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Clinton Plan: 

• Medicare reforms: 

Saves $116 billion in CBO-scored Medicare spending. In so doing, constrains 
Medicare to about 6 percent per person growth rates -- about 10-15 percent 
below CBO's private sector per person growth rates. [Republican plans were 
between 23-31 percent below the CBO's current private sector growth rates.] 

Achieves savings primarily through reimbursement changes to providers, i.e., 
doctors, hospitals, nursing homes, home health care providers, and medical 
equipment suppliers. [E.G., Reducing update payments to hospitals, moving to 
a new prospective payment system for nursing homes and home health care 
providers, and establishing a single conversion factor to be used for limiting 
reimbursement for physician services.] DO WE HA VE TO GO OVER HOME 
HEALTH TRANSFER? 

Extends the provision requiring the Part B premium to be set at 25 percent of 
program costs -- set to decline to increases in inflation in 1998. (This achieves 
about $X billion out of your $116 billion of CBO scored Medicare savings.) 

Calls for the establishment of a whole host of new private plan options, 
including PPOs, provider service networks, and HMOs with a point-of-service 
option, but that also assures that these plans compete on cost and quality -- and 
not risk selection -- and also require Medigap insurers to allow beneficiaries 
who have chosen these plan to come back to their fee-for-service plan without 
being underwritten again. (This proposal will hopefully help beneficiaries 
avoid the problem of being --or feeling -- locked into a managed care option 
that they no longer wish to stay in.) 

Includes a hole host of new preventive benefits, including the elimination of all 
copayments for mammography services, the coverage of colorectal screening, 
the coverage of the cost of preventive injections for such illnesses as 
pneumonia and influenza, and the establishment of a diabetes self-management 
benefit. 

Takes an important first step toward providing for a long-term care benefit by 
adding a new respite benefit for families of Medicare beneficiaries who have 
Alzheimer's Disease. 



• Medicaid reforms: 

Eliminates the time-consuming and labor-intensive waiver process for states 
wishing to use managed care or home and community-based services as an 
alternative for institutional services. 

Eliminates and reforms costly payment requirements like the Boren amendment 
and the cost-based reimbursement requirements for community health centers. 

Empowers states to cover additional people by ... 

• Non-Medicare health reforms: 

Successful reform must be achieved on a step-by-step manner though a 
bipartisan process. We saw the fruits of our labors this year when we enacted 
the Kennedy-Kassebaum bill, the 48 hour rule, and the mental health parity 
provision after Senator Dole left the Senate. 

We can and should do more: 

1. Workers' Transition Initiative would provide premium assistance for up to 
six months for individuals who are in-between jobs. It would help an 
estimated 3 million people a year, including 700, 000 children, and is paid for 
in my balanced budget. 

2. Voluntary Purchasing Coalitions would hopefully make health insurance for 
small business more affordable and accessible. 

3. Building on KIK and 48-hour rule, we should pass legislation prohibiting 
health plans from interfering with communication between health care 
professionals and their patients about treatment options. I have also just 
announced the upcoming establishment of an advisory panel on consumer 
protections and quality. 



ECONOMY/BUDGET QUESTIONS 

MEDICARE/SOCIAL SECURITY: 

1. Entitlement Reforms. We constantly read that all entitlements are out of control 
and that we can't really balance the budget unless entitlements are addressed. What 
are you going to do to reform entitlements? 

2. Social Security. This election seems mostly about who can brag about how much 
they are going to spend on older Americans. Most people my age assume that Social 
Security is not going to be there when we retire. What are going to do and wouldn't 
it be more fair just to let us have the money to invest in IRAs? 

3. Social Security COLAs. (TO THE PRESIDENT) A lot of people say that 
inflation is exaggerated and that we could have more money around if we cut the 
inflation rate. Are you willing to do this and use the money for deficit reduction or 
education? Can you explain your willingness in Money Magazine to cut COLAs? 

4. Managed Care. Everyone I know have had problems with managed care. Yet, it 
seems that the only thing that the two of you agree on is moving more and more 
people -- particularly Medicare recipients to managed care. How can you support 
expansion of managed care ~-when it is a program that gives doctors and 
hospitals an incentive to cut quality to maximize profits? 

5. Medicare. (TO THE PRESIDENT) We're sick and tired of you trying to scare 
people on Medicare. You and Mrs. Clinton said that you could cut Medicare without 
hurting anyone. Now when the Republicans do exactly the same thing you say it is 
the worst thing in the world. 

TO DOLE: What did you mean when you said you were proud of your vote 
against Medicare? 

DEFICIT/BUDGET: 

6. National Debt: While you say that the deficit is going down, the debt has gone up 
over $1 trillion under you and is likely to go up another $1 trillion. Some say that 
our children will have to pay 82% tax rates to get rid of this debt. What are you 
going to do to get rid of this debt? 

7. Specifics on Spending Cuts: Both of you seem to announce new proposals every 
day on how you are going to spend our money. Yet, you don't seem to ever tell us 
the specifics. Tell us now Mr. President some programs you are going to eliminate 
entirely and programs you specifically are going to eliminate and what you are going 
specifically cut to pay for our new proposals? 
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HEAL TH CARE: 

8. Health Care Coverage. (TO THE PRESIDENT) You were right/wrong to try to 
do universal coverage. Health care costs continue to rise out of control. Will you 
do it again? I'm really sorry that you seem so intent on backing off on that goal. I 
am hoping a Democratic Congress might help you return to passing one. 

9. Health Care Coverage: (TO DOLE) You have criticized the President for his 
health care plan but what is your plan for health care? 
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ECONOMY: 

10. Downsizing. (TO THE PRESIDENT) You say the economy is good, but 
companies are downsizing. I work for defense contractor that has laid off 4,000 
workers in the last five years. Tell me what you are going to do for those of us who 
are the victims of downsizing, because none of these make-believe tax cuts are 
going to help me if I don't get a new job? 

11. New Jobs Are Not Good Jobs. (TO THE PRESIDENT) You keep talking about 
10 million jobs. My wife and I are probably two of the jobs you are counting but I 
can assure you we don't think we are better off. I was making $22 an hour with 
Boeing; now I have an new job making $12.50 an hour and my wife works $7 an 
hour for 20 hours a week. We are working harder and earning less, so I want to 
know what you say to families like ours. 

TO DOLE: I'm doing much better. I've gone from making $12.50 an hour 
to $22 an hour. Why do you say the economy is so bad. We're doing much 
better in California than we were under Bush. 

