ti:ior seniors business, sea.ion will!l be 
assured the best b~ fam their buck. A.ad that means pnrvvidcn and insurers will lose 
business if they 0011um,,,e 10 waste money -1hey woo t be: mle to afford to tolerate Wmlll u:nd 

- fraud. 

~ - Expens believe dmz.t ~om like coordinalod care ai.:i Mcdisave will attract only 1be 
healthiest seniors. leaving z.a sicker and sicker populatioo in tcraditional Medicare. How will dmat 
solve the bankruptcy ~ ? 

3 
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• They're wrong. Those seniors with higher bulth costs will find several attractive private 
sector options. The fact is. Medicare leaves seniors exposed to far more out-of-pocket risk 
than the average private insurance plan. Beneficiaries with major illnesses. who ue those . 
generally on fixed incomes, face the prospect at the begiMing of each year of a $718 Pan A 
deductible, a $100 Part 8 deductible. and 20 percent copayments on most additional medial 
services, along with no coverage for prescription drup. . 

• The only way to avoid these possibly unlimited coais right now is to spend $800 to St.400 
on Med1gap insurance. Our Medicare Plus options likefy will. as is the practice in private 
iasunnce for those under age 65, offer explicit limits on out-of-pocket hability. That will be 
very appealin& to a seo.ior 011 a faxed income who is worried about iDcwri.a& large medical 
bills during the year. 

Q. HCF A right aow claims that the Medicare risk contract program actually costs more man 
traditional Medicare. How will managed care solve the bankruptcy problem? 
• Other studies have shown dw Medicare risk contracts save money. But it's available in only 

certain areas, not across the COWlU)' and with major rauictions. so we simply can~ compare 
today s limited propam to !he new Medicare Plus system. 

HOW DOCTORS & HOSPITAL$ WTU BE AFFECTED 
MYIH: Cutting doctors' f ea means they won't WIDt u, sec seniors - that will ration care. 
• Doctors and hospitals must cootnl>ute to saving Medicare . . But under a more efficient 

Medicare system, Mcdiwe dollars will go a lot farther than they have in the put 
• · If the system goes banbupt. the pernmem can't pay bills. That's what will ration care. and 

we won't let thar happen. 

Q. Doesn't cutting doctor and hospital fees for Medicare mean they'll just pass on those com 
to the rest ofui? It sounds like a hidden taX inaeasc. ~ 
• We are making the system more efficient and &ivillg doctors 111d hospitals more flexibility st 

they can better treat patients at reasonable costs. · 

Q. Are you doing anything about malpractice reform? 
• We ve already passed a limit on non-economic damages in our Contraa lqal reform bill. 

Q. Won't these cuu man some rural hospitals will.have to close? 
• Hospitals are goin1 to have to chanae. u, become more efficieat. That's happerung all 

around the COUDtry. because Medical teclmology has cban.ged. Swgaics that once required 
four aad five days in the hospital are not outpatient procedures. We think rural hospiws m 
u able to achieve efficieoacs u urban ODCS. . 

Q. Are you aittin1 fundin& for graduue medial education? . 
• We are making modest reductions in n.mdiq and at the same time improvin& the targeting JJf. 

medical education fuads ioward their best use - uain.ing primary care physicians rather dm. 
highly specialized clbctors who treat fewer patiaus. · 

Q. Will the fail safe mechanisms mean hospitals md docton won't sec me if Medicare rum 
over budget? 
• No. Tbe fail saf c is designed to make minor adjustments in payments for medical servica. 

In f aa., if providers don t ovcnpcnd. the fail safe won t even be triggered. . . 

4 
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• GQitF.&iL OUESVQNS 

Q. h's only Part A that's ~ing bankrupt. Why do )-OU br.·e-t to increase Pan B premiums and 
make r~forms to th&t progzm~ · 
• Pan A pays hospital bilk. ? Pan B pays doctor bills. But it's i doctors who put people into 

hospitals - you canl se;u111 ue the two. And the same ~ that ...,-acned us about Pan A's 
bankruptcy also said that i'J:Ut B was growing at unsusummhle levels - 12.1 e;. a year for the 
rest of the decade • .,.ilile ;,cnvatc insurance costs aaually dm-cppcd last year. 

MYTH: Right Dow, the &ow, t1 ,w,~t spends only pennies Oil dme dollar for administering 
Medicare. Private insureff tp'P'rid ,ar- more money - mc:ani:nc ~seniors will get less bang for die 
buck. and pay more in p.pe ~rk costs. · 
• Today. we speftd billiam ao cootnct out ad.ministerina Mteditare. and it's impossible to know 

mctly bow much Me& 11e,c spends on paperwork w hm:raw:racy. 
• Senion will get a baza-nw~e by opening up Medicare m c:mmpctition. Imurers will have 

raJ incentives ta keep 6lmr ovcriaead down. and 1hal ~-a isl ates into more money being spent 
Oil health care. and lea aim-paperwork. Any plan that• •o+->' keep its costs down simply will 
DOt be able to compae ~ seniors business. · 

• Seniors will compU? pbrms and sec which plan ii spcoding6 more on paperwork and 
overhead. and which am ms spending more on health are.. 

Q. rve heard horror su i s tbo\Jt insurers canceling pouc:i:us if someone gets very sick. 
They also deny or limit cx,.e:.ucye if someone is already sict and wanu to purchase c.ovmgc. 

•
ill dw happen to seniors wiamo choose to buy from privm u:msuren? 
No. If a senior chooses~ purclwc a private plan. they 'Clall be guaranteed coverage and 
raiewability of their poi«::a:H:S each year. No Medicare ft.ms p&nicipating insurer can deny 
any scaior a plan. 

Q. Is this like wtm tbc CDintom tried to do last ycu'? 
• The Ctintoa health aff pmn proposed to take evCl)'Ooe's q,rivatc health insurance and tum it 

over to the govaumem. 'QNe're going to take a govenme::m insurance program and apply the 
lessons of the privat- r oiot _ 

• We're in.cceasin1 choices aor Medic:.are beneficiaries. tbcy·,:proposed to decrease choices for 
everyone. and their pla ~Id have let Medicare go bmmupt. 

' MYTii: Your plan is goq co cha.se docton out of traditiaaaa1 Medicare. 
• Doctors today are ~ away new Medicare patiam. be ause the bureaucracy is so 

overbearin1. HCFA ~loyea with 00 medical tninm1:-,;regularly overrule ~n 
judgments., and dcdart biwlcd services medically ,mi+ ury. That means the doctors and 
patieou get stuck with biiiil1s Medicare woo t pay. Our plam will give doctors the flexibility to 
work with beneficiaries 1C1D determine the best tratmm fcmr liven circumstaA~ without a cro~t bW'C:IUCZ"C lcmokina over his shoulder. . 

• .rs can cboose t.o pamticipuc in Medic.are Plus plmL. so they have the freedom to put a 
patient• s needs fll"St. .. 

• 
$ 



• • • 
What the Clinton .Trustees Said -This Year 

About-Medicare's Hospital Program: 

• "Under all the sets of assumptions, the trust fund is projected 
to become exhausted even before the major demographic shift 
begins. " (page 3) 

• "The fact that exhaustion would occur und<:r a broad range of 
future economic conditions, and is ~xpected·to occur in the 
relatively near future, indicates the urgency of addressing the 
ff I lfHJI/Hnfl~~jinfflffiff! ;mf,~fance. 

11 

(page 13) 

Source: l 99S Annual Report of the: Board of Trustees of chc: Federal Hmpilal lmurance Program, 
signed by Sccn:taries Rubin. ShalaJa and Reich 
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• • MEDICARE HOSPITAL TRUST FUND • 
EMPTY IN SEVEN YEARS. 

. 
(Trust Fund Reserves) ~ ... 

I.JI ... 
Sbl&llona I.JI 
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Source: 1885 Annual Report of th• HI Truataea, Aprll 1995, p. 13 11 ... 
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. . 

If We Don~t Reform Medicare, 
Payro11 Taxes Will Have to 

. Double by 2020 
to A void Bankruptcy 

Sourco: 199S Annual Repol1 of HI Tnutecs. page 20 
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• • 
Private Sector Has Made Improvements 

that Can Help Medicare 
· ( 1994 Spending Growth) 
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Tradittional Medlicare 
Keeping the Commiitment 

·copay1a11ents: No C ·hange 

· DedUcttibles: No· <Chang-e 

Premium£: Current 3Jl.5o/o Rate 

In 2002, tf:ne premium f on- an average 
retiree wrlll be $7 more -:than under 

• . Presidient Clinton's wroposal. 

page 5 
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CI=IOICE IN M!DICARE 
Fee-For-Service· MedicarePlus 

..... 
. , . ;.,~. r ·.: 

Current §}lsMff1 L 
. . 

:-' {;hoif~~ 

.: ' !· .· Priva"te Sector ····I . .• 

. · ... . . . 1·.•· . ·' "i . • • . . . •• . •• , 

\ i:-.s11r~ric~ '-,dici~s· :. 
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Monthly Part B Premium: · 
· Beneficiary Cost vs Taxpayer Cost 

(portion of premium paid by beneficiary vs. portion of premium paid from general revenues) 
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• • 
EXAMPLE: 

75-year old, average income senior 

Co~t~: 
• no additional deductible or copayment 

• continued 31.5 percent premium rate 

Options: 
. . 

• eftn ~lily in lrnQifional Medicare 
• c~n choose a managed care option with drug 

cover~ge 

• can choose a ·Medisave plan, limiting out-of-pocket 
costs 

•· 
ij 



•• • 
Doctors Can Put Their Patients First 

. . . 

The Medicare Preservation Act: 
• includes a Medisave option 

• allows creation of provider 
sponsored networks 

• emphasizes previously passed 
malpractice reform 

• repeals Stark I and II excessive 
regulations · 

paae 10 . 
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• • 
Hospitals Will Be More Etlicient 

Th~ .. Med.ica·re Preservation A.ct: 

• allows creation of provider sponsored 
· networks 
• r~peals Stark I and II excessive regulations 

• e§tRbli§he§ Rn advi§ory cmmrni~~ion on 
-Medicare 

• establishes a commission to recommend 
Medicare policy changes to prepare .for 
rBtirmnt!nt of the baby boom ~en~rittiPn 

.... 
-.J 

~ 
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• 
'fHE :MEDICARE PRESERVATION. ACT OF 19.9S 

A bill to preserve, protect and strengthen Medicare 
. . ·. ' 

• An outline released by the House Republican Leaturshlp 
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• INTRODUCTION 

According to the Me:xf.:a1ii1; Board ofTl'U5tecs. whidt irrlnodes tJu-ee Clinton Administratiai 
cabinet secretaries, Medicare ?mrt A DCxt year bciim spcDdina om:t more than it takes in for the first 
time in the proifa!Jl's 30 )~ zmory. By 2002, the Trust Fun:~~ be bankrupt. 

lf the Pf'.O&ram is ~ the Treasury can not issJe- drr:T:ks to pay hospital bills. If not\:in1; 
is done. the health care of mifuwms of cw1eut beneficiaries and miiilliom more nearing retiremcst who 
have paid into the system all Th=ir' working lives will be thte-- .,.d Bankrupting Medicare is . 
unacceptable public policy . 

Republicans ptopose ta ;:preserve, protect and stteo•lo Mncdicare with the Medicare 
Preservation Act of 1995. I,egm,Jativc tanaua&e and bud&em! c::orin; are not presently availabk., bum 
the following outline covers tf2e-policy options contained in 1k biiill. 

THI !d21EDICARE PRESERVATION ~er OF 1995 

The Medicare Prcscvmiiun Act of 1995 (MP A) will µua::ave the sy$tCm for cwtent 
beneficiaries, protect it fo1 fmtute beneficiaries, and strengthci ictJinoqh.rcform.s that have womd irin 
• vate sector. · 

Lcplation to save lt!=ic:are from bankruptcy reYOha mroUDd six key components: 
1. Keeping our govcmmcn:'s c:x:ommitmcnt 10 traditional M==are. 2. Allowing seniors the sane 
health care choices available tao other Americans. 3. Roomfi omn rampant ~ fraud and.abm=. 
4. Mujmizjng the taxpaye:r =i:alth care dollar. S. Affluc:zJC: ~ for taxpayer subsidized J"ffl'U:inrns 
6. Guarantccini solvcocyu::mw&h a bud&etary ""fail sarc• p::Nission. 

[Polley proposals OT rin ilalics]. 

t. TRADfflONAL MEDICARE: KEEPING OUR ~MMillTMENT-

Just as Republicam pmomised thro\l&bout the :c'!Jffl~ taraditional Medicare will coatinmto rbe 
an option for all cum::ut mi fimture beneficiaries. with four i:apoortant aspects: 

► Awrageper ~q,endingwill ris1from $4,!00? in 1996 to .S6,700 In 2~02. 

• No change in ca~nls. 

► No change in drcbcrtiibla. 

A No chang, tn the aa., , enl rate for premivms. 