TRAININGffRANSITIONS: 

12. Policies for Job Loserse1.. ear a lot about college from both of you. Not 
everyone can go to coll geffot f us, however, are already in the workforce. I lost 
my job 14 months ago. an either of you do or propose that is actually going 
to help someone like me get a good job again? 

SMALL BUSINESS/MINIMUM WAGE: 

13. 

\/ 

Small Business -- Burdens on minimum wage. (TO THE PRESIDENT) I own a 
small hardware store -- and I have to keep costs very low in order to compete 
against some of the large chains. One of the ways I do it is to hire about 30 
teenagers to work after school and on weekends. Now, because of this minimum 
wage law'-.Xou have raised my costs about $40,000 -- taking away almost all of the 
profit I ma'tiejast year. Now I am thinking about closing down one of my stores. 
How does that make people better off? 
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THE PROPOSED MEDICAID BLOCK GRANT DOES NOT 
GUARANTEE BASIC HEALTH CARE COVERAGE TO ANYONE 

Revised November 21, 1995 : j 

The reconciliation conference report requires states to cover low-income pregnant women, children under age 13 
and the disabled under their Medicaid block grant. Contrary to pop»lar impression and various media accounts, 
however, these requirements do not assure these Medicaid beneficiaries even a basic level ofhealih care 
coverage.[!] According to CBO, "because of the flexible definition of medical assistance in the bill and the fact that 
states would be able to establish their own definitions of disability, the actual effects of (these) apparent mandates, 
could be minimal."[2] 

Pregnant Women and Poor Children 

While states would have to "cover" poor pregnant women and children under age 13, states would not be required 
to provide these beneficiaries with any particular level of medical ,assistance other than immunizations fc;:- .:hildren. 
This provision thus is largely cosmetic. Essentially, it directs stat~.r 

1. to provide poor pregnant women with some level of medicai' coverage, with the level being ieft entirely to the 
discretion of the state~ and 

2. to provide poor children under age 13 with immunizations. 

Any additional service to poor children is purely optional, as is any particular service for poor pregnant women. 
These individuals would not be entitled to Medicaid coverage as it exists today or to "health care coverage" as most 
Americans think of it. Moreover, poor children age 13 and older-. and low-income children of any age with family 
income just slightly above the poverty line - need not be covered at all. 

Disabled Individuals 

The provision conceming disabled people is even more limited. \\thile states would be required to cover disabled 
persons, states would decide who would be considered disabled. The Senate version of this provision had required 
states to define as disabled those persons who receive federal Supplemental Security Income benefits based on their 
disability. but this provision was dropped in conference. States would be free to narrow the definition of disability 
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as much as they wished. 
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Furthennore, like the provision relating to pregnant women and children, the provision relating to the disabled 
allows, states to determine the health care services to be covered. A state could meet this requirement by providing 
extremely stepped~down coverage to a relatively small group of beneficiaries that it defined as disabled. Thus, this 
provision, too, has little effect and is largely cosmetic. For example, a state could more than satisfy this provision if 
it limited coverage of disabled people to those residing in state institutions or if it extended coverage to a broader 
group of disabled people but covered only catastrophic care. 

J 
Fiscal Pressures Will Make it Likely That Even Protected Beneficiaries Will Lose Coverage 
for Some Services under the Block Grant ' 

The lack of even basic coverage guarantees for these vulnerable groups is significant when viewed in the context of 
the reduced resources that states will have for Medicaid. The Medicaid block would reduce federal Medicaid 
payments to states by $163 billion over seven years. Reductions in state funding the bill allows could le~ to total 
federal and state funding reductions of a much larger amowit, with 'the total reduction potentially climbing as high 
as $420 billion overseven years.p] 

Moreover, in a block grant system, the federal government no longer shares any of the increases in costs that may 
occur if a recession increases the number of uninsured poor, the number of uninsured grows for other reasons, or the 
cost of covering chronically ill or severely disabled people rises more rapidly than ex:pected ... ii'"stat.es are unwilling 
or unable to assume costs that exceed their block grant funds, the fl~xibility granted to states under the block grant 
would allow them to take any number of steps to limit spending. i 

The issue is not whether states want to leave large numbers of people without health care coverage. The question is 
whether, under a block grant with dramatically reduced and capped federal spending, states would have much 
choice other than to reduce coverage, particularly in recessionary or inflationary times. States could end all 
coverage for certain groups of disabled people or sharply reduce th~ benefits provided to various other groups of 
individuals, including poor pregnant women and young children, without violating the "guarantees" included in the 
conference report. 

NOTES 

1. The bill also includes "set-aside" provisions that require states to spend a portion of their Medicaid block grant 
funds on each of four beneficiary groups - elderly people, disabled people, families with children and pregnant 
women, and low-income Medicare beneficiaries. These set-asides, however, are quite low because in general they 
are set at 85 percent of past spending on mandated services provided to mandated beneficiaries. Such spending 
accounts for less than half of all Medicaid spending. Thus, the s~t~aside percentages are far below the percentages 
that states currently spend on each of the designated beneficiary groups. In any event, a state can ignore these 
set-aside requirements beginning in fiscal year 1998 as long as the state certifies that it can meet the needs of the 
designated groups with less dollars. That certification is not subject to challenge. 
[return to text] 

2. Congressional Budget Office Cost Estimate of Title VII, Subtitle B - Medicaid reconciliation recommendations 
of the Senate Committee on Finance, October 20, 1995. The Senate Finance provisions are virtually identical with 
the final provisions adopted in co11ference. The lack of any enforceable federal right to Medicaid coverage also 
confirms that the bill provides no assurance of health care cover~ge to even the most vulnerable Medicaid 
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beneficiaries. 
[return to text] 
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3. See,' Center on Budget and Policy Priorities, Haw Deep Are the Federal, State, and Total Medicaid Funding 
Cuts?, November 21, 1995. 
[return to text] 

: Go to Idea Centrafs Welfare and Families Page 

... or to the Center on Budget and Policy Priorities home page. 
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The history of Republican attempts to eliminate financial protections for 
Medicaid patients' families 

I. Spousal /Family Impoverishment and Imposition of Liens 

In the context of individual entitlement for nursing home care, current law 
(Section 1924 (pg. 1242)) establishes rules that States must use in determining how 
much of a couple's income and assets must be protected for the maintenance of the 
community spouse (the remainder may be applied to the cost of nursing home care 
for the Medicaid-eligible institutionalized spouse, thereby lowering the payment 
that the State must make to the nursing home. Beneficiaries and spouses may bring 
actions against a state in Federal court to enforce compliance. (Spouses remaining 
in the community may keep about $1,200 per month in income and about $15,000 in 
savings to maintain his or her independence). 