W Today, premiums~31..S pctcent of Part B costs. Pt=miums will continue to be calcdatced that 
way. so that they will iilc:e:s:ssc .. liditly every year. just as tx:,,·r.havc done since the inception cf'thee 
program. 
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• The bill exposes the sbaroeim r=car tactics of the past few mom::s .uDd me lie that premium 
-= ~ 'Q.-Ould rise by $2,000 per )Ur- At=cordJD& to the Concressioul llad.&et Offl~ the difference 
z ~ eea President Clinton's prDpew;l to drop the curnnt 31.5% ra ~ 25~. at current 1pe11dJnc 
-,,. tLDd maiatainiDc the cunur nrate at lower leveb of increased tpamdmc amounb to onlJ s, 
::.:10 per month, per boeOciarJ'. A4Dd beneficiaries will not face m,:ri:::macase in deductibles and 
wyu-:r,ts, in contrast to the mom!ts oDf dc:maen&UCY, 

For .IJedicare beneficiarie.s whoo want to remain In tlN autbrf ~em. keeping ii u tU sitnpu 
==:iJeci:ing a boz every year. btdad. ;:It's m simpl, tu not cMcld,rg a im::r every year, sine, iaUun to 
xzose ruulu Ill a b1neftctary •s tzJIIO'l'ISIIIZtic arroll~nl In traditional Mlliit::icare. 

lllE l:s£1 l Elt MEDICARE: GRVING SENIORS MORE CBOJCT'ES 

. Tbc MP A would root om~: and bring private ,cctor cffic:ioc:; '! LD the system. rim. tlN = I,u .IJuJ.icar• benejiclarlu cJo:mse bdwen traditional M1dJ.a:v1 ll1fa:li sewral prillat.e sector 
=um.s 11'1 a new Medicare Plus pua 3:Eve,y y,ar. beMjic_l.arlu 'Wi/1 ,miw a booklet ~crlbing tM 
~awd plans available In tlNlr ,na,;. Any private l,uwu who ·a, lusr t:!.l:OVa'S 1116 Medicare benefm 
~ mua consum•r protection stOMiaDrds can ntbmit an appllcaiion ftr one Mldicare Pim boo/du. 
~-will simply check ojfN f'plan of their choice. If a~ maku no choice. Mu 
.... ~,y enrolled infoe.fo.r-w ,ic::i:c:~ Medican. _ 

- Tbc Medicare Plus pi:ogram wiiill off~ a wid~ ·range of ~oia::s %:i s:scm015. 
...,rdinsted Care. CoonUnatc:"5 came companies are likely to offb rie::zal options for seniors. In 
:mosing a coordinated-care plan. a s=mor m.ighl agree to a.limited cb:i:cc:e '>f physicians or other 
':':"'t"Vidcrs in rctum for more bmefi:s t±mm Medicare now offers. SMt:h :,aaiefits could incluu lus tnll• 

~let apensu for coiMIITana an:J.d tk~tiblu, and/or added be14Wls lih outpaltcnt prucripttoc 
=4t1s. prnenlivc can. ~glasses n.:i hearing aids. 

All coordinated care plans aaaat meet solvency rcqw,mara, 21%.d ojf,:r a minimum bcneftl . 
==rkage equal to that of M•dlcan.. · 

·· r di cal Savinp Aceounta. lbeMo::dicare Plus proarim will also co::r a Medical SaYinp Aecom 
~Iamlsave) option to all seniors. .l sawuor- t:latH»lng M,dlsaw woiJi ~ a hlgh-d•ductiblc lntlll'tllft2 
-=~ along with a cash tkpo,ril ii a lMcdit:al Savings Account that w:r,i,uid covu a .rigniJicant portt~ 
·· -:-· w deducrtbl,. 11,, hlgh-d«dwrtbi•ic policy would 1,,av, no ,o~. so that seniors wovl4 be 

---:wrul a limit on th,lr o'l,l/-of-pocur.r ccua-4 quality many are liJ.zl) :o,:r_find attrot:ltw. 

Seniors choosiq this opam l'IWOuld have complete control ow:c::me do~ they spend on 
::rmrinc medical care. They coul~ maieke important medical decisiom-.rc:i::h their doctors, without 
~ about an insurer's or Mediccare9

S payment policies. '[1,q aa s:;:::rpend tMir faNb for whalr. --(;QI needs they haw or use than :.10 purduue long-term ca,:, P'IS1l"l2llm« 
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• A btntjic/ary coaJd taU fonds olll af Mr Mtdisaw accoilnl for non-hmlth related pwposu a, 
long as she maintains a minimum balance of 60 percent of her caJastropltic Insurance dtductibl~ If 
IM fonds are ,aed for non-h,alth cart upe,ues, th,y art razed as income. All interest earninp would 

• 

• 

be comidtrtd tm;al,le income. · · 

1ne maximum deductible would be capped to insure conswntr protection. 

Provider Service Networks. Doctor1 and hospitals will,,, allowed to form provider Strviu Mtworla 
to cover Medicare benefit,, without tM insurance company or managed cart company a1 

intermediary. A gro11p of doaors or hospitals thal forms a network would bt required to meet 
solvency and marhting rcquirtmenlS. 

Per beneficiary contribulions will b, adjustulfor a,r and other faclor8, so that Mid/can is 
providintfands according to JNtd Each ytlJl', _th, pu bo,,,ftclary contribution wlll lncreast 
according to specifl,d growth rates, utablilMd to e,uure that Mtdkart.remalns solvent. £wry plan 
participating in Medicare ·must agree to tau all applicants and allow tvuyone to stay tn tM plan as 
long al they want - no one will bt shut out dut to an lllnus or a pre-existing condition. 

3. ROOTING OUT WASTE, FRAUD AND ABUSE. 

Ask just about any senior who has used the Medi~ system and they can tell you why 
Medicare ~in& is out of control. The system is riddled wi'11 waste, abuse and outright fraud. In 
hundreds of town ball meetings and tens of thousands of letters from angry seniors: Republicans · 
listened this sprina and summer to story after story of a Medicare system that needs &reatcr sautiny. 

. Wheth~ it was the stol)'. of I woman who went into the hospital for eye SUf&ct)' and was chaqed for an 
autopsy, or the 1entlcman who wu charged $14,000 for a t.br= and a half hour hospital stay, the 
message from seniors all over American is the same: Get rid of the fraud and abuse.· 

The General Accounting Office notes '-'Since Medicare was enaaed in 1965, the delivery of 
health care services bas become more complex. but Medicare's fraud and abuse controls have not kept 
pace." In other words, like much of 1he Medicare program. the enforcement component bu not 
adapted to the new realities of the health care market. 

Market incentives and private sector competition u described above are not enough to clean up 
fraud and abuse. 1be Medicare Preservation Ar;t will enhance the enforcement sy$1Cm and give 
patients incentives to~ their bills for mistakes. r,,. M,dicar, Pruuvatlon Act provtdu tM 
D4partm1111 of Health and Human S,rvicu th, authority to reward bemjiclariu who report lncidencu 
of 'Walll, fraud and abu.11. 

The ·bUI wovld r,quirt skill,d nursingf«ilitiu and home halth agencies to prov/tu cost 
utlmatu vp front 10 any patient., btcmut making pricing publicly available guards agailut laJu bill• 
paddillg. Th, plan also imposu significant pu,alliu on Cffl)'Ont who tkfrauds Medicare.. 
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The Medicare Preservation Act 
Myths, Facts, Questions and Answers 

THE PROCESS 

r • .:o; ..:~ 

MYTH: You're rammin1·ws bill through without any ral hearinp. . 
• Since the TNStea' report came out in April we've had dozens of heari.Dp and beard 

thousands of pages of tcstimOJ1y. · Ouuide Wubingu,n. llepn:sentatives have been taJkin1 t.o 
seniors. providers. hospitals and insurance companies, expfainin& the problem and looking 
for advice and solutions. 

• This has been an open process. and will continue to be u we work through the bill in 
committee. on the floor, and with the Senate. . 

Q. President Clinton is going to veto this bill. Why &o. through all this? 
• President Clinton admitted Medicare is goin1 broke and it must be changed if it's to be · 
· around for our seniors. I truly hope he doesn't choose politics over seauing Medicare's 

future solvency. · · · 

Q. What's wron, with R.ou Perot's idea to try some of these reforms as •pilot p:ojcas?• 
• Medicare is in cntical condition. And unless we enact these reforms, Medicare will be 

bankrupt . 
• We arcn' t t forcing new ideas -0n anyone - instead of bureaucrau deciding what s best. we re 

letting 37 million seniors a.nd disabled Americans make their own choices. ADd for those 
who don t want to change, traditional Medicare will remain as an option and seniors will 
always be able to switch back to it 

HOW SENIORS Jf/U BE AFFECTED 
MYTH! You are forcina people into HMOs. 
• Senion will have the option to stay in the CWTCOt proeram. move into a private f ec-for• 

service or manaacd care plan. or pucdwe a MediSave Account. No one will be fmancially 
pushed into any pl111 - irs up to each senior to decide what's best for him or her. 

MYIH: If premiums ina-easc. the practical effect will be to force people into managed care, 
whatever their choiJ;C. · . 
• In 7 years, seniors will pay betWeen S7 111d S10 a month more than lliey would under the 

Prcsideot'1 budaet. We believe this is a reasonable aild practical cost to ask from seniors to 
save the program Crom banbuptcy. 

Q. Will seniors get a better benefit package than they have right oow? 
• Seniors will be guaranteed the same.benefits they have oow, no matter what plan they. 

choose. But they will have the option to choose a plan that may offer, for example. 
prcscriptioa. drugs or cyegl~ or prc:veawivc care or better hospital coverage in addition 
to tradttioaal Medicare benefits. Or, they may choose a MediSave account with a 

l 
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catastrophic policy that will allow them total control over their hulth care dollars. It's up to 
seniors to decide what's best for them. 

MYlli: Managed care doesn't work in areas like rural America. 
• That's why seniors will have choices of many types of plans. We know that what works in 

Los Angeles won't work in rural South Dakota. 
• We're also going to make it easier for doctors and hospitals to network together, to provide 

health care at a better value. 

MYTI-1: lbe poorest and most wlnerable seniors won't be assured Medicaid will cover their . 
nuning care. 
• Rather than relying on Medicare and Medicaid interacting properly, we are sttumliniag the 

programs so Medicare provides direct relief to low-income seniors. 

MYTH: Seniors• out-<>f•pocket cosu arc going to skyrocket. 
• Bec:ause Medicare is a top-do~ government-designed pro~ senion are geuing a raw 

deal. For example, their hospital - Pan A- deductible is more than $700, and after l 
months, it's about $180 a day. That's far higher tlwi private insurance. And too many th.mp 
aren't covered, like prescription drug., and bearing aids, meaning 70'/4 of seniors have to 
purchase Medigap insurance.. at about Sl,200 a year. · · 

• We're offering cboica so seniors can choose a plan that ofl'ers low copaymenu and 
deductibles. And we're not increasin& co-payments and deducubles for those wbo wish to 
remain in traditional Medicare. 

Q. Will senion be guaranteed they can keep their own doc:tor1 
• A senior choosing traditional Medicare will 00otlnue to have complete choice over what 

doctors they see. If their pbysiciao is affiliated with a plan they like. they can choose that 
plan. If a senior opts for a McdiSave accouo~ he or she can cootin_ue to sec whatever dociar' 
~WID~. . 

MYTH: President Clinton's plan doesn't affect seniors, and it makes Medicare solvent.. Why do 
seniors have to pay for the &ovem.meot's screw-ups? . • . · 
• President Clinton has never submitted a Medicare reform pl.u. His original budget simply 

let it go broke. We don't know what he plans to do - he talks a &ood game, but we've never 
seen any bill. 

• And President Clinton has used some funny math. If he used the same fiaures we do, which 
are more conservative about powth rates and inflation rates, bis savings work out to be S 192 
billion - not the $128 billion he claims. Ill seven years, chat means the difference between 
his plan md ows is about a dime 011 the dollar. 

Q. How will Semon sign up for these new pl.ans? 
• Every year. the F.aument will send seniors a brochure th&t outlines the different opciom 

· available. This as bow federal employees make i.asuraDce choices each year. Bcnefimrics 
who do nothing ~11 automatically be enrolled in traditioul Medicare. If they wam to 
choose one of the new private plans, they just till out a form iD the booklet and mail it m. 

· • After you're emollcd in the aew plan, you have a short time frame to change your miAd. 
And then every year after that. you have the option to switch to whatever plan you c:boosc. 

Q. What if the voucher isn1t enough to buy any pllll? 
• Th/$ is not a vguc:},fr program. The federal aoverament is not simply going to give each 

eldccly a coupon and tell them to find their own iosurance. Every plan that participates ill 
Medicare will have a contract with the federal aovernment. assuring they meet consumer 
protection standards. Every participating plan must agree to take all applicanu. They cant 
differeatiatc bcrwecn oldcc aod younger seniors, or betWeeo healthy or dl sewors. 

2 
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.ght now, Medicare~ about $4.800 per beneficiuy. bn SC'·en years under our plan. 
~fedicare will spend about.:: S6. 700. V.'c'vc worked with pc'O'~-idcn and doctors. and they 
assure us that's plenty ac.· rnnoacy for hi1h.qu&lity health are. 

Q. Will you increase c:,-pi:,aymcnts? 
• ~o. 

Q. . Will you increase derinucul>les'? 
~ No. 

Q. Seniors like the ·ccuve:::nimce of Medicare - there's 110 iieeed to deal with insurance ag,cmss. 
Now they'll have to buy a plum, file claims forms with insuram:z:e companies. and deal with all 
that hassle, won't they?. 
• Senion don't have to dloaose a private plan if th~ wish 1D sm:ay in traditional Medicare.. 
• But anyone wbo has cva=r.llled a claim with MedicaR know; it's not eu.cdy user.friendly. 

And if you have Mecfig,q,:r, you have to deal with two burarmaacies instead of one. MuJ aff 
the private plan_. eUminame , lot of the paperwork for smi■ ◄ s. 