Section 1917 (pg. 1186) prohibits States from placing a lien on a nursing home 
resident's home or family farm if a spouse, dependent or disabled child lives in the 
home. 

Since 1965, Medicaid (Section 1902(a)(17)) has prohibited States from making 
adult children financially responsible for the cost of nursing home or other long­
term care covered by Medicaid for their parent or parents. Twenty nine states have 
laws on the books which hold adult children financially liable and would prevail if 
these federal protections are repealed. 

a) Senate Fin~nce Committee Mark - repealed Title XIX (Medicaid) and did not 
maintain any of the protections against spousal impoverishment, family 
impoverishment, or the imposition of liens. On September 28, 1996, Senator 
Conrad introduced an amendment to retain current law protections against 
impoverishment for spouses of nursing home residents who remain in the 
community. The amendment passed by voice vote. On the same day, Senators 
Baucus and Chafee introduced an amendment prohibiting states from 
imposing liens against a home of moderate value or family farm, as a condition 
of the spouse of the individual receiving nursing home care or other long-term 
care benefits. It was accepted without objection. 

b) Commerce Committee Mark - (September 22, 1995) Repealed rules that St~tes 
must use in determining how much of a couple's income and assets must be 
protected for the maintenance of the community spouse; repealed current law 
prohibition against financial responsibility requirements for adult children; 
repealed current law protections against liens; and barred Federal court actions 
by beneficiaries, applicants, or adult children to enforce their rights against 
States. Required only that States receiving block grant funds provide a 
"description" of the eligibility standards they use "to prevent the 
impoverishment of the community spouse ... 

Mr. Markey's amendment to maintain current law provisions relating to 
spousal impoverishment failed on a party-line vote, 18-23. Mr. Kl.ink's 
amendment to maintain current law provisions with respect to adult children 
failed on a party-line vote of 17-23. 

-· 



c) House-passed bill - Repealed individual entitlement to nursing home care. 
Repealed current law protections against placing a lien against the home of a 
nursing home resident, even if the home was occupied by a spouse of 
dependent child. Repealed protections against requiring adult children to pay 
for cost of parent's care, unless the child had income below the median for the 
state. Restored spousal impoverishment protections, but no right of action by 
individual in Federal courts to enforce protections. Moreover, spousal 
impoverishment provisions were rendered meaningless by repeal of provisions 
preventing nursing homes from charging families amounts in addition to 
Medicaid payments. On October 26, 1995, the House passed the bill 227-203. 

d) Senate-passed bill - Restored some current law protections against spousal 
impoverishment (sec 2116, pg. 516235), but did not include protections against 
holding families financially liable for the cost of nursing facility and other long­
term care services for the child's parent. The bill included the limited provision 
prohibiting states from imposing liens against a home of moderate value or 
family farm (Section 2135(g)(2) pg. 516244). On October 28, 1995, the Senate 
passed the bill 52-47. Senator Dole voted in favor of the bill. 

e) Final Conference agreement - Repealed individual entitlement to nursing 
home care .. Repealed protection against requiring an adult child with a family 
income above the median income (as defined by the state) to contribute to the 
cost of covered nursing facility services and other long-term-care services (Sec. 
211S(f)). Section 2135 {g) of the final bill expressly allowed States to "stake such 
actions as it considers appropriate to adjust or recover from the individual or 
the individual's estate any amounts paid as medical assistance to or on behalf 
of the individual under the MediGrant plan, including through the imposition 
of liens against the property or estate of the individual." Thus, there were no 
protections against the imposition of liens on nursing home residents' homes, 
even when a spouse or dependent child is living in the home. 

Included current law protections against spousal impoverishment (Sec. 2115), 
but rendered them meaningless by repeal of provisions preventing nursing 
homes from charging families amounts in addition to Medicaid payments._ 

On November 17, 1996, the Senate passed the conference agreement 54-45. 
Senator Dole voted in favor of final passage. On December 6, 1995, President 
Clinton vetoed the bill. 

Source: Minority Staff of the Senate Committee on Labor & Human 
Resources, October, 1996 



The history of Republican attempts to eliminate nursing home quality standards 

l. Nursing Home Quality Standards 

Current Law: Section 1919 (pg. 1194) sets forth detailed Federal quality requirements 
for nursing facilities participating in Medicaid, as weq as detailed provisions for 
monitoring and enforcement of compliance with those requirements by the State 
and Federal governments. In addition, current law allows individual beneficiaries 
(or family members) to bring suit against States in Federal court to enforce their 
rights under these requirements. 

a) Senate Finance Committee Mark - Repealed current law quality requirements 
for nursing facilities as well as current law monitoring and enforcement 
provisions. The Mark left nursing home quality standards up to the states with 
no Federal enforcement. On September 29, 1995, Senator Pryor introduced an 
amendment to retain current law Federal nursing home quality standards and 
Federal enforcement;it failed on a 10/10 tie vote. Senator Dole voted against 
the amendment. 

A second Pryor amendment to require HCFA approval of state nursing home 
standards -was also defeated by a 10/10 tie vote and once again, Senator Dole 
voted again~! the amendment. 

b) House Commerce Committee Mark (reported 9 /22/95) - Also repealed current 
law quality requirements for nursing facilities as well as current law 
monitoring and enforcement provisions. States receiving block grant funds 
establish their own standards for nursing homes and their own program for 
certifying compliance with those standards. Expressly bars beneficiaries and 
family members or providers from enforcing their rights against a State in 
Federal court. · 

Mr. Waxman introduced an amendment to retain current law requirements for 
nursing homes, as well as current law monitoring arid enforcement ·provisions. 
It was defeated on a party-line vote, 17-26. 

c) Seuate Floor - On October 26, 1995, Senators Pryor and Cohen introduced a floor 
amendment to provide for continuation of current law nursing home quality 
requirements. The amendment passed 51 to 48. Senator Dole voted against it. 

Subsequently, the Republicans undermined the Pryor/Cohen amendment with 
the Roth "omnibus" amendment which included Section 2137 allowing States 
to receive a waiver from the federal government standards if it had its own 
equivalent or stricter standards--but without federal enforcement of these 
standards. The Roth amendment passed 57-42. Senator Dole voted in favor of 
the amendment. 
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d) House Floor - On 11/17 /95, the bill passed the House and included similar 
provisions to those reported by the Commerce Corrunittee (Section 2137); no 
amendments were offered. 

e) Senate Floor Motion to Instruct - On November 13, 1995, Senator Pryor 
introduced an amendment instructing the managers to insist upon 
maintaining Federal nursing home reform quality provisions of current law 
and to provide for Federal quality standards and mechanisms for enforcement 
of such standards. It passed 95 to 1. Senator Dole voted in favor of the Motion. 

f) Final Conference Bill - Section 2137 ignored the motion to instruct and 
substantially weakened the federal nursing home quality standards by 
eliminating major standards and weakening enforcement. Specifically, the bill: 
1) barred beneficiaries, family members and providers from enforcing their 
rights against a State in Federal court. -
2) revoked an individual's guarantee to services; 
3) repealed the Secretary's authority to ensure quality and undermines 
enforcement authority; . 
4) loosened quality of care requirements on facilities at the risk of residents; 
5) weakened nursing home survey and certification requirements; and 
6) diluted current State and Federal enforcement tools to ensure quality. 
7) altered the nursing aide training provisions by creating more exemptions 
from the minimum requirements. 

On November 17, 1996, .the Senate passe-d 'the conference agreement 54-45. 
Senator Dole voted in favor of final passage. On December 6, 1995, President 
Clinton vetoed the bill. 

Source: Minority Staff of the Senate Committee on Labor and Human Resources -­

October, 1996 
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POLITICS & POLICY 

Philosophies Clash and Dollars Don't Aqd Up 
On White House, Republican Medicare Plans 

By C1111BTOPllER GEORGES 
SIQ// R•porl•r o/ TNll: w ALL 8'nlll:llT JOURNAL 

WASHINGTON-The White House and 
Republlcan Medicare plans are nearly S130 
bllllon apart, but the policy dHference 
seems even greater: The GOP plan would 
ultimately protect taxpayers while lhe 
While House would preserve health-care 
beneOll for lhe elderly. 

"There's a hure difference In philoso­
phy." says Marilyn Moon, a health-care 
expert at the Urban Institute and a public 
trustee of the Medicare Trust Fund. "For 

things being equal, beneficiaries should 
prefer the president's plan, while tax­
payers should prefer the Hepubllcan's 
plan," says Robert Relschauer, former 
director of lhe Congressional Budget or­
llce, now al lhe Brookings lnslllullon. 

The confllcl underscores generational 
tension Implicit In the budget debate. But II 
also highlights lhe tricky balancing acl 
that pollllclans on both sides are trying 
to pull off: Medicare beneficiaries are also 
taxpayers, and polls show lhat most 
Americans In all age groups favor reduced 

The 'two sides will have to choose between the 
GOP's ensured savings and Democrats' 

ensured benefits. 

Democrats, laitpayen bear the risk: for government spending. Yet younger lax-
Republlcana. beneficiaries do." payers, who bear the burden of Medicare, 

With both sides agreeing to move for- have a stake In keeping the program 
ward this week In their budget negotla· healthy ror their retirement. 
lions. Medicare looms as the most dlfflcull Though both sides claim commllmenl 
Issue separating them. lo a balanced budget, the key Republl-

On the surface, the two plans appear can priority la protecting taxpayers from 
slmllar. Both would cut huge amounts from the cosll of social programs. They want to 
projected payments to hO&pltaJs and doc- Impose spending caps on programs such as 
ton while trying to enroll more of the Medicare and Medicaid. 
elderly In private health-care plans. The Democrats also would cul program 
bluest clear disparity concerns the spending. Bui U more money Is needed for 
amount each hopes to save over the next beneficiaries, they would require tax· 
seven years - S226 billion for Republicans payers lo provide It. "The major difference 
(lhou1h they've now oUered to shrink tha( la that Republicans wrote down a budget, 
ti> a~ , S200 billion), compared with S97 and Clinton said the budget Is whatever II 
billion for the While House. A coalition of turns out lo be," says Uwe Reinhardt, a 
conservative House Democrats also hu Princeton University economist. 
put forth a plan that would save about Sl52 Comparison Shopping 
bllllon, while nearly mat~hln1 the Clinton c How the differences would play out· 
~Ian's 1truclure. . The Repu~llcan plan Includes a h~rd 
t Uonal Tension celllnr on how much can be spent on 

• , Medicare-about Sl.6 trllllon over the next 

crease by a set amount-about 5.8%- even 
If the llMO operating costs rose. say, IO?'o 
for the same level of services. (Medicare 
spending has risen nearly 111% annually In 
recent times, but some experts predict this 
rate will slow In coming years.I 

If HMO costs for providing a given level 
of services rise more than the 5.8%, a 
private heallh·care plan, under lhe GOP 
proposal. could charge elderly members 
higher premiums. It also co~ld try lo save 
money by becomlnf "!tre efficient or by 
skimping on services .. 

1 More lmportanUy,' the one solullon 
nlled out by the GOP 11 rlvlnr prlva le plans 
more money to cover lrlgher costs. "If the 
growth rate Is hllhe~ than anticipated, 
Republicans are saying, 'lots or tuck,' " 
say~ Ms. Moon. -' 
GOP 'Global Bud1et ! -

Of course, beneDclilrlta could opt out of 
HMO plans and mlgrale back lo traditional 
fee-for-service Medicare.~ Republicans 
also would apply a cap to these services. If 
health-care costs rose laster than the GOP 
budget allots, doctors. hospllal1 and other 
providers would have to absorb lhe losses. 
Thal, In turn, could come back lo bile the 
beneficiaries. If doc:fors. for example. 
see their Medicare payments cut deeply, 
they might slop seeing Medicare patients, 
explains Robert Doherty of the American 
Society of Internal Medicine, which repre­
sents physicians. 

"1'he rate of reductions Is loo sleep 
under lhe Republican plan." he says. 

Medicare Differences 
Some of the key differences between the 
Republican and Cllnlon Medicare plans 

• GOP plan would save $226 bllllon 
over seven years; Clinton plan, $97 
billion. · 

• GOP plan would, overall. reimburse 
doctors, hospitals and other 
providers less than lhe Clinton Plan. 

• GOP plan Includes lasler Increase In 
Part B (doclor's services) premiums. 

• GOP plan would sel a specific dollar 
: llmll on lhe amount Medicare could 

spend annually. Clinton plan seeks 
, lo slow Iha growth of spending, but 
· has no surefire mechanism to 
19nsure savings. 