MYTii: Fly-by-ni&ht c:raaw -wi1I set up scams to rip off smi 1111 s, taking their vouchers & 
rwinfog off with the mooey, . mvina them withoutbcaltb ~ -
• Seniors will 11ever receivere a check from the govemmc:m wmm which they bvc to buy 

insurance. They'll get a. l:oooklct. make their choice, aod mmil in a form. Medicare -.;n • 
directly reimburse bcaldc,,tans. And Medicare will o111y aw.low plans to participate in . 
Medicare if they meet smrict consumer protection and otha:-! m.ndards. That will prevc:m 

.senion and taxpaym fnmm 1erung ripped off. · · · · · 

HOW OUR PLANSOLVP'fa THE.PROBLEM 
Q . What does this mean:, for -Medicare's banbupicy? . . · 
• Our plan makes M~ solvent until 201◄, ju.ff before d:me baby-boomcrs retire. Wen 

ensuring that Medic:zre iss there for today's current and fwm:ne seniors. Yt'e will also appoiacu 
commission to look bey<WnJ 2014, and recommend polic::ers to address the huge demogi1pbi1ic: 
shift coming then. 

Q. What about~ fi:fnud, 'lid abuse? 
• Everywhere every Cmgn:ssrnan weot over the summer. ~ ot she heard horror stories ab- - + •l 

wuie.. fraud, and abme.:. They heard aboul pcramcat bameauc:raU who simply didn't c:mre 
about their complaim. ::hey heard about bolpitals dm &fid:anti ~ny about corredi.ng mi:srnm 
because •seniors an:n't psayina f'or it anyway.• · · · 

• They told us abcu mmrr::ccssary tesa and proc:edures be a1H11>c unscrupulous providers n 
trying to make a quic:k.C1Nek. They told us about recci,Dl.@g medical devices they don't DClmd 
because someone p &.cilold of'their Medicare number. ~e11 ftx that by givin& beoefm i-1\a 
.who stay in traditicml~~cdicare a reward (or reportmtttiDJJd. We 11 also require all pi,aa. 
Medicare elans to m,iamain a l-100 number to receive lriWing r-..omplaints. 

• And most unponamiy. ~•re bringing this sysiem imo ~.21st c:cnauy. By introduci'W 
competition and muingg pn,viders and imurcn compem frior sailors business, semon willll be 
assured the best b~ fcmr their buck. And that means pvt1Vidcn and insuren will lose 
business if they ccwm,,.,,,. to waste money - they woa t ~ able lO afford to colcrate WD1II UDd 
fraud. 

•
. Experts believe dmz1 ~ons like coordinated care m.:1 Medi.save will attract only 1be 
ea.lthiest seniors. leaving u. sacker and sicker population in tc:raditional Medicare. How will th:ilat 

solve the bankruptcy ~ ? 

3 
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• They're wrong. Those seniors with higher hwth CO$ts will find sevei:al attnc:tive private 
sector optiom. The fact is. Medicare leaves seniors exposed to far more out-of-pocket risk 
than the average private insurance plan. Beneficiaries with major illnesses, who are those . 
generally on fixed incomes, face the prospect at the begiMing of each year of a $718 Pan A 
deductible, a $100 Pan B deductible, and 20 percent copayments on most additional medical 
services, along with no coverage for prescription dru&5. 

• The only way to avoid these possibly unlim1ted costs right now is to spend $800 to Sl,400 
on Medagap insurance. Our Medicare Plus options likely will, as is the practice in private 
insunnce for those under age 6S, offer explicit limits on out-of-pocket hability. T&at will be 
very appealin& to a senior oo. a fixed income who is worried abo~ inc:wrin& large medical 
bills during the year. 

Q. HCF A right aow claims that the Medicare risk contract program ac:tually costs more than 
traditional Medicare. How 9iill managed care solve the bankruptcy problem? 
• Other studies have shown that Medicare risk contracts save money. But it's available iA OAly 

certain areas, not across the COWluy and with major rauictiom.. so we simply c.an't compare 
today s limited propam 10 the new Medicare Plus system. 

HOW DOCTORS & HQSPUALS WIU BE AFFECTED 
MYTH: Cutting doctors' fees means they won't want to sec scnion - that will ration care. 
• Doctors and hospitals must contribute to saving Medicare . . But under a more efficient 

Medicare syst~ Medicare dollan will go a lot fanber than they have in the pa.st 

• 

• · If the system goes bankrupt. the 1ovemmem c:&111t pay bills. That's what will ration care. and 
we won't let uw happen. . · . 

• 

Q. Doesn't cutting doc:tor and hospital fees for Medicare mean they'll just pass on those COSS 
to the rest of us? It sounds like a hidden we i.naeasc. .:. 
• We a.re making the sy,tem more eflieieat and pving doctors 111d hospitals more flexibility s: 

they can better treat patients at reuonable costs. • 

Q . Arc you doing anything about malpractice reform? 
• We ve already passed a limit on non-economic damages in our Contract lcaal reform bill. 

Q. Won't these cuu mean some rural hospitals will.have to close? 
• Hospitals a.re goina to have to change. to become more efficieat That's happco.ing all 

around the COW1try, because Medical teclmology bu cbuged. Surgaies that once required 
four and five days in the hospital a.re not outpatient procedures. We think NR1 hospitals ·m 
u able to achieve efficieocies u urban ones. 

Q. Arc you antin& fundi.na for gradua1e medical education? . 
• We are making modest reductio.aa in NDdina and at the same time improvin& the wgetmgaf 

medical education funds toward their best use - ttaia.ing primary c:ace physicians rather tbR 
highly specialized clbdors who treat fewer patiaus. · 

Q. Will the fail safe mechanisms mean hospitals and dodon won't sec me if Medicare rum 
over budget'? 
• No. The fail safe is designed to make minor adjustmenu in payments for medical servic:a. 

In fact. it providers dOl1 t oven pend, the fail safe won t even be triggered. . . 

4 
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• b'E&il OUF.S110NS 

Q. h's only Pan A that's ~ing butlqupt. Wby do you br,e-~ to increase Pan B premiums and 
make reforms to that progim? . · 
• Pan A pays hospital bi~ "?" Part B pays docu>r bills. But its s doctors who put people into 

hospitals - you canl sqw111 ate me two. And the same repocr:t that \l,1Lflled us about Pan A's 
bankruptcy also said mm Part B was growing at u~umrnble •~·els - 12.1 % a year for the 
rest of the decade, 'A-bile ;icnvatc insurance costs actually d.arcppcd last yur. 

MYlH: Right now, the gnwa n 11n1#.nt spends only pennies Oil dme dollar for administering 
Medicare. Private insurm tpnr:od fac more money- l1"eaning ~seniors will get less bang for the 
buck. and pay more in p:.pc:t a,rk <X>SU. · 
• Today. we spend billicm no contract out administcrina Mn-die.arc. and it's impossible to know 

cuctly how much Med; ue,c spczM!s on papawork aM4 hm::rasacncy. 
• Senion will get a bm.c:z-qa]ue by opening up Medicare IEi c:mmpctitioo.. Imurers will have 

real incentives ta keep 6mir overhead down. and dm trwaislates into more money being spat 
oa health care. and '-scam-paperwork. Ally plan that can--•t keep iis cosu down simply will 
DOt be able to compae kY seniors business. · 

• Seniors will compDl! plnms and see which plan iJ spcodingl more on paperwork and 
ovcrllea.d, and whic:h am ms spending more on health aR-

Q . rve beard bomx sa:, i s 4bout insura1 canceling polic::i:::us if someone gets very sick. 
They also deny or limit co-e 1ft yr. if' somcone is already sick mild wants to purcha.se coverage. 
Will that happen to seniors wiamo choose to buy from priva iamurers? 

• 

No. If a scnior choosa sr.rpurcha.sc a private plan. they -11 be guaranteed coverage and 
reoewability of their prvrim:s each year. No MedicaR P!m1s panicipating insurer can deny 
any scaior a plan. . 

Q. Is this like what the CI:lintoos tried to do la.st year'? 
• lbc Clinton health ~ pmn proposed to take evccyooe's q,rivatc health insurance and tum it 

over to the goverumem. QNe're going to take a govenme:m insurance program and apply the 
lessons of the private -, 11 11 er . 

• We're increasin& c.:boi.as cot Medicare beneficiaries. tb:r·,:propo$Cd to decrease choices for 
evayou~ and their pl& ~Id have let Medicare go bmmupt. 

I 

MYTII: Your plan is goq cc chMe docton out of~ Mcdiare. 
• Doctors today are ~ away new Medic.are patiam. Meeausc the bureaucracy is so 

ove:rbcarin1. HCF A aqmnoyees with DO medical tni.Dmg_:r regularly ovmule doaon 
judgments. and dcclm bmillcd scmc:es medically ,mM sary. That means the docton and 
patients g~ stuck wim biiiills Medie&r& woa t pay. Our pb.m will give doet.on the flexibility to 
work with beneficiaries 1C1D determine the best tremuc:at faar pvcn circwnstaAccs. widlout a 
e3rnent buraucnc laDOkiD& over his shoulder. . 

• n can choose 10 pamtieipaic in Medicare Plus plmL. so they have the freedom to put a 
patient· s needs rant. 

• 
$ 



• •• 
What the .Clinton .Trustees Said ·This Year 

About.Medicare's Hospital Program: 

• "Under all the sets of assumptions, the trust fund is projected 
to become exhausted even before the major demographic shift 
begins. " (page 3) 

• "The fact that exhaustion would occur und(!r a broad range of 
future economic conditions, and is expected·to occur in the 
relatively near future, indicates the urgency of addressing the 
ff/ lfllfl/Hnfl~,jinffnfiff! i~~~fance. "<page 13) 

Source: 199S Annual Report of the Board of Trustees of che Federal Hmpital Insurance Program, 
signed by Sccrcwies Rubin, Shalala and Reich 
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• • MEDICARE HOSPITAL TRUST FUND 
EMPTY IN SEVEN YEARS. 

(Trust Fund Reserves) 

SbllHona 

$150 

$100 

$50 

$0 

(§§9) 

($100) 

($150) 

1993 1995 1997 1999 2001 2003 . 

Source: 1815 AMUII Report of th• HI Tn,ata,a, April 1895, p. 13 
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If We Don~t Reform Medicate, 
Payro11 Taxes Wlll Have fo 

. · Double by 2020 
to A void Bankruptcy 

Soute0: 1995 Annual Report o( HI Tnu1ec1. page 20 
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• • 
Private Sector Has Made Improvements 

that Can Help Medicare 
. 
· (1994 Spendjng Growth) 
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• • 
Tradittio nal Medlicare 

· Keeping the Comnnitment 

·copay1111ents: No C ·hange 

• · Deditcttibles: No <Change 

Premiums;: Current3;1.5o/o Rate 

• • 

In 2002, tlite premium forr an average 
retiree wtiil be $7 more -:than under 

. PresicHent Clinton's wroposal. 

page 5 



Fee-For-Service· MedicarePius 
. .. 

,# •• • 

\ . ;-,~·: ·.: 

Current §;Yjj{~Jll L 
. . 

:-· {;hoif~~ 

.: ,_ .... · Priva·te Sector-·;\ ... 
i .. . . . , ·.• · . .•. j ·. ' t • • • • • . •• ' 
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·• ·• 
Monthly Part B Premium: · 

· Beneficiary Cost vs Taxpayer Cost 
(portion of premium paid by beneficiary vs. portion of premium paid from general revenues) 
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Fail-Sa 
.. . . .. 
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· ··by Provider .-Secto·r 
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• • 
EXAMPLE: 

75-year old, average income Senior 

Co~t~: 
• no additional deductible or copayment 

• continued 31.5 percent premium rate 

Options: 

• eiln ~lily in trnrtitional Medicare 
• c~n choose a managed care option with drug 

cover~ge 

• can choose a ·Medisave plan, limiting out-of-pocket 
costs 

page9 



·• • 
Doctors Can Put Their Patients First 

,• . 

The Medicare Preservation Act: 
• includes a Medisave option 

• alloWs creation of provider 
sponsored networks 

• empha~izes previollsly· passed 
malpractice reform 

• repeals Stark I and II excessive 
regulations · 

J . 

paac 10 . 



• • 
Hospitals Will Be More Eflicient 

Th~·'Jyfedicare Preservation Act: 

• allows creation of provider sponsored 

· networks 
• repeals Stark I and II excessive regulations 

• e§tRbli§lu.;§ ilil EtdVi§ory eommi~~ion on 

-Medicare 
• establishes a commission to recommend 

Medicare policy changes to prepare for 
retirmnent of the bitby boom ~ener~tiPn 

"l) 
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DRAFT 
OVERVIEW, REfUBLICAN MEDICARE PVAN 

PROPOSAL - ··coMMENT 

Traditional Medicare/keeping commitment 

l. Average payment per beneficiary will 
rise to $6,700 in 2002 

2. No change in copayments, 
deductibles. 

3. Keep premium at 31.5 percent 

The better Medicare - more choices 

Choose between traditional Medicare and 
private sector options in new Medicare Plus. 
Any private insurer who at least covers 
Medicare benefits and meets consumer 
protection standards can apply. Options 
include: 

1. Coordinated care - must meet 
solvency, and offer minimum benefit package 
equal to that of Medicare --

2. Medical savings accounts - high 
deductible policy plus MSA deposit. 

3. Provider service networks -- meet 
solvency and marketing requirements. 

4. Per beneficiary contribution adjusted 
for age, other factors, indexed to specified 
growth rates. 

5. Plans agree to take all applicants. 

That is a cut of $1700 per beneficiary 
from CBO baseline 

Current premiwn analysis 

Multiple choice of different types of plans 
with different benefits raises consumer 
information/ comparison issue, and adverse 
selection issue 

What are standards - implies that they may 
not be same as current?(Note - health plan 
quality, access, beneficiary protection 
standards issue may be an underlying 
weakness] 

This means that it is not the standard 
Medicare benefit (which is promised in 
introductory language) 
Adverse selection - Tyson argument 

Standards issue again 

How tight index? Tbis means that $ 
contribution unrelated to benefits - buys less 
and less -- and beneficiary pays more and 
more in premium -- balance billing at 
premium level 
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• 
DRAFT 

PROPOSAL COMMENTS 

Waste, fraud, and abuse 

1. Reward beneficiaries who report Much of this already occurs today 

incidences 

2. Require SNF s/HHAs to provide cost 
estimates up front. 

3. Imposes significant penalties on those 
who defraud Medicare 

Seeking value for the government as a 
health care buyer 

1. Phases out funding for residency What happens to hospitals, areas that rely on 

programs for non-citizens and these providers (NYC issue) 

• 
graduate education subsidies that draw 
doctors into highly specialized fields, How deep a cut -- what are specifics 

targetting funds on primary care. 