Republicans defend their "global 
bud~et" by Hying current and future 
taxPfiyen won 'l be burdened If health-care cos" conUnue lo lncreaae at current rates. 
"Yoo must cap spendln1 now If you care 
abou~ the next generation," Hys &tuart 
Buller of the conservative Heritage Foun· 
dallon. "President Clinton Is saying, 'We'll 
pay for whatever you need,' but he's also 
Hying, 'We don't care about your children 
and grandchildren.· " , 

The admlnlatrallon's approach con· 
talns no cap. Instead, White House offl­
clals looked at projected costs or provldtnr 
healt.1t care and scaled back expected 
pa~nts by S97 bllllon. For example, If a 
doctor 16 now scheduled lo receive SIOO In 
1997 for a certain procedure under Medi· 
care, lhe physician might receive, say. S95 
under lhe new plan. 
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Along with reinventing the way medical care is provided to the elderly and 
poor, the Medicare and Medicaid legislation agreed to by House and Senate 
negotiators would profoundly change the nation's health insurance system, 
allowing companies to vastly increase the marketing of an encyclopedic array < 
policies to the nation's sickest people. 

Republicans and other proponents hail the changes as fostering competition 
creating greater personal choice and containing costs. But many critics, 
including consumer advocates and Democrats, fear that the changes would push ' 
healthy and sick into different forms of coverage, which would tear at an 
underpinning of insurance: that the healthy subsidize the less healthy in pla1 
to which they all belong. 

The agreement was reached on Thursday by negotiators for the Republican 
~jorities in the House and Senate, after the two chambers passed differing 
ersions of legislation that would slash $435 billion in anticipated growth ir 

seven years from Medicare, the health care program for the elderly, and 
Medicaid, which covers many poor people, the disabled and residents of nursins 
homes. The revised legislation is expected to be voted upon by both houses 
shortly. 

Under the Medicare provision, 37 million elderly Americans would be allowe' 
to leave the traditional Medicare program and use money from that program to 
sign up for managed care plans; plans of various sorts run by doctors; plans 
offered by unions and associations; traditional plans where members pay for e· 
service they receive, or medical savings accounts, a favorite of Speaker Newt 
Gingrich and the Republican leadership. 

They could also more eas.ily buy "dread disease" policies, which insure 
against specific illnesses like cancer, but which have been strongly criticiz 
by consumer groups. 

To Republicans, opening this marketplace of options would hold down health 
care costs by making the elderly more responsible for their medical choices. 
"What comes out of all of this is a more innovative way to deliver more healt 
care to more people at lower costs," said Representative Thomas J. Bliley Jr. 
the Virginia Republican who heads the House Commerce Committee. 

But critics worry that healthier Medicare recipients would join private 
lans, which would court them actively, leaving most of the sickest people 
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isolated in the Government-run program. This, they say, could threaten the 
viability of the traditional program over time by causing escalating deficits. 
One result, they say, would be lower payments to doctors and hospitals that 
~0uld lead them to leave the program. 

1 The critics also contend that cuts in anticipated growth in Medicaid would 
iead states to curtail their rolls, creating what some social scientists predic 
~uld be millions more uninsured. 

Republicans strongly dispute this, maintaining no one would lose insurance. 

Henry Aaron of the Brookings Institution, a Washington research center, was 
not as hopeful. 

"Insurance companies and public programs will become leaner and quite 
literally meaner," Mr. Aaron said, "not because they're run by mean people, but 
because competitive pressures will force them to be so." 

President Clinton has vowed to veto the final legislation. In an interview 
before the negotiators reached their agreement, Mr. Clinton's special assistant 
for health care, Chris Jennings, said the President had "grave concerns" about 
medical savings accounts and the prospect of "millions more uninsured" as a 
result of changes in Medicaid. 

Encouraging a Shift To Private Plans 

( (\ ) 
-::;;: hallmark of t~e lMedicare legislation is the encouragement of private heal' 

plans, which now cover 10 percent of the program's recipients, grouped in a fe\ 
regions. 

Under the legislation, the elderly would be able to take an annual credit, 
average more than $4,500, and use it to buy coverage. If the beneficiary signe 
with a managed care plan, the money would probably cover an annual payment for 
services at least equal to those under current Medicare, but access to doctors 
would probably be limited. 

The Government would provide selection advice to recipients, monitor the 
plans• marketing and administer enrollment. 

Larry Mayewski, an analyst with A. M. Best & Company, an insurance rating 
agency, estimated conservatively that 30 percent of Medicare recipients, or me 
than 10 million people, would enroll in the plans. Others predict more than 
~wice the interest. Plans would likely try to entice consumers by offering mor 
benefits than Medicare, li.ke prescription drugs and eyeglasses, that would 
obviate the need for the supplemental policies that 70 percent of the program' 
recipients now buy. 

But many experts fear a balkanization of healthy and sick. 

A 1993 study of Medicare recipients who had joined health maintenance 
-ganizations found that healthier people disproportionately were attracted tc 
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the plans, causing the Government to lose rather than save money. Indeed, 
critics say, plans often target the healthy by offering items like credit for 
exercise classes. 

While the managed-care industry disputed the findings of the 1993 study, 
.andall S. Brown, of Mathematica Policy Research Inc., who headed the effort, 
said he believed that sicker recipients stayed in the conventional program to 
insure that they could keep their own doctors, which is often impossible in 
managed care plans. 

"If you're an 80-year-old person and you suffered a heart attack three year 
ago and a doctor saved your life, you're not going to give up that doctor for 
$50 a month," Mr. Brown said. 

The ability of private associations to organize coverage for their members 
a particular concern to many who are critical of the privatization, because, 
they say, groups representing the more affluent, who are generally healthier, 
could negotiate for better coverage. This would cause their members to leave t 
general pool even more quickly. 

Uwe Reinhardt, a health care economist at Princeton University, also said 
that cost figures almost compelled private plans to seek out the healthy. 

In 1993, when the average Medicare expenditure per person was $4,030, the 
average for the healthiest 90 percent of recipients was only $1,430; the avera 
for the sickest 10 percent was $28,000. 

Gail Wilensky, who ran Medicare during the Bush Administration, said, "This 
is probably the single most serious technical problem we have to deal with, bu 

'ne answer isn't to say, 'My God, we can't have choice.' " 

Rather, Ms. Wilensky said, the Government should calibrate more finely 
payments for the elderly that reflect their health status. If healthier people 
sign with private plans, she said, they should take reduced sums with them, 
while sicker people should be credited with a total that reflects their cost c 
care. 

Many professionals say that such analyses, while being explored, are 
extremely difficult to execute well. 

Individual Approach To Containing Costs 

If some experts worry that managed care plans would skim healthy rec1p1en1 
from the conventional Medicare program, many of the large plans are concerned 
that the healthy would be.skimmed from them by medical savings accounts. 

These accounts have been championed by the Golden Rule Insurance Company o 
Indiana, whose political action committee contributed $621,775 to the Republi 
and Democratic National Committees since 1991, according to the public intere 
group Common Cause. All but $46,000 went to Republicans. 
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Since 1985, che committee has given $309,526 to Congressional candidates, 
including Mr. Gingrich. In addition, Golden Rule was the sponsor of a televisi 
show presided over by Mr. Gingrich, and company officials gave $35,000 this ye 
~o Gopac, the political committee Mr. Gi?grich headed until last May. 

The Speaker praised the savings account idea in his recent book. 

Under the legislation, Medicare recipients could buy a high deductible plan 
contributed to by Medicare, as long as they opened a medical savings account 
that the program could help fund with money left over after the insurance 
premium was covered. Interest on account balances would be tax free and 
surpluses could be rolled over each year. 

Account money could be spent on anything, but nonmedical expenses would be 
subject to income taxes. 

To proponents, the concept would work wonders at containing costs, because 
the elderly would have incentives not to seek unneeded care -- and would also 
have the security of catastrophic coverage. 

''What medical savings accounts do is give seniors more control over their 
health care dollars," said Merrill Matthews Jr., health policy director of the 
National Center for Policy Analysis, a Dallas research group that has champio~ 
the idea and that also receives contributions from Golden Rule. "It gives therr 
the ability to benefit financially from being a prudent health care shopper.'' 

A study commissioned by the center, which included assumptions that its 
author wrote involved ''significant uncertainty," predicted that the savings 
accounts would result in Medicare savings of $134 billion to $195 billion over 
~ven years. But the Congressional Budget Office estimated that the bill woulc 
JSt taxpayers $4 billion in that time. 

Although Mr. Matthews said the accounts would be popular with sick and 
healthy alike, the budget office estimated that only 2 percent of Medicare 
beneficiaries would be interested and that they would likely be among the 
healthiest. 

E. Richard Brown, head of the American Public Health Association, which 
represents public health professionals, said that in addition to siphoning th£ 
healthy and putting the traditional Medicare program at risk, the account 
concept "creates all the wrong incentives, incentives for people not to get 
preventive care" by allowing them to keep money they do not use. 

The bill would also broaden the range of policies that could legally be so:, 
to the elderly. And, in the eyes of critics, it would weaken a requirement th~ 
other policies include cautionary statements that they could duplicate covera~ 
-under Medicare or other plans. 

Gail Shearer of Consumers Union, an advocacy group, said this provision wo1 
open up the sale of hospital indemnity and dread-disease policies to older 
people. Because these policies are more profitable to insurers than other type 
of insurance, Consumers Union has called them the worst buy in the market. St; 
insurance commissioners have also criticized these policies. 
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?rom the mid-70's to the late SO's, scandals erupted in many states when 
older people, pressured by fear-mongering sales tactics, bought stacks of these 
policies, which often proved worthless. 

Proponents of these policies argue that many plans have provided extra money 
,r co-payments, deductibles and compensation for lost income. The excesses, 

they say, were caused by a few bad apples, and, they maintain, Congress never 
intended to simply outlaw the policies when it enacted safeguards five years 
ago. 

Aflac, a Columbus, Ga., insurance company whose political action committee 
has contributed at least $1.76 million to candidates since 1987, is the 
country's largest cancer insurance carrier and has lobbied to relax restriction 
on these policies. 

Some See Millions Becoming Uninsured 

:n the Medicaid proposals, the $170 billion cut in projected spending over 
seven years has led many experts to fear that millions would become uninsured. 
The Urban Institute, a Washington research organization, estimated that more 
than eight million people who would have been covered by Medicaid in 2002 woulc 
likely be without insurance because hard-pressed states would be forced to keer 
them from the rolls. 

In a recent paper for the Robert Wood Johnson Foundation, Kenneth E. Thorpe, 
Tulane University, estimated that the number of people with no health 

surance could rise from today's roughly 40 million to as many as 66 million i 
~002, when changes in Medicaid are combined with the rising number of employee£ 
who do not receive coverage through work. 

Congressional Republicans headedly dispute these findings. 

"Nobody wants to increase the number of uninsured people -- that would be 
crazy," said Mike Collins, spokesman for the House Commerce Committee. "We 
believe the basic premise of these studies is flawed and states, by utilizing 
managed care options, will be able to deliver a lot more bang for the buck." 

John Holihan, an author of the Urban Institute study, said the use of managr 
care had figured in the study's computations. 

"What we're getting more and more from people," Mr. Holihan said, "is that 
our assumptions are optimistic." 
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FOR IMMEDIATE RELEASE Contact: HHS Press Office 
(20J) 690-6343 

NURSING HOME REFORM IN JEOPARD.¥ 
HOUSJil AND SEN~TB PLANS THREATEN BIPARTISAN PATIENT PRO'l'ECTJCONS 

oy1;vi1w1 At tha and of September, House and senate 
0011\l'Aitteea voted to replac& tho 3tate/federai Ke4ioaid 
partno~ahip with a new system of block qrants. These new 
9rahtg voul4 •liminata federal requirements for decent care 
and abolisb the guarantee to provide financial help to ol~er 
Ame~icana with nursinq home bills they cannot afford. 
AD ~he•• atan4ardg ara threatened, we should take care to 
remembor the •~uses that made them necessary, acknovle4qe 
tho interim auocesaes, and identify the further work to be 
ao~e in thi• crucial area of public health. 

~ACKGROUNO 

Nursing ho~a otandAr4$ were developed on a bipartisan basis un4er 
PresiOsut ~ea~an -nd were implemented throuqhout the Reaqan, Bush and 
Clinton AdJnin~atrAtiona. sinoe iaa6, ba~h parties h•ve agreed on the 
need to proteot nu~sing home ~eaidents from neqlect an4 abuse through 
the devalopweht of a mor& f leaible enforQement system, workin~r 
particularly with the nursinq homea theaseivas. 