2. Provide doctors options. 

... 

.j • Enable doctors to escape paper burden Does this mean allow balance billing -- either 

and restrictive payment rules in standard Medicare, in within health plans? 

Affluence testing for subsidized premiums 

1. Single seniors with income over What is maximum % ? 
$75,000 and couples over $150,000 
will pay higher premiums 

2. Gives states the ability to reduce costs 

Guaranteeing solvency through failsafe 

I. Set growth rates by provider type This is the cost containment. What are 
growth rates required to achieve targets? 

2 . Monitor, revise payment updates to Have we ever achieved them? 

· reach target Black box - magic 

• 
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DRAFT September 14, 1995 

summary of Provisions and Issues 
The House Repul)lican Leaderahip•a 

"MEDXCARE PRESERVA'l'XOII ACT OF 1995" 

1.. Retaining Traditional Medicare--summary of Provisions 

• Beneficiaries auto~atically enrolled in traditional Medicare 
unless they choose a Medicare Plus Option. 

► No changes in deductibles or coinsurance 

► Increase Part B premium to 31.5% o! projected program 
costs (see increase in premium tor high income 
beneficiaries in Section 5). 

• Average per beneficiary spending will increase from $4,800 
in 1996 to $6,700 in 2002. 

• 
Retaining 'l'r~ditional Medicare--Issues 

The MPA claims to allow beneficiaries to remain in 
traditional Medicare. However, under the MPA physicians 
could serve beneficiaries enrolled in private fee-for­
service plans, MSA/high deductible plans and provider 
service networks. There is no indication in the proposal 
that beneficiaries would have extra-billing protection under 
these plans. If a significant portion of physicians in an 
area begin serving beneficiaries only through these 
alternative plans in order to avoid extra-billing limits 
under traditional Medicare, choosing to remain in 
traditional Medicare will not be a •real• option for 
beneficiaries. 

2. Increasing Choices--summary of Provisions 

• Beneficiaries may choose from several private sector options 
in a new Medicare Plus system . 

♦ Each year, beneficiaries would receive a booklet describing 
approved plans available in their geographic area. All 
plans must meet consumer protecti on standards, cover at 
least Medicare benefits, and meet solvency standards. 

• The federal contribution would be adjusted for age and other 
factors. Each year the federal contribution would increase 
according to specified growth rates. 

• 
• 

All plans must take all applicants ; applicants cannot be 
involuntarily disenrolled by the plan. 

Options include: 
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► coordinated care p,lans. These plans (e.g., HMOs, PPOs, 
POS) may reduce out-of-pocket expenses and offer 
additional benefits. 

► Medical savings accounts CMSAs}. Referred to as 
"Medisave", these accounts would provide a high­
deductible insurance policy and a cash deposit to the 
MSA that would cover a significant portion of the 
deductible. The policy would have no copayments, so 
beneficiaries would be assured a limit on their out-of­
pocket costs . 

► 

Beneficiaries can spend their MediSave funds for 
whatever medical needs they have or use them to 
purchase long-term care insurance. 

A beneficiary could use MediSave funds for non-health 
related purposes as long as a minimum balance of 60t of 
the high deductible is maintained. Funds used for non­
health care expenses and interest earned on MediSave 
accounts would be taxed as income. 

The high-deductible amount would be capped. 

Provider Service Networks. Doctors and hospitals could 
form networks without being licensed ·as an insurance 
company or managed care company. 

Private fee-for-service plans . While not addressed in 
the general description, the attachments indicate that 
private fee-for-service plans will also be available. 

Increasing Choices--Issues 

• Under the MPA, the federal contribution is based upon a 
fixed amount increased in subsequent years by a fixed growth 
rate. Based on the per capita spending amounts assumed 
under the Budget Resolution, the growth rate for the federal 
contribution would be far than less projected per capita 
growth rates for traditional Medicare and even private 
health insurance. Thus, it appears unlikely the fixed 
contribution would be sufficient over time for beneficiaries 
to purchase their plan of choice without incurring 
significant out-of-pocket expenses. In addition, it is 
questionable whether adequate numbers of private plans would 
participate in Medicare Plus system if the federal 
contribution is inadequate • 

• The MPA states that the federal contribution would be risk 
adjusted for age and other factors. However, development of 
reliable risk adjustment methods is in its early stages . 
Risk adjustment will be c ritical to ensure that plans are 

2 
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• not penalized if their enrollee population is sicker than 
average or rewarded if their enrollment is healthier than 
average. 

·• In order for beneficiaries to compare competing alternative 
plans under the Medicare Plus system, they will need 
comparative information quality as well as price, network 
composition, benefits, cost-sharing, and other factors. 
comparative intormation on ' the quality of care provided by 
competing plans is difficult to measure--but of vital 
importance to potential enrollees, particularly if they can 
only change plans on a yearly basis, as proposed in the MPA. 
The need for reliable quality of care assessments is of 
particular concern to Medicare beneficiaries, because they 
are more likely to be alone and frail and, thus, unable to 
navigate the bureaucracy of a managed care plan or to have 
others do so on their behalf. However, development of 
reliable methods to measure quality of care is still in its 
early stages 

♦ It is unclear in the MPA what entity would ensure that 
standards (e.g., consumer protections, s olvency 
requirements, marketing standards) would be met by plans. 

•· The Medical Savings Account option could lead to a self­
selection bias against traditional Medicare, with healthy 
individuals choosing the MSA and others left in the 
traditional Medicare program. 

• 

► According to the Medicare Continuous History sample, 
average per capita spending in 1993 for was ~, . 486. 

++ Within this sample, however, 55 percent of the 
beneficiaries had less than $1,000 in 
reimbursement i n the previous three years. For 
this group, average per capita spending in 1993 
was $1,598, only 46% of the average !or the entire 
sample . 

++ There was also a large group, 24 percent o f 
sample, that had no reimbursement made on their 
behalf in the last three years. For this gr.oup, 
the average per capita spending was $1,122 only 
35% of the average for the whole sample. 

► Thus , a MSA Option for Medicar e could potentially be 
costly to the program if low cost beneficiaries opted 
for MSA's. 

► Under this scenario, the per capita cost of providing 
care in traditional Medicare would escalate 
dramatically since the cos t s of care for sicker 

3 
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beneficiaries would be spread across a smaller base. 
This escalation in per capita spending resulting from 
selection could trigger provider cuts under the "fail 
safe" provisions further destabilizing traditional 
Medicare. 

♦ There is no indication that the MSA option is a one-time 
choice. If beneficiaries are allowed in and out of the MSA 
option selection problems will be even worse. 

J. Waste, Fraud, and Abyse--pnmm~ry of Provisions 

• The Department of Health and Human Services is provided with 
the authority to reward beneficiaries who report instances 
of waste, fraud and abuse . 

• SNFs and Home Health Agencies would be required to provide 
up-front cost estimates to any patient. 

• Significant penalties imposed on anyone who defrauds 
Medicare. 

••s~e, Fraud and Abuse--Issues 

♦ A large proportion of beneficiaries currently report 
instances of waste, fraud and abuse. Providing rewards to 
beneficiaries who already do so would result in added costs. 
This provision would also be administratively complex . 

"· Government as a Health care :euyer--t;t11mm".ry of Provisions 

• Limits updates for hospitals and physician services 

•· The bill phases out funding for medical residency programs 
for non-citizens and graduate medical education funding 
subsidies that draw doctors into highly specializod fields, 
targeting the funds for primary care. 

♦ 

Government as a Health care Buyer--Issues 

In general, we support both the goals of reducing the number 
of residency positions in the U.S. and focusing more 
resources on primary care training. However, in any policy 
which focuses on reducing or eliminating the number of 
international medical graduates we would be vecy concerned 
about the impact on hospi tals which rely heavily on those 
IMGs f or providing servi ces . 

4 
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s. Income-Related Premium--SUJlllllary ot Provision 

♦ Single ben•ficiaries with incomes over $75,000 and couples 
with incomes over $150,000 would pay higher Part B premiums 
instead of receiving a subsidy from the taxpayers. 

Income-Related Premium--Issues 

6. ""Pail Safe"--flymm"-n ot Provision 

• The MPA would set spending growth rates for provider 
categories such as inpatient hospital services, physician 
services, home health care, durable medical equipment and 
laboratory services • 

• Each year the Secretary of HHS would determine if the level 
of services being provided would exceed designated spending 
growth. If it would, the secr~tary would reduce payment 
updates t o guarantee that spending growth targets were met. 

♦ 

"Fail Safe"-- Issues 

It is unclear how a target system would work in a world 
where enrollment in the traditional Medicare would be in 
flux and where traditional Medicare would be sUbjec t to 
significant adverse selection. 

• To the extent that provider payment updates are unreasonably 
low, the viability of traditi onal Medicare is threatened . 

The attachments to the general description also note the 
f ollov i ng provisions of the MPA: 

• Repeals of Stark I and II "excessive" regulations 

♦ An advisory commission on Medic~re 

♦ A coJnmission to recommend Medicare policy changes to prepare 
f or retirement of the baby boom generation 

5 
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• DRAFT 
OVERVIEW, REPUBLICAN MEDICARE WAN 

PROPOSAL COMMENT 

Traditional Medicare/keeping commitment 

l. Average payment per beneficiary will That is a cut of $1700 per beneficiary 
rise to $6,700 in 2002 from CBO baseline 

2. No change in copayments, 
deductibles. 

3. Keep premium at 31.5 percent Current premium analysis 

The better Medicare - more choices 

Choose between traditional Medicare and Multiple choice of different types of plans 
private sector options in new Medicare Plus. with different benefits raises consumer 
Any private insurer who at least covers information/ comparison issue, and adverse 
Medicare benefits and meets consumer selection issue 
protection standards can apply. Options 

• include: 

1. Coordinated care - must meet What are standards - implies that they may 
solvency, and offer minimum benefit package not be same as current?(Note - health plan 
equal to that of Medicare -- quality, access, beneficiary protection 

standards issue may be an underlying 
weakness] 

2. Medical savings accounts - high This means that it is not the standard 
deductible policy plus MSA deposit. Medicare benefit (which is promised in 

introductory language) 
Adverse selection - Tyson argument 

.., 
~- Provider service networks -- meet Standards issue again 
solvency and marketing requirements. 

4. Per beneficiary contribution adjusted How tight index? This means that $ 
for age, other factors, indexed to specified contribution unrelated to benefits - buys less 
growth rates. and less -- and beneficiary pays more and 

more in premium -- balance billing at 
premium level 

• 5. Plans agree to take all applicants. 
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DRAFT 

·• PROPOSAL COMMENTS 

Waste, fraud, and abuse 

1. Reward beneficiaries who report Much of this already occurs today 
incidences 

2. Require SNF s/HH.As to provide cost 
estimates up front. 

3. Imposes significant penalties on those 
who defraud Medicare 

Seeking value for the government as a 
health care buyer 

I. Phases out funding for residency What happens to hospitals, areas that rely on 
programs for non-citizens and these providers (NYC issue) 
graduate education subsidies that draw 
doctors into highly specialized fields, How deep a cut -- what are specifics 

• targetting funds on primary care. 

2. Provide doctors options. 

3. Enable doctors to escape paper burden Does this mean allow balance billing -- either 
and restrictive payment rules in standard Medicare, in within health plans? 

Affluence testing for subsidized premiums 

1. Single seniors with income over What is maximum % ? 
$75,000 and couples over S150,000 
will pay higher premiums 

2. Gives states the ability to reduce costs 

Guaranteeing solvency through failsafe 

I. Set growth rates by provider type This is the cost containment. What are 
growth rates required to achieve targets? 

2. Monitor, revise payment updates to Have we ever achieved them? 
reach target Black box - magic 

• 
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DRAFT September 14, 1995 

summary of Provisions and Issues 
The House Repul)lican Leadership•s 

11KBDXCAR.E PRESERVATI:OH AC1' OF 199511 

1. Retaining Traditional Medica~e--Bmpm-:r;y of Provisions 

• Beneficiaries automatically enrolled in traditional Medicare 
unless they choose a Medicare Plus Option. 

► No changes in deductibles or coins urance 

► Increase Part B premium to 31.5% of projected program 
costs (see increase in premium for high i ncome 
beneficiaries in Section 5). 

• Average per beneficiary spending will increase from $4,800 
i n 1996 to $6,700 in 2002 . 

• 
Retaining Tr~ditional Hedicare--Issues 

The MPA claims to allow beneficiaries to remain in 
traditional Medicare. However, under the MPA physicians 
could serve beneficiaries enrolled in private fee-for­
service plans, MSA/ high deductible plans and provider 
service networks. There is no indication in the proposal 
that beneficiaries vould have extra-billing protection under 
these plans. If a significant portion of physicians in an 
area begin serving beneficiaries only through these 
alternative plans in order to avoid extra-billing limits 
under traditional Medicare, choosing to remain in 
tradit ional Medicare will not he a •real• option for 
benefici aries. 

2. Increasing Choices--summary of Provisions 

• Beneficiaries may choose from several private sector options 
i n a new Medicar e Plus sys t em. 

• Each year, beneficiaries vould receive a booklet describing 
approved plans available in their geographic area. All 
plans must meet consumer protec t i on standards, cover at 
least Medicare benefits, and meet solvency standards. 

• The federal contribution would be adjusted for age and other 
factors. Each year the f edera l contribution would increase 
according to specified growth r ates. 

♦ 

♦ 

All plans must take all applicants ; applicants cannot be 
involuntarily disenrolled by the plan. 

Options include: 
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► Coordinated care g,lans. These plans (e.g., HMOs, PPOs, 
POS) may reduce out-of-pocket expenses and offer 
additional benefits. 

► Medical savings accounts lMSAs}. Referred to as 
11Medisave 11 , these accounts would provide a high­
deductible insurance policy and a cash deposit to the 
MSA that would cover a significant portion of the 
deductiple. The policy would have no copayments, so 
beneficiaries would be assured a limit on their out-of­
pocket c osts • 

► 

Beneficiaries can spend their MediSave funds for 
whatever medical needs they have or use them to 
purchase long-term care insurance. 

A beneficiary could use MediSave funds for non-health 
related purposes as long as a minimum balance of 60% of 
the high deductible is maintained. Funds used for non­
health care expenses and interes t earned on MediSave 
a ccounts woul d be taxed as income . 

The high-deduc tible amount would be capped. 

Provider Service Networks. Doctors and hospitals could 
form networks without being licensed ·a s an insurance 
company or managed care company. 

Pr ivate f ee-for -service plans . While not addressed in 
the general description, the attachments indicate that 
private f ee-for-service plans will also be available. 

Increasing Choices--Issues 

• Under the MPA, the federal contribution is based upon a 
fixed amount increased in subsequent years by a fixed growth 
rate. Based on the per capita spending amounts a s sumed 
under the Budget Resolution, the growth rate for the f e deral 
contribution would be far than less projected per capita 
growth rates for traditional Medicare and even private 
hea l th insurance. Thus, it appears unlikely the fixed 
contribution would be sufficient over time for beneficiaries 
to purchase their p l an of choice without incurring 
significant out-at-pocket expenses. In addition, it is 
questionable whether ade quate numbers of private plans would 
participate in Medicare Plus system if the f ederal 
contribut i on is inadequate . 

♦ The MPA s tates that the federal contri bution would be ris k 
adjusted f or age and other f actors. Howeve r , development of 
r e liable risk adjustment methods is in its early stages . 
Risk ad just ment wil l be critical to ensure t ha t pl ans a r e 

2 
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• not penalized if their enrollee population is sicker than 
average or rewarded if their enrollment is healthier than 
average. 

• In order for beneficiaries to compare competing alternative 
plans under the Medicare Plus system, they will need 
comparative infonnation quality as well as price, network 
composition, benefits, cost-sharing, and other !actors. 
Comparative infonnation on the quality of care provided by 
competing plans is difficult to measure--but of vital 
importance to potential enrollees , particularly if they can 
only change plans on a yearly basis, as proposed in the MPA. 
The need for reliable quality of care assessments is of 
particular concern to Medicare beneficiaries, because they 
are more likely to be alone and frail and, thus, unable to 
navigate the bureaucracy of a managed care plan or to have 
others do so on their behalf. However, development of 
reliable methods to measure quality of care is still in its 
early stages 

♦ It is unclear in the MPA what entity would ensure that 
standards (e.g., consumer protections, solvency 
requirements, marketing standards) would be met by plans. 

•· The Medical Savings Account option could lead to a self­
selection bias against traditional Medicare, with healthy 
individuals choosing the MSA and others left in the 
traditional Medicare program. 

• 

► According to the Medicare Continuous History sample, 
average per capita spending in 1993 for was ~, . 486. 

++ Within this sample, however, 55 percent of the 
beneficiaries had less than $1,000 in 
reimbursement in the previous three years. For 
this group, average per capita spending in 1993 
was $1,598, only 46t of the average for the entire 
sample. 

++ There was also a large group, 24 percent of 
sample, that had no reimbursement made on their 
behalf in the last three years. For this group, 
the average per capita spending was $1,122 only 
35% of the average for the whole sample. 

► Thus, a MSA Option for Medicare could potentially be 
costly to the program if l~w cost beneficiaries opted 
for MSA's. 

► Under this scenario, the per capita cost of providing 
care in traditional Medicare would escalate 
dramatically since the costs of care for sicker 

3 
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♦ 

♦ 

♦ 

♦ 

beneficiaries would be spread across a smaller base. 
This escalation in pe~ capita spending resulting from 
selection could trigger provider cuts under the "fail 
safe" provisions further destabilizing traditional 
Medicare. 

There is no indication that the MSA option is a one-time 
choice. If beneficiaries are allowed in and out of the MSA 
option selection problems will be even worse. 

J. JJ~ste, Frauc!, and Abuse--~nrnm"ry of Provisions 

The Department of Health and Human Se:r::vices is provided wi th 
the authority to reward beneficiaries who report instances 
of waste, fraud and abuse. 

SNFs and Home Health Agencies would be required to provide 
up-tront cost estimates to any patient. 

Significant penalties imposed on anyone who defrauds 
Medicare . 

waste, Fraud and Abuse--Issues 

A large proportion of beneficiaries currently report 
instances of was te, fraud and abuse. Providing rewards to 
beneficiaries who already do so would result i n added costs. 
This provision would also be admi nistratively compl ex. 

.&. Government as a Health care Buyer--snmm"ry of Provisions 

• Limits updates for hospitals and physician se:r::vices 

•· The bill phases out funding for medical residency programs 
for non-citizens and graduate medical education funding 
subsidies that draw doctors into highly specialized fields, 
targeting the funds for primary care. 

♦ 

Government as a Health Care Buyer--Issues 

In general, we support both the goals of reducing the number 
of residency positions in the U.S. and focusing more 
resources on primary care training. However, in any policy 
which focuses on reducing or eliminating the number of 
international medical graduates we woul d be vecy concerned 
about the impact on hospitals which rely heavily on those 
IMGs for providing services . 

4 
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5. Income-Related Premium--aurnmary of Provision 

♦ Single beneficiaries with incomes over $75,000 and couples 
with incomes over $150,000 would pay higher Part B premiwns 
instead of receiving a subsidy from the taxpayers. 

Income-Related Premiwn--Issues 

6. ""Fail Sate11--PYrnmllry ot Provision 

• The MPA would set spending growth rates for provider 
categories such as inpatient hospital services, physician 
services, home health care, durable medical equipment and 
laboratory services . 

• Each year the secretary ot HHS would determine i f the level 
of services being provided would exceed designated spending 
growth. I f it would, the secr~tary would reduce payment 
updates to guarantee that spending growth targets were met. 

• 
"Fail Sate••-- rssues 

rt is unclear how a target system would work in a world 
where enrollment in the traditional Medicare would be in 
flux and where traditional Medicare would be subject to 
significant adverse selection . 

• To the extent that provider payment updates are unreasonably 
low, the viability of traditional Medicare is threatened. 

The attachments to the general description also note the 
f ollowing provisions of the MPA: 

♦ Repeals of Stark I and II "excessive" regulations 

• · An advisory commission on Medic~re 

• A commission to recotumend Medicare policy changes to prepare 
for retirement of the baby boom generation 

5 
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DRAFT 

• OVERVIEW, REPUBLICAN :MEDICARE PIJAN 

PROPOSAL COMMENT 

Traditional Medicare/keeping commitment 

l. Average payment per beneficiary will That is a cut of $1700 per beneficiary 

rise to $6,700 in 2002 from CBO baseline 

2. No change in copayments, 
deductibles. 

3. Keep premium at 31.5 percent Current premium analysis 

The better Medicare - more choices 

Choose between traditional Medicare and Multiple choice of different types of plans 

private sector options in new Medicare Plus. with different benefits raises consumer 

Any private insurer who at least covers information/ comparison issue, and adverse 

Medicare benefits and meets consumer selection issue 
protection standards can apply. Options 
include: 

• 1. Coordinated care - must meet What are standards -- implies that they may 

solvency, and offer minimum benefit package not be same as current?(Note - health plan 

equal to that of Medicare -- quality, access, beneficiary protection 
standards issue may be an underlying 
weakness] 

2. Medical savings accounts - high This means that it is not the standard 

deductible policy plus MSA deposit. Medicare benefit (which is promised in 
introductory language) 
Adverse selection - Tyson argument 

"' Provider service networks -- meet Standards issue again .) . 

solvency and marketing requirements. 

4. Per beneficiary contribution adjusted How tight index? This means that $ 

for age, other factors, indexed to specified contribution unrelated to benefits - buys less 

growth rates. and less -- and beneficiary pays more and 
more in premium -- balance billing at 
premium level 

5. Plans agree to take all applicants. 

• 
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DRAFT 

• PROPOSAL COMMENTS 

Waste, fraud, and abuse 

1. Reward beneficiaries who report Much of this already occurs today 
incidences 

2. Require SNFs/HHAs to provide cost 
estimates up front. 

3. Imposes significant penalties on those 
who defraud Medicare 

Seeking value for the government as a 
health care buyer 

1. Phases out funding for residency What happens to hospitals, areas that rely on 
programs for non-citizens and these providers (NYC issue) 
graduate education subsidies that draw 
doctors into highly specialized fields, How deep a cut -- what are specifics 
targetting funds on primary care. 

• 2. Provide doctors options. 

3. Enable doctors to escape paper burden Does this mean allow balance billing -- either 
and restrictive payment rules in standard Medicare, in with.in health plans? 

Affluence testing for subsidized premiums 

1. Single seniors with income over What is maxirnwn % ? 
$75,000 and couples over $150,000 
will pay higher prerniwns 

2. Gives states the ability to reduce costs 

Guaranteeing solvency through failsafe 

1. Set growth rates by provider type This is the cost containment. What are 
growth rates required to achieve targets? 

2. Monitor, revise payment updates to Have we ever achieved them? 
reach target Black box - magic 

• 
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DRAFT September 14, 1995 

summary of Provisions and Issues 
The House Republican Leaderahip•s 

"MEDICARE PRESERVATXOII ACT OP 1995" 

1. Rttaining Traditional Xe4ieare--~~mm~ry of Provisions 

• Beneficiaries automatically enrolled in traditional Medicare 
unless they choose a Medicare Plus Option. 

► No changes in deductibles or coinsurance 

► Increase Part B premium to 31.5% of projected program 
costs (see increase in premium for high income 
beneficiaries in Section 5). 

• Average per beneficiary spending will increase from $4,800 
in 1996 to $6,700 in 2002. 

• 
Retaining Traditional Kedicare--Issues 

The MPA claims to allow beneficiaries to remain in 
traditional Medicare. However, under the MPA physicians 
could serve beneficiaries enrolled in private fee-for­
service plans, MSA/high deductible plans and provi der 
service networks. There is no indication in the proposal 
that beneficiaries would have extra-billing protection under 
these plans. If a significant portion of physicians in an 
area begin serving beneficiaries only through these 
alternative plans in order to avoi d extra-bill i ng l imits 
under traditional Medicare, choosing to remain in 
traditional Medicare will not be a •real• option for 
beneficiaries. 

2. Increasing Cboices--summary of Provisions 

• Beneficiaries may choos e from several private sector options 
in a new Medicare Plus system . 

• Each year, beneficiaries would receive a booklet desc ribing 
approved plans available in their geographic area. All 
plans must meet consumer protection standards, cover at 
least Medicare benefits, and meet solvency standards. 

• The federal contribution would be adjusted for age and other 
factors. Each year the federal contribution would increase 
according to specified growth rates. 

• All plans must take all applicants; applicants cannot be 
involuntarily disenrolled by the plan. 

• Options include: 
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► Coordinated care Rlans. These plans (e.g., HMOs, PPOs, 
POS) may reduce out-of-pocket expenses and offer 
additional benefits. 

► Medical savings accounts lMSAsl. Referred to as 
"Medisave", these accounts would provide a high­
deductible insurance policy and a cash deposit to the 
MSA that would cover a significant portion of the 
deductible. The policy would have no copayments, so 
beneficiaries would be assured a limit on their out-of­
pocket costs . 

► 

Beneficiaries can spend their MediSave funds for 
whatever medical needs they have or use them to 
purchase long-term care insurance. 

A beneficiary could use MediSave funds for non-health 
related purposes as long as a minimum balance of 60t of 
the high deductible is maintained. Funds used for non­
health care expenses and interest earned on MediSave 
accounts would be taxed as income. 

The high-deductible amount would be capped. 

Provider Service Networks. Doctors and hospitals could 
form networks without being licensed ·as an insurance 
company or managed care company. 

Private fee-for-service plans . While not addressed in 
the general description, the attachments indicate that 
private fee-for-service plans will also be available. 

Increasing Choices--Issues 

• Under the MPA, the federal contribution is based upon a 
fixed amount increased in subsequent years by a fixed grot.th 
rate. Based on the per capita spending amounts assumed 
under the Budget Resolution, the growth rate for the federal 
contribution would be far than less projected per capita 
growth rates for traditional Medicare and even private 
health insurance. Thus, it appears unlikely the fixed 
contribution would be sufficient over time for beneficiaries 
to purchase their plan of choice without incurring 
significant out-of-pocket expenses. In addition, it is 
questionable whether adequate numbers of private plans would 
participate in Medicare Plus system if the federal 
contribution is inadequate. 

♦ The MPA states that the federal contribution would be risk 
adjusted for age and other factors. However, development of 
reliable risk adjustment methods is in its early stages . 
Risk adjustment will be critical to ensure that plans are 

2 
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not penalized if their enrollee population is sicker than 
average or rewarded if their enrollment is healthier than 
average. 