• In 1986, the rnstitu~e ~f Medicine (IoM) published a study 
ot the regulation of nursing homes, antitled "Improving the 
Quality of care in Nur1Sing Home:!l. 11 In addition to 
document.1ng many problems in nu.-:::1in9 hornoc, t.h.;i s:tudy found 
that many :racilities were 11 gaminq" the enforcament system by 
coming into quality compliance only briefly when threateried 
with a snutdown but not sustaininq any commitment to lonq­
term compliance. The study recommended that HCFA implemtmt 
a range of intarmediate rP-medies tc deter violations. 

• The IoM report culminated in the pa5aa9e cf reform 
legislation in the omni~u5 Budget Reeonoiliation Act of 
1987. In signing the reconciliation act, President ~onald 
Reagan endorse~ a bipartisan agreement of 
comprehensive reform, including requir~m101nt~ for: 

-more-
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a resi~ents' "bill of riqbts;" 
requirements tor standardized individual resident 
assessments and plan~ of care; 
nurse aide training and competency requiremants, 
including a regis~ry of nurse aide~ found to have 
abused residents; 
detailed survey, cert!tication and enforcemant 
requirements designed to encourage provider 
compliance. 

• on July l, 1995 1 HHS implemented the last mBjor phase of the 
nursing home reforn. New entorcement regulctions took 
effect to assure that the agreed-upon standards were beinq 
met. These enforcement rules provide a. Velrie~y of ram~c:Ucu: 
that can be applied for de!iciencies of varying ~oope and 
severity. For the first time, tederal and st.ate enforce1nont 
agencies are able to choose the remedy th~t best ~u!ts the 
seriousness of the situation. Tne new rules are meant to 
ensure continuous internal quality control and improvement 
by the nursing homes themselves. 

EFFECTS OF NURSING HOME REFORM 

»ursinq home practices have already improved as a result QC ••~o~m. 

Since the nursinq ho~e law went into eftect, the number 
of drugqed or restrained residents has been reduced. A 
atudy by the Research Triangle Institute indicates that1 
between 1988 anct 1992, there has been an almost so parcent 
reduction in the use of physical restraints. Estimates in 
th9 r~ductions of antiDSYchotic drug use range !rom 
dacreases of 19 percent to decreases of 59 percent. 

-- Independent research has shown a 25 percent decrease in 
hospitalization rates and improved functional outcomes trom 
1990 to l993, attributable to nursing home reforms. 

ENFORCEMENT 

Mo•~ ~acilitiee a~• a~l• to comply with existinq federal requirements. 
T•••• than 10 pero•nt of ~ha nurain~ homes surveyed will ~· sanctioned 
for viol~tiona. However, eoma serious problems uncovered durinq 
enfo~cemon~ epotli~ht the naad for continued federal requirmnenta in 
this •~••• Examples or substAnda~d p~aotieea inelu4e: 

-- In a Maryland facility, a resident died due to 
etrangulation from a restraint because the resident was not 
properly s~porvised while wearing the restraint. 

-more-
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-- A ~esident in an Florida facility was sexually assaui~ea 
by a nur~e•s aide and wac found bruised and bleeding by a 
nurse assistant. The sam~ parpetrator had attempted an 
assault on another rasidQnt. 

-- A resident in an Indiana facility was found to have 
maggots and larvae in a foot wound and had to be 
lio3pitalized. 'l'he nurAing home staff acknowledqed that they 
Clo not "alwaye; have enough staff to give baths" to the 
residents. 

-- A resident in an Indiana facility, who needed respirat:ory 
assessments every four hour3, was left without the 
treatments for a seven-hour period and died. 

CONGRESSIONAL_ PROPOSALS 

Without these nursing bgme ~t~n~A~4o ah4 the onforcamant syatem to 
implement them, some taoilities would con~inue to provide unaoceptabla 
care to the nation's elderly and 4iBable4. The Housa and Senate ~look 
qrant proposals, as they ome~qed from oommitt••, proposal •li~inate 
assurances or quality aare and p~otection for residanta from .abuse and 
ne9leot. 

The House and Senate proposals, would: 

-- repeal all feqeral quality and enforcement standards, 
eliminating even basic federal requirement3 for fir~ safety 
and infection control. Res1aent5 could no longar rely on 
uniform standards to protect them from abu~e and to 
Gafaquard their right to be treated with dignity. States 
would be permitted to allow poor quality care to oocur 
without sanction or penalty. 

-- transfer to states new responsibilities with leBs mor~ 
to discharge them. States would be requir-ed. to develop and 
enforce their own new requirements with severely limited 
funding. Quality requirements would vary from state to 
state, and multi-state nursing home cha1ns who find the 
variations burdensome could decide to operate homes only in 
states with less regulation, thereby reducing access to and 
Quality of care. 

-- eliminate standards for the training ~nd testing of nuFee 
aidesL The training and testing Of tne~c frontline 
caregivers would no longer be a tederal requirement. 

-more-
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As early hospital discharges increase, ~ureing homes are 
being called upon to proviae more care in more complex 
situations. Residents in these tac1lities need more, not 
less, assurances that aides are adequately trained. 

-- eliminate standards tor reglstr1es or gualified qides. 
These registries track individuals who have completed 
approved training as well as those wno have abused, 
neglected or stolen from residents. These registries are. a 
qreat resource to nursing homes and other health c~re 
providers. 

-- 11Q..tentially increaae the cost of providing care to 
residents by limiting the capacity or nyreing pomes to tre~t 
mo~e complex patients. A recent study by the Research 
'I'ria.nglQ Institute and others suggest that implementation of 
the nursinq heme standards has saved money by reauc1ng the 
hospitalization of residents. Preliminary findings show 
that between 1990 and 1993, the hospitalization rate Of 
nursing home residents dropped from 28.4 percent to 19.5 
p9rcent, recultinQ in estimated Medicare savings of at least 
$2 billion. Eliminating nursing home 5tandards could 
rgverso this trend and lead to increased costs to tne 
Medioare program. 

6UI!P0B'l' FOR MAINTAINING PhTI:tNT PROTECTlc">NS 

..... the ~apublicans in congres~ have proposod a budget that 
will undermine thQ dignity and independence of our senior 
eitizens ... It Gnd• the national commitment that any senior 
citizen, reqardless of how much money they have or don't 
have, will have aooe~s to quali~y doctors and good 
facilitieo •.• ~ho ~opuhlican plan would eliminate all 
national etandards for nurcing home care ..• congress should 
strip the~e outrageous provisions. from the budget bill. 
They 1 re incon::.ietent with our c.o:r:e value5. Thoy 1 re not what 
Americ~ is all about, and they are certainly not necessary 
to balance the budget." 