In order tor beneficiaries to compare competing alternative 
plans under the Medicare Plus system, they will need 
comparative information quality as well as price, network 
composition, benefits, cost-sharing, and other factors. 
Comparative information on the quality ot care provided by 
competing plans is difficult to measure--but of vital 
importance to potential enrollees, particularly if they can 
only change plans on a yearly basis, as proposed in the MPA. 
The need tor reliable quality of care assessments is of 
particular concern to Medicare beneficiaries, because they 
are more likely to be alone and frail and, thus, unable to 
navigate the bureaucracy of a managed care plan or to have 
others do so on their behalf. However, development of 
reliable methods to measure quality ot care is still in its 
early stages 

It is unclear in the MPA what entity would ensure that 
standards (e.g., consumer protections, solvency 
requirements, marketing standards) would be met by plans. 

The Medical Savings Account option could lead to a self­
selection bias against traditional Medicare, with healthy 
individuals choosing the MSA and others left in the 
traditional Medicare program. 

► According to the Medicare Continuous History sample, 
average per capita spending in 1993 for was ~, . 486. 

++ Within this sample, however, 55 percent of the 
beneficiaries had less than $1,000 in 
reimbursement i n the previous three years. For 
this group, average per capita spending in 1993 
was $1,598, only 46\ of the average tor the entire 
sample. 

++ There was also a large group, 24 percent of 
sample, that had no rei mbursement made on their 
behalf in the last three years. For this group, 
the average per capita spending was $1,122 only 
35t of the average for the whole sample. 

► Thus , a MSA Option f or Medicare could potentially be 
costly to the program if l~w cost beneficiaries opted 
for MSA's. 

► Under this scenari(;), the per capita cost of providing 
care in traditional Medicare would escalate 
dramatically since the costs of care for sicker 

3 
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beneficiaries would be spread across a smaller base. 
This escalation in per capita spending resulting from 
selection could trigger provider cuts under the "fail 
safe" provisions further destabilizing traditional 
Medicare. 

There is no indication that the MSA option is a one-time 
choice. If beneficiaries are allowed in and out of the MSA 
option selection problems will be even worse. 

3. Waste, Praud, and Abuae--Summary of froyisions 

♦ The Department of Health and Human Services is provided wi th 
the authority to reward beneficiaries who report instances 
of waste, fraud and abuse. 

• SNFs and Home Health Agencies would he required to provide 
up-front cost estimates to any patient. 

• significant penalties imposed on anyone who defrauds 
Medicare . 

• 
•••~•, Fraud and Abyse--Issues 

A large proportion o f beneficiaries currently report 
instances of waste, fraud and abuse. Providing rewards to 
beneficiaries who already do so would result in added costs. 
This provision would also be administratively complex. 

,. Government as a Health care suyer--Summary of Provisions 

• Limits updates for hospitals and physician services 

+· The bill phases out funding for medical residency programs 
for non-citizens and graduate medical e ducation funding 
subsidies that draw doctor5 into highly specialized fields, 
targeting the funds f or primary care . 

• 
Government as a Health Care Buyer--Issues 

In general, we support both the goals of reducing the number 
of residency positions in the U.S. and focusing more 
resources on primary care training. However, in any policy 
which focuses on r educing or eliminating the number of 
international medical graduates we would be very concerned 
about the i mpact on hospitals which rely heavily on those 
IMGs for providing services . 

4 
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5. Income-Related Premium--aupnpary ot Provision 

• Single beneficiaries with incomes over $75,000 and couples 
with incomes over $150,000 would pay higher Part B premiUllls 
instead of receiving a subsidy from the taxpayers. 

Income-Related Premium--Issues 

6. ""Fail Sare"--Aumm•ry of t>rovision 

• The MPA would set spending growth rates for provider 
categories such as inpatient hospital services, physician 
services, home health care, durable medical equipment and 
laboratory services. 

• Each year the Secretary of HHS would determine if the level 
of services being provided would exceed designated spending 
growth. If it would, the secr~tary would reduce payment 
updates t o guarantee that spending growth targets were met. 

♦ 

"fail Safe11-- :rssues 

It is unclear how a target system would work in a world 
where enrollment in the traditional Medicare would be in 
flux and where traditional Medicare would be subject to 
signif icant adverse s election. 

• To the extent that provider payment updates are unreasonably 
low, the viabi lity of traditional Medicare is threatened. 

The attachments to the general description also note the 
fol l owing provisions of the HPA: 

♦ 

♦ 

♦ 

Repeals o f Stark I and II "excess ive" regulations 

An advisory commission on Medic~re 

A commission to reco?Dlllend Medicare policy changes to prepare 
f or retirement of the baby boom generation 

5 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D .C. 20503 

THE DIRECTOR 

Hono}'3ble J. James Exon 
Ranking Member 
Committee on the Budget 
United States Senate 

. Washington, D.C. 20510 

Dear Senator Exon: 

October 23, 1995 

I am writing to transmit the Administration's views on the actions that Senate 
committees have taken tQ comply with their budget reconciliation instructions. 

You should have no doubt about the President's position: If reconciliation legislation 
were sent to him with the extreme spending cuts and huge tax cuts called for in the budget 
resolution, he would veto the bill. The President has stressed the importance of finding 
common ground with Congress on a budget plan that will best serve the interests of the 
American people. 

As you know, the President shares with congressional leaders the goal of balancing 
the budget. But, as the President and his senior advisors have repeatedly noted, the 
Administration has profound differences with the overall approach that Congress has adopted 
to reach that goal: 

• The President's plan: The plan, which the President announced in June, would 
protect Medicare until 2006 and retain Medicaid as an entitlement;· invest in education 
and training and other priorities; and provide for a targeted tax cut to help 
middle-income Americans raise their children, save for the future, and pay for 
postsecondary education. 

To reach balance, the President would eliminate wasteful spending, streamline 
programs, and end unneeded subsidies; take the first, serious steps toward health care 
reform; reform welfare to reward work; cut non-defense discretionary spending (other 
than .the President's investments) 22 percent in real terms in 2002; and target tax 
relief to those who really need it. 

• The Republican plan: The Republican plan -- as reflected in the committee 
reconciliation. provisions - seeks to balance the budget while providing a huge tax cut 
whose benefits would flow disproportionately to those who do not need them. 

To reach balance, the Republican plan would cut deeply into such mandatory 
programs as Medicare, Medicaid, student loans, and food stamps, and would raise 
taxes on millions of working families by slashing the Earned Income Tax Credit 
(EITC). By extending the discretionary caps at Republican-proposed levels, the 
Republican plan would force deep cuts in virtually all discretionary programs, 
including education and training, science and technology, environmental protection, 
and other priorities. 



\ , ' . 

The President believes strongly that, while his approach reflects the common ground 
that Americans share, the Republican plan reflects an extreme and unwise approach that will 
hurt average Ameri_cans and help special interests. He has repeatedly urged Congress to 
work with him on a more reasonable path that will help raise average living standards in the 
future. 

The Republican majority, however, has shown little inclination to move to a more 
responsible path. The Finance Committee, for instance, has passed deep, unwarranted cuts 
in Medicare that would raise costs for beneficiaries and sharply cut payments to providers, 
jeopardizing access to, and the quality of, care. In addition, Finance would convert 
Medicaid into a block grant, which is unacceptable. Under the Finance Committee approach, 
states would face untenable choices: cutting benefits, dropping coverage for millions of 
beneficiaries, or reducing provider payments to a level that would undermine the ability to 
adequately serve beneficiaries. Furthermore, Finance would end standards needed to protect 
residents of nursing homes, and would not ensure coverage for some of the most vulnerable 
Americans -- poor children. 

The Republican tax plan hurts working Americans. The Finance Committee would 
raise taxes on 17 million working families by cutting the EITC. And it would make unwise 
changes to pension fund asset reversions -- making it easy for companies to withdraw 
"excess" pension assets -- threatening the retirement benefits of workers and increasing the 
exposure of the Pension Benefit Guaranty Corporation, which guarantees these benefits. In 
addition, the Governmental Affairs Committee would raise Federal employee retirement 
contributions -- which is tantamount to raising employees' taxes. 

The Finance Committee has included the Senate-passed welfare reform bill in the 
reconciliation bill. Overall, food program and EITC cuts elsewhere in reconciliation, 
together with other low-income program cuts, are excessive. For welfare reform to succeed, 
it must save money by moving people from welfare to work, not by merely cutting them off 
or shifting costs to the states. The cost of excessive program cuts -- to working families, 
families with small children, low-income immigrants, disabled children, and the elderly 
receiving Supplemental Security Income - would be grave. The Administration proposes a 
more acceptable level of cuts, coupled with strong programmatic reforms. 

Other committees are making cuts in programs that would adversely affect millions of 
students and their families, children, the poor of all ages, farmers, and the environment. 

The Senate Labor and Human Resources Committee would raise college loan costs to 
middle- and low-income students and parents, and tax colleges and universities. In 
particular, the Committee would cap the Direct Student Loan Program, reversing the 
program's significant progress and ending the participation of over 600 schools and hundreds 
of thousands of students. These actions hurt middle- and low-income families, make student 
loan programs less efficient, perpetuate unnecessary red tape, and deny to students and 
schools the free-market choice of guaranteed or direct loans. 

2 



' . 

The Agriculture Committee would cut farm spending over three times more than the 
President, reducing farm income and jeopardizing recent record gains in U.S. farm exports. 
Also, it would cut food stamps too much - even more than the Senate welfare bill -
threatening the nutritional safety net for children, the elderly, and working families. 

The Energy and Natural Resources Committee would open the Arctic National 
Wildlife Refuge (ANWR) to oil and gas drilling, threatening a rare, pristine ecosystem, in 
hopes of generating $1.3 billion in federal revenues - a rev~ue estimate based on wishful 
thinking and outdated analysis. Moreover, the potential for long-term damage to this 
biologically-rich wilderness is simply too great. The Administration, instead, supports 
efforts to protect the refuge's coastal plain permanently. 

Already, the President has made it clear that he will veto any reconciliation bill that 
includes Medicare and Medicaid cuts of the sire that the budget resolution calls for. Also, as 
I wrote to the Energy and Natural Resources Committee on September 21, the President will 
veto any reconciliation bill that opens ANWR to oil and gas drilling. But our serious 
concerns do not end with the specific veto threats that we have issued. For the wide array of 
reasons discussed in this letter, this bill remains unacceptable to the Administration and to 
the American people. 

This nation was founded on the dream that all families should be given the 
opportunity to improve their lives and the future of their children. The Republican plan 
undermines that dream and promotes the wrong set of priorities for the nation. 

Attached is a more detailed review of our concerns. 

Although we have major differences with Congress at this point, we hope to work 
with you to find a common path to balance the budget in a way that will improve the 
standard of living of all Americans. 

Attachment 

Sincerely, 

(Qu_ 1>\. 
Alice M. Rivlin 
Director 

~~.,.;,_ 

Identical letters sent to Honorable Pete V. Domenici, 
Honorable Robert Dole, and Honorable Thomas Daschle 
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CONCERNS WITII SENA TE RECONCILIATION PROVISIONS 

-
SENA TE AGRICULTURE 

Fann policy 

The Administration objects to the $13.4 billion cut in farm program spending over 
seven years - well over the $4.2 billion in seven-year savings in the President's balanced 
budget plan. Cuts of the Senate's magnitude would unacceptably reduce U.S. farm income 
and damage U.S. agricultural export opportunities in the world economy. 

The bill does not direct funding to those who most need it, and would punch holes in 
the safety net for family farmers; while it would significantly protect large-scale farming, it 
would not significantly protect small-scale farming. 

Moreover, farmers would no longer have to participate in the Federal Crop Insurance 
Program as a condition of receiving farm program benefits, potentially undoing the major 
reforms only recently achieved in that program. 

The bill would cut international trade promotion and market development assistance. 
It would cut the Export Enhancement Program by 20 percent a year, and the Market 
Promotion Program by 32 percent a year, diminishing our ability to compete in international 
markets -- in stark contrast to our competitors who continue to subsidize their farmers 
substantially. 

In addition, the bill would cut incentives for voluntarily accomplishing conservation 
goals. It would cut the Conservation Reserve Program in half (costing about 15 million 
acres of resource protection) compared to the Administration's baseline. It would prohibit 
the Wetland Reserve Program from offering permanent easements, thus requiring USDA to 
pay multiple times for the same piece of land in order to protect wildlife and water quality. 
Especially at a time when regulatory controls for wetlands protection are under attack, 
Congress should not cut incentive-based programs so drasti~y. 

Food Stamps and Child Nutrition 

The committee's proposal includes the Senate welfare bill's food stamp provisions and 
other provisions. All told, the committee would cut food stamps by $31 billion -- $4 billion 
more than the Senate welfare bill. The President's balanced budget plan includes a 
preferable funding level, saving $19 billion over seven years but preserving uniform, national 
eligibility for most of those now entitled to the program. We must preserve the national 
nutrition safety net, which assists about 27 million low-income children, elderly and working 
families. 
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While, generally, Senate-proposed changes to nutrition programs improve on those in 
the House welfare bill -- such as by rejecting block grants for child nutrition programs and 
WIC - the Administration strongly opposes the food stamps block grant option; which the 
Senate welfare bill includes. By not requiring that all assistance go for food, the Senate 
would endanger the national program and move toward abdicating the federal role in 
combating hunger. Especially if Congress creates an AFDC block grant, we must preserve a 
national food stamp entitlement program; a national nutrition program helps put food on the 
table for low-income families who may lose their cash assistance, and it helps ~gricultural 
producers. 

Moreover, the Administration strongly believes that all food stamp spending should 
go for food assistance, not just 80 percent, as the Senate block grant option would permit. 
Federal nutrition programs have produced measurably better health among the many people 
who get food assistance. National nutrition standards and a funding mechanism that lets the 
programs expand to meet greater needs in times of national or regional economic hardship 
are essential to feasible welfare reform. 

SENA TE ARMED SERVICES 

The Administration is pleased that the Senate chose not to break faith with our service 
men and women by changing the method for computing military retirement pay, but instead 
chose to allow increased sales from the National Defense Stockpile to offset defense 
mandatory program increases. 

The committee also proposes to sell the Naval Petroleum Reserves, as the President 
proposed. The Administration urges Congress not to rush the sale, enabling the federal 
government to receive fair market value for the assets. 

SENATE BANKING. HOUSING, AND URBAN AFFAIRS 

Banking Insurance Fund (BIF)/Savings ~ociation Insurance Fund (SAIF) 

The Administration strongly supports the Committee's action to deal with the financial 
problems of the Savings Association Insurance Fund (SAIF). It is essential to eliminate the 
perverse incentives created by a premium differential between SA.IF and the Bank Insurance 
Fund (BIF). The bill would do so through a one-time special assessment on SA.IF-insured 
deposits and by spreading Financing Corporation payments pro rata over all FDIC-insured 
institutions. In addition, we believe that the legislation should unambiguously provide for the 
SAIF's merger with BIF, which is essential to assuring that SAIF's structural vulnerabilities 
cause no further problems. While the Administration supports an ultimate merger of the 
thrift and bank charters, the difficult issues involved in the charter merger (including tax 
issues) should not interfere with enactment of a comprehensive solution to SAIF's financial 
problems that includes merging the deposit insurance funds. The Administration is also 
concerned that future congressional action to trigger the fund merger may carry a budgetary 
cost, creating an obstacle to it. 
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HUD Rental Subsidy Annual Adjustment Factor 

The Administration is concerned about the equity of limiting the 1 percentage point 
cut in HUD's annual adjustment factor for subsidized rents to only one form of Section 8 
rental assistance - tenant-based certificates. The Administration prefers the House approach 
- consistent with the Administration's 1995 and 1996 budget proposals - ~f ~xtending this 
reduced adjustment to all forms of Section 8 subsidies, including tenant-based certificates and 
subsidies attached to projects. Congress enacted this approach for one year only as part of 

. the 1995 VA/HUD Appropriation Act, and will likely enact it again in the 1996 
Appropriation. 

SENA TE COMMERCE, SCIENCE, AND TRANSPORTATION 

Spectrum Auction 

The Administration commends the Committee for including legislation to raise funds 
from spectrum auction, and believes the Committee's spectrum language is preferable to the 
House Committee's. Unlike the House provision, the Senate provision provides for paying 
(from auction proceeds) the costs that federal agencies bear in migrating from one portion of 
the telecommunications spectrum to another. This provision could be particularly important 
for the Departments of Defense and Justice and the Federal Aviation Administration. We 
should not require agencies to absorb these costs in their discretionary appropriations. 

Rail Infrastructure 

The Administration objects to the Committee's decision to spend $70 million over 
seven years to make available up to $ 100 million a year in guaranteed loans under the 
Federal Railroad Administration's Section 511 program. Railroads are financially healthy 
and have access to substantial financing through the private capital markets. In this era of 
declining discretionary budgets, subsidized loans to private, profitable corporations are 
objectionable. 

The Administration also objects to spending $75 million to revive the Local Rail 
Freight Assistance program. The Administration proposed to terminate this program in the 
1996 Budget, and both House and Senate appropriators chose to eliminate it as well. The 
federal government should not be in the business of handing out grants to private 
corporations. 
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SENATE E1'WGY AND NATIJRAL RF$0URCES 

Arctic National Wildlife Refuge 

As noted above, the President will veto any reconciliation bill that opens the Arctic 
National Wildlife Refuge (ANWR) to oil and gas drilling. Exploration and development 
activities would bring physical disturbances to the area, unacceptable risks of oil spills and 
pollution, and long-term effects that would harm wildlife for decades. Moreover, the 
estimate that ANWR will generate $1.3 billion in federal revenues from oil and gas leasing is 
wishful thinking, based on projected oil prices in the year 2000 of above $30 per barrel --

. even though the Energy Information Agency now predicts prices will only be about $19 per 
barrel. The estimate also fails to consider new geological information showing lower 
recoverable oil estimates and Alaska's claims that its Statehood Act entitles it to 90 percent 
of all revenues -- not 50 percent, as the estimate assumes. 

Hard.rock Mining Ref onn 

The Administration is concerned that the Committee's proposal to reform the 
antiquated 1872 hardrock mining law would, in fact, leave it largely intact. Most notably, 
the proposal essentially retains the notorious patenting provision whereby the government 
transfers billions of dollars of publicly-owned minerals at relatively little charge to private 
interests. The proposed "net" royalty on proceeds from minerals production on federal lands 
has excessive deductions, and would raise only a small amount of money to compensate 
taxpayers or fund the cleanup of abandoned mines that are degrading water supplies and 
otherwise harming the environment. 

Additional Concerns 

The Administration opposes the proposal to sell an additional 32 million barrels of 
Strategic Petroleum Reserve (SPR) oil, beyond the seven million proposed in the President's 
1996 Budget and included in the 1996 Interior Appropriations Conference Report. The 
Administration is pleased with provisions which advance prospects for selling the Uni~ ;' 
States Enrichment Corporation (USEC), although we are concerned about Senate provisions 
that would transfer exclusive rights to gaseous diffusion technology from the Energy 
Department to USEC and believe some changes are needed to successfully implement the 
Russian uranium agreement. In addition, while we appreciate inclusion of the Alaska Power 
Administration sale to current customers - as the Administration has proposed - we believe 
that all Power Marketing Administrations, except the Bonneville Power Administration, 
should be sold to their customers. 

The Committee also has chosen to use the reconciliation bill as a catch-all for various 
objectionable policies, many of them having nothing to do with balancing the budget. The 
oil and gas royalties proposal includes a number of provisions that would make royalty 
collection far more difficult and costly for the federal govern_ment. The Ward Valley (CA) 
Land Transfer (which the Administration supports in concept) includes no environmental 
conditions. The Communication Site Fees proposal would prevent the National Forest and 
Bureau of Land Management (BLM) lands from implementing a fair market value fee 
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schedule that they developed over the past three years, reducing and delaying revenues to the 
Treasury and to states and counties where the sites are located. The aircraft services 
proposal would raise the Interior Department's federal procurement costs and reduce 
efficiency. The Reclamation Reform Act proposal would unjustifiably allow large 
landowners to prepay, at a discounted rate, the highly subsidized debt they owe the U.S. for 
their share of capital costs of Bureau of R~lamation irrigation projects. The Collbran 
Project Transfer proposal, by delaying the transfer until 2000 but not adjusting the price tag 
or covering the power debt, would provide an unwarranted triple subsidy to the project's 
water district conservancy. 

SENATE FINANCE 

Medicare 

The Administration strongly opposes the magnitude of the proposed Medicare cuts -­
$270 billion over seven years. While Republicans say we need cuts of this size to "save" the 
Medicare Part A Trust Fund, in fact we need only about $90 billion in Part A savings to 
ensure the trust fund's solvency for the next 10 years. The rest of the Republican Medicare 
cuts would finance the Republican tax cut. 

Further, the Republican plan imposes almost $70 billion in new financial burdens on 
beneficiaries. Most of it comes from setting the Part B premium to cover 31.5 percent of 
program costs. This increase is excessive. The Republican plan also more than triples the 
Part B premiums for some higher-income beneficiaries. For all beneficiaries, the Part B 
deductible would more than double by 2002. The Republican plan then compounds these 
direct new burdens on beneficiaries by imposing many hidden cuts that will force them, over · 
time, to pay much more for their health care services. 

For example, the Senate's new "Medicare Choice" option actually gives beneficiaries 
less choice. Though it promises to give beneficiaries free choice between traditional 
Medicare and all the options under Medicare Choice, the legislation applies distinctly uneven 
rules to Medicare and Medicare Choice, making the former much less attractive "to providers 
than the latter. These incentives, along with a provision that applies the so-called "budget 
expenditure limiting tool" (BELT) of more cuts only to the traditional program, would 
reduce providers' willingness to serve beneficiaries in traditional Medicare. This will restrict 
beneficiary choice, not enhance it. Medicare Choice, as structured in the Republican plan, 
also would promote adverse risk selection that could increase costs for the traditional 
program. The Administration does not support efforts to use Medicare beneficiaries to 
experiment with untested concepts that could weaken the program. 

The Medicare Choice "choice" is also a bad one for beneficiaries because they will 
lose protection from "balance billing," whereby providers charge beneficiaries more than 
Medicare approves. Medicare permits no balance billing by hospitals and only limited 
balance billing by physicians. Medicare Choice plans, however, will widely permit it. 
Physicians, and possibly other providers such as hospitals and skilled nursing facilities, in 
fee-for-service Medicare Choice plans will be able to charge patients whatever they want. 
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The same will be true for patients electing the catastrophic or medical savings account 
(MSA) plans. For managed care plans, the Senate bill appears to let each private plan decide 
whether to offer beneficiaries any protection from unlimited provider charges. There would 
be no Federal protection for beneficiaries in these plans. Whenever patients receive non­
emergency care outside of the plan - even if the plan authorizes such care -- beneficiaries 
would not be protected from excessive charges by physicians. Given the very tight caps that 
this bill would impose, provider pressures to balance bill will grow. If providers begin to 
move to Medicare Choice plans to escape balance billing limits, beneficiaries will face the 
choice of following them and paying more, or remaining in traditional Medicare where fewer 
doctors and hospitals are able to care for them. 

Medicaid 

The Administration strongly opposes both the magnitude of proposed Medicaid cuts -­
which would cut federal payments to states by $182 billion, or 20 percent, below current law 
-- and the conversion of Medicaid into a block grant, eliminating guaranteed coverage to 
millions of Americans. By 2002, the cuts would amount to a 30 percent reduction below 
CBO's estimate of the cost to maintain current services. To reach these savings, per capita 
health care spending growth under Medicaid would have to fall to an average of 1.4 percent 
a year over the next seven years; by contrast, per capita spending in the private sector is 
projected to grow by 7 .1 percent a year over this period. Given such a low rate of growth, 
states would face untenable choices: cutting provider payment rates, cutting benefits, or 
dropping coverage for millions of beneficiaries. 

Furthermore, in converting Medicaid into a drastically smaller block grant program, 
the Committee bill reduces the guarantee of coverage on which millions of low-income 
families have depended. Over 36 million Americans - individuals with disabilities, children, 
pregnant women, elderly nursing home residents, mentally retarded children and adults, 
mentally ill persons, and others - who cannot pay for their own health care are now assured 
access to a package of basic services. Because this guarantee is eliminated, millions of 
children and many other vulnerable Americans could lose access to health care. 

Although the Chafee amendment purported to "guarantee" coverage to certain groups, 
it does not define coverage. For example, it leaves the definition of who is disabled and, --.· 
thus, eligible for guaranteed coverage entirely to the states. Further, given the siz.e of 
proposed Medicaid cuts, the level of benefits that the states could guarantee could be 
minimal. 

The Senate bill jeopardiz.es the income, homes, and cars of nursing home residents 
and their spouses. Under current law, federal Medicaid eligibility standards, which the 
Senate bill would repeal, protects these residents and their spouses from losing their homes 
and cars. Also under current law, spousal impoverishment provisions protect a minimum 
level of income and assets, not including the home and car. Because the Senate bill leaves 
both eligibility requirements and spousal impoverishment protections up to the states, the 
federal government would no longer assure that the income, homes, and cars of Medicaid 
recipients will be protected. 
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The bill also repeals federal nursing home quality standards for Medicaid and directs 
states to adopt whatever standards they choose. With an enormous cut in federal financial 
assistance, states may not be able to afford to develop and enforce standards to ensure a high 
quality of care and quality of life. 

The bill also repeals protection for low-income Medicare beneficiaries under 
Medicaid. Currently, an estimated 5 million individuals receive Medicaid assistance with 
their Medicare premiums, deductibles, and other cost sharing. The need was so great that . 
congressional Democrats and Republicans came together to create the Qualified Medicare 
Beneficiary (QMB) program. President Reagan signed legislation to create the program; 
President Bush signed a bill to expand it. These beneficiaries are doubly hit by Republican 
proposals. First, Republican Medicaid proposals eliminate guaranteed coverage of Medicare 
cost-sharing, potentially leaving beneficiaries ultimately liable. In addition, Republican 
Medicare proposals will exacerbate the hardship by increasing the premium amounts they 
must pay. 

The Administration is concerned that the Committee bill repeals the Vaccines for 
Children Program (VFC), a 100 percent federally-funded entitlement for Medicaid-eligible, 
uninsured, under-insured, and Indian children. Although the bill requires states to cover 
immunii.ations for Medicaid-eligible children, thousands of uninsured, under-insured, and 
Indian children would lose coverage. Further, in converting Medicaid into a drastically 
reduced block grant, federal funding dedicated to immunizing children would decline, 
threatening our efforts to insure that 90 percent of all children under age 2 are properly 
immunized for the initial, and most crucial, doses of vaccine. 

Earned Income Tax Credit (EITC) 

The Administration strongly objects to the Committee's proposal to cut the EITC by 
$43.5 billion over seven years, raising taxes on 17 million households. The changes would 
affect nearly 24 million children. 

By partially repealing the indexing of the EITC, the Committee's proposal would 
generate creeping tax increases each year. Working families would see their taxes· rise by 
$302 in 1996 and by $471 in 2005 (in 1996 dollars). Families with two or more children 
would fare the worst under the proposal. In 1996, taxes would increase, on average, by 
$410 for over 7.4 million families with two or more children. Their taxes would increase by 
$644 by 2005 (1996 dollars). By 2005, 22 percent of all families with children eligible for 
the EITC under current law would lose that eligibility. 