President Bill Clinton, Radio Address to the Nation, 
Sept. ::30 1 1995 

"seven year::i ago, President Reagan signed a bipartisan law 
pro~ecting the ric;,htc:i and the heal.-Ch of people in nursinq 
homes ..• wo~king together, D$mocrats and Republicans; 
consumers and industry; federal and ~tate qovernments 
devised a system of proteotions tor nursing home residents. 
~he result~ have been nothing short of remarkable .•. 

-more-
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"So, with those rcu:ults, what do the Republicans ln cong:r:ess 
propose to do7 Thay propose to repeal those nursing home 
rule~ -- every last one of them -- and dump this 
re~pon:sihility baok on you (the states]. 11 

Secretary Donna E. Shalala, Speech to Medicaid Directors 
Sept. 29 1 1995 

"We've never euppo~ted whole&ala elimination" of federal 
rules ••• And inevi~abla fi~h~e over gtatP-s' rules are 
"certainly a concern." 

Linda Keegan, Amerioan Health care Association 
USA Today, Sept. 25, 19~5 

"Everyone has heard the horl'."or stories about the bad old 
days in nur~ing home~. Why qo hack to thQrn? ... No credible 
evidence exists to ju~tify reversin9 oourse ... Seniors are in 
nursing no:mes because of advanced age, mantal or physical 
disabilities, to recover from ho~pitalization or hcoausa 
they have no one to care for them. They are frail and 
vulnerable. They deserve all the protection tho public can 
provide." 

USA Toaay editorial 
Sept. 27 1 199~ 
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CONFERENCE AGREEMENT: NURSING HOME QUALITY PROVISIONS 

The Conference Agreement would gut current law by eliminating major quality standards and 
protections for nursing home residents. The bill would significantly diminish the Secretary's authority 
to enforce quality standards. Specifically the bill would: 

Major Provisions: 

Revoke an individu.al's guarantee to services -
.. 

• Eliminate the requirement that a facility provide services to "attain or maintain the highest 
practicable physical, mental, and psychosocial well being of each resident." A facility would no 
longer have to make sure that residents achieve their greatest potential. 

• No longer require a facility to deliver social services, pharmaceutical services, activities, and 
dental services to "each11 resident. Instead. it would require that these services be provided to 
"residents" as a whole while not addressing individuals' unique needs and preferences. 

Eliminate financial protections for beneficiaries-

• Delete all current protections against discrimination in admission. Allow facilities to require 
payments from residents or their families as a condition of admission or continued stay. 

• Repeal provision requiring the Secretary to define costs which may be charged to the personal 
funds of Medicaid beneficiaries and which costs are included in the Medicaid rate. 

Repeal the Secretary's authority to ensure quality-

• Shift the responsibility to "assure that requirements which govern the provision of care in 
nursing facilities .. and the enforcement of such requirements" from the Secretary to the State. 

• Add language permitting States or the Secretary to deem a facility (as having met certification 
requirements) accredited by a private accrediting agency. 

Undermine the Secretary's enforcement authority -

• Significantly change the Secretary's role in enforcing standards. Require the Secretary to first 
notify a State of a deficiency and wait a "reasonable period of time" to allow the State to take 
action. The Secretary can only take action against the facility if the State fails to do so. 

Abandon critical National resident assessment criteria -

• Eliminate the requirement that the resident assessment instrument be based on a minimum data 
set of core elements and common definitions and approved by the Secretary. 
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Other pro-..isions in the Conference Agreement: 

Revoke residents rights -

• Abolish a resident's right to refuse transfers that are required by facilities to attain coverage for 
residents' under a different public payment program. 

• Exempt facilities from giving 30-day advance notice of transfer or discharge under certain 
circumstances. 

• Delete current requirement that facilities give information to residents about advance directives. 

• Allow a facility to deny visitation to a resident under certain circumstances. 

• Require that the facility must provide assurance to the State, instead of to the Secretary as 
under current law, of the security of all personal funds of residents deposited with the facility. 

• Excuse facilities from notifying residents of their account balances when they are in danger of 
exceeding the asset limit for Medicaid eligibility. 

Loosen quality of care requirements on facilities at the risk of residents-

• Eliminate the requirement that facilities with 120 or more beds must have at least one social 
worker employed fuJJ-time. 

• Give States, instead of the Secretary as under current law, the authority to establish 
requirements for nurse aide training programs. 

• Provide a disincentive to become a nurse aide by deleting the requirement that the State provide 
for the reimbursement of training costs (for a nurse aide employed not later than 12 months after 
completing training). 

• Give States, instead of the Secretary as under current law, the responsibility to set standards for 
qualifications of nursing facility administrators. 

• Eliminate the Secretary's role in establishing criteria for assessing the administration of facilities, 
including: governing body and management; agreements with hospitals regarding transfers of 
residents to and from hospitals and other facilities; disaster preparedness; direction of medical 
care by a physician; laboratory and radiological services; clinical records; and resident and 
advocate participation. 
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DRAFT 
Weaken nursing home survey and catification requirements -

• Eliminate the requirement that States conduct periodic educational programs for the staff and 
residents in order to present current survey and certification regulations, procedures and 
policies. 

• Reduce the frequency of standard suiveys from "not later than 15 months" to "not later than 24 
months". Also requires that, "in the case of a facility which has been subjected to an extended 
survey ... , a standard survey shall be conducted not later than 12 months after the date of the 
preceding extended survey." 

• Reduce the frequency of special surveys from 11within 2 months" of any change in ownership, 
administration. management, or director of nursing, to "within 4 months." 

• Retain the Secretary's authority to develop, test and validate the suivey protocol, but gives the 
State, instead of the Secretary, the authority to establish minimum qualifications for the survey 
team. 

• Delete the requirement that the Secretary provide for the comprehensive training of State and 
Federal surveyors and that surveyors take the training if offered. 

• Reduce the frequency of validation suiveys conducted by the Secretary from "each year" to "at 
least every third year." 

• Rescind the Secretary's authority to penalize a State with inadequate survey and certification 
performance with a reduction in administrative costs. 

• Limit the Secretary's authority to conduct a survey of a facility to when she has ''found 
substantial evidence of a pattern of noncompliance .... " Eliminates the Secretary's ability to make 
"independent and binding'' determinations in these cases. 

• Change the requirement that the State and the Secretary make information concerning all 
surveys and certification available to the public from within "14 calender days'' to "a reasonable 
time." 



, 
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DRAFT 
Dilute current State and Federal enforcement tools to ensure qMality-

• Delete current provisions authorizing the imposition