Under the proposal, 1 million EITC recipients would be taxed on their full social 
security benefits, increasing their taxes by an average of $859. The proposal also would 
repeal the EITC for very low-wage workers who do not reside with qualifying children. For 
these workers whose adjusted gross income is less than $9,500, average taxes would rise by 
$173. 
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The Administration believes strongly that Congress should not raise taxes on working 
families to finance tax breaks for the well-off. It should limit its changes to the compliance 
improvements that the Administration has proposed. 

Tax Cuts 

The Administration strongly opposes the Committee tax cut; it is fiscally irresponsible 
and would provide a disproportionate share of benefits to high-:-income families. At a time 
when Congress seeks to cut over $1 trillion to balance the budget, adding another $245 
billion to the deficit through lower taxes forces more drastic cuts in public services and 
benefits for lower- and middle-income families. Without this huge tax cut, Congress would 
not need the drastic cuts in Medicare in the budget resolution, including the increase in 
premiums for the elderly at all income levels. 

The tax cuts provide large benefits to those who need them the least. The capital 
gains cut, among other provisions, is overly generous and disproportionately benefits upper­
income families. Overall, about 48 percent of the benefits from the Finance tax bill will 
accrue to families with incomes over $100,000 (the top 12 percent of families). At the same 
.time, the combined effe.cts of the tax cuts and cuts in the EITC will raise taxes on families 
with income under $30,000. 

Pension Reversion 

The Administration strongly opposes the "pension reversion" provision that would 
permit companies to withdraw "excess" pension assets. As the Pension Benefit Guaranty 
Corporation's board members stated in their October 17 letter to Chairman Roth, the Senate 
provision would "result in the removal of billions of dollars from the pension system, 
endangering workers' retirement income for the purpose of paying current expenses. This 
would increase the risk of loss for workers, retirees and the pension insurance system. 
Despite the nominal restrictions imposed ... , the proposal would effe.ctively allow companies 
to remove assets from retirement plans and use these funds for any purpose .. . This is not the 
intended use of funds that have accumulated with the aid of the valuable tax incentives 
explicitly designed to promote pension savings for workers." 

Such reversions risk a repeat of the pension raids of the 1980s, when reversions 
helped fuel corporate takeovers and buyouts. This short-sig_hted provision risks undermining 
our private retirement system. We must increase our savings for retirement and enhance, not 
diminish, public confidence in our pension system. 

Health Benefits for Retired Unionized Coal Miners and their Families 

A 1992 law combines federal and company funding to finance the health care for 
retired coal miners and dependents that was promised them in colle.ctive-bargaining 
agreements. A proposed amendment would release certain coal companies from their 
obligations, including those that signed an agreement to pay future costs for their former 
employees. The resulting lack of revenue could threaten the health care of nearly 100,000 
retired coal miners and their families. 
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Child Support Enforcement 

The Administration has significant concerns about a Committee proposal mandating 
that, in order to recoup administrative expenses, States collect an -amount equal to a $25 
application fee and a 10 percent fee on all non-AFDC child support collections. Such a fee, 
amounting to a cut in income, would withdraw vital support for children, unduly burdening 
low- and moderate-income families and possibly forcing some back on AFDC. 

Welfare Reforin 

AFDC, Work and O,ild Care. The Committee included the Senate-passed welfare 
reform bill in its reconciliation package. The Senate bill is significantly preferable to the 
House welfare bill in promoting work and protecting_ children, but the bill nevertheless raises 
important issues: 

• The Administration strongly supports the bipartisan Senate improvements to 
provide the child care that people need to move from welfare to work. Without 
sufficient child care funding, welfare reform will prove an enormous unfunded 
mandate on states. The Administration recommends that Congress improve the final 
bill by adding more child care money, not less. The Administration strongly supports 
the Senate child care provisions that gives states a separate funding stream for child 
care and provide services to help families stay off welfare. 

• The Administration is pleased that the Senate has inclu~ed maintenance of financial 
effort provisions in the bill. Congress should clarify these provisions, however, to 
tighten the definition of allowable expenditures. 

• Congress should provide states with greater protection in a serious recession by 
strengthening the Senate's contingency grant fund. From 1989-93, AFDC caseloads 
grew by 32 percent and AFDC spending by $8 billion. But the Senate welfare bill's 
contingency fund provides only $1 billion over seven years. 

Foster Care. The Administration has strong reservations about the bill's proposed 
cap on foster care administrative costs. At a time when sharp changes in welfare policy may --.· 
affect foster care caseloads substantially, the proposed cap would restrict states' ability to 
safeguard the well-being of abused and neglected children. 

Supplemental Security Income. Both the House and Senate bills go too far in the 
changes they would make to the SSI children's disability program. In general, the 
Administration favors the Senate provisions over the House bill's deep cuts, which go far 
beyond what's needed to correct the program's recent growth. The House bill would 
eventually prevent nearly a million disabled children who could be eligible under current 
rules from receiving cash. We support the bipartisan Senate decision to continue to provide 
SSI cash benefits for all eligible children. We strongly urge Congress to reduce hardship to 
disabled children now on SSI by exempting them from these new, stricter eligibility rules. If 
Congress applies these rules to current SSI recipients, however, the Administration 
recommends only applying them to children eligible as a result of maladaptive behavior. 
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The Administration also recommends the deletion of a Senate provision that would 
gradually raise the age requirements to elderly poor applying for SSI from 65 to 67, 
paralleling the rising age requirements for Social Security. The apparent consistency of this 
change masks an important difference between these two programs: Social Security recipients 
can retire early and get benefits, and most do so, but no early eligibility age exists for SSI. 
The Senate added this provision at the last minute without adequate public scrutiny and 
debate; Congress should drop it. 

Benefits to Immigrants. Both the House and Senate bills go too far in cutting benefits 
to legal immigrants, and shifting costs to states with high numbers of immigrants. The 
Administration supports holding sponsors who bring immigrants into this country more 
responsible for their well-being, but Congress should make these changes equitably. The 
House bill bans benefits for over a million immigrants who are now enrolled in SSI, 
Medicaid, or food stamps. The Senate bill's benefit restrictions, however, distinguish 
between immigrants with and without sponsors (except for purposes of SSI). Focusing 
benefit restrictions on immigrants with sponsors is a more sensible approach than the House 
bill. The Senate bill, however, should include the immigrant exemptions of the House bill. 

The Administration strongly opposes the Senate provision that would discriminate 
against U.S. citizens by denying benefits to legal immigrants even after they became 
naturalized citizens. We cannot have two categories of citizens, and a provision that treats 
naturalized citizens less favorably than the native born raises serious constitutional concerns. 
Equally objectionable is the Senate provision that would establish a class system for 
American citizenship by requiring sponsors' income to exceed 200 percent of poverty. · 
Working families who are U.S. citizens should not have to pass a wealth test to be reunited 
with a family member. In addition, fairness dictates that Congress adopt the House 
provisions that exempt from benefit cut-offs those over age 75 and those too disabled to 
complete the naturaliz.ation process. 

Several further changes could make the legislation more acceptable to the 
Administration. Immigrants who become disabled after entering the country should be able 
to get SSI. In addition, benefit restrictions should not apply to discretionary programs·· and 
such mandatory programs as student loans and the social services block grant; the · 
administrative burdens on these programs of verifying everyone's citizenship is significant, •·.· 
and the budget savings are negligible. Refugees and others who came to the U.S. to avoid 
persecution should get adequate time to naturalize before being subject to benefit restrictions. 
Finally, the Administration has serious reservations about the bill's application of these 
provisions to Medicaid. 
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SENA TE GOVERNMENTAL AFFAIRS 

Civil Service Retirement 

The Administration is concerned about the Committee's proposal to raise employee 
retirement contributions, which is tantamount to raising employees' taxes. We should not 
raise taxes on federal employees at a time when we are reducing their numbers and asking 
those that remain to provide the American people with a government that works better and 

. costs less. 

Also, the Administration is concerned about a Committee proposal to delay the cost of 
living adjustment (COLA) from January to April for federal civilian retirees. Unlike prjvate 
and military retirees, most current federal civilian retirees are not covered by Social 
Security, making them entirely dependent on their retirement benefits to maintain an adequate 
standard of living . 

SENA TE roDICIARY 

Patent and Trademark Office (PTO) fees 

The Administration is concerned about the Committee's proposal to extend the patent 
surcharge fund, and to deny PTO full access to its fees without discretionary appropriations. 
This withholding of fees increases patent pendency and delays the deployment of new 
technology to the marketplace. The President's budget supports the elimination of the patent 
surcharge fund beginning in fiscal 1999 and the PTO's full access, without appropriation, to 
all fees. 

SENATE LABOR AND HUMAN RESOURCES 

Student Loans 

The Committee would get over(,() percent of its $10.8 billion in savings by cutting 
educational assistance to students and parents, and taxing colleges and universities. The 
Administration strongly opposes all of these provisions. 

The President's direct lending program has been a great success, saving money and 
increasing access to education. Thus, the Administration strongly opposes the Committee's 
proposal to cap it. The program is easier for institutions to administer than the guaranteed 
loan program and gives students more flexible repayment options, including income­
contingent repayment. By capping the program at 20 percent of total federal student loan 
volume, the Committee would eliminate up to half the institutions that are participating in 
this streamlined loan program. It also would prohibit other institutions from participating, 
including those that have already applied. 
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The Administration strongly opposes the Committee's proposed end to the federal 
subsidy of interest payments that Stafford loan recipients receive during the 6-month "grace 
period"; these undergraduate students' costs could rise as much as $700. In addition, the 
Administration strongly opposes the Committee's increase in the PLUS loan interest rate, as 
well as its tax of 0.85 percent of total federal loan volume on institutions of higher 
education, which would penalize institutions in which a high proportion of ~tudents take out 
loans. 

The Committee proposes large cuts in the administrative funding needed to effectively 
manage the guaranteed student loan program, and to avoid student loan fraud and abuse. 
These cuts would seriously weaken the Education Department's ability to ensure that 
taxpayer funds are properly used and accounted for. The Administration also opposes the 
Committee's proposed changes which would severely weaken the department's ability to 
oversee guaranty agencies and to protect federal assets under their control. 

SENATE VETERANS' AFFAIRS 

GI bill 

The Administration is concerned about the Committee's proposed increase in the GI 
bill contribution rate, which would effectively cut the base pay of most first-year enlistees by 
3.5 percent. The GI bill is a valuable recruiting tool of the Services; an increase in the 
required contribution could have an adverse effect on military recruitment. 
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MEDICARE PROPOSALS & GROWTH RATES 
(Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICARE BASELINE 
Gross Spending (Including Premiums) 178.1 199.0 219.4 240.1 263.4 288.1 315.2 345.3 
Aggregate Growth 11 .7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6% 
Per Capita Growth 8.2% 8.2% 

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 
Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9% 
Per Capita Growth 8.4% 8.5% 

Administ ration Medicare Proposal (CBO Baseline: Percent Reduction from Administration Baseline) 
Gross Spending (Including Premiums) 178.1 195.7 213.7 230.6 247.3 264 .6 283.8 304.9 
Aggregate Growth 9.9% 9.2% 7.9% 7.2% 7.0% 7.3% 7.4% 7.8% 7.7% 
Per Capita Growth 6.4% 6.3% 

Net Spending (Excluding Premiums) 158.0 175.4 191 .8 206.4 221 .3 237.3 255.1 274 .8 
Aggregate Growth 11.0% 9.4% 7.6% 7.2% 7.2% 7.5% 7.7% 7.9% 7.8% 
Per Capita Growth 6.4% 6.4% 

Savings -3 -6 -9 -1 6 -23 -31 -40 -58 -130 

Budget Resolution Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 
Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6 .7% 7.5% 5.8% 6.2% 
Per Capita Growth 4.4% 4.9% 

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 21 1.6 226.5 243.8 
Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1% ,__ 
Per Capita Growth 4 .1% 4.8% 

~ Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71 .4 -1 39 -270 <(' 
~ 
_Q CBO PRIVATE GROWTH RATES 

Aggregate Growth 6 .6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% 7.4% 
Per Capita Growth 6 .2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 7.1% 

The Adminis tration savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline into a pen:eot reduction from baseline spending; and 
(bl multiplying that percent reduclion by the CBO baseline spending. 

' • 
Medicare spending exd udes discrotionary spending, Administration estimates of unduplic.ited beneficiaries were used fOl the pe, capita growth rates. 
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MEDICAID PROPOSALS & GROWTH RA TES 
(Dollars in billions, fiscal years) 

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02 

CBO MEDICAID BASELINE 
Spending 89.2 99 .3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7 

11.3% 10.8% 11 .0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2% 

Recipients 36.8 38.4 40.0 41.2 42.4 43.7 44.9 45.9 
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0% 

Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871 
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0% 

Administration Medicaid Proposal (CBO Baseline: Administration Savings Estimates) 
Spending 89.2 95.3 106 116.1 127.8 139.1 151.6 164.8 

6.8% 11 .2% 9.5% 10.1% 8.8% 9.0% 8.7% 9.9% 9.6% 

Spending per Recipient 2,422 2,483 2,652 2,819 3,01 4 3,185 3,380 3,588 
2.5% 6.8% 6.3% 6.9% 5.7% 6.1% 6.2% 6.4% 6.3% 

Savings -4 -4 -6 -7 -9 -11 -13 -30 -54 

Budget Resolution Medicaid Proposal (CBO Baseline) 
Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3 

7.2% . 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5% 

Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705 
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4% 

Savings -4 -8 -16 -24 -33 -43 -54 -85 -182 

The Administration savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending. 
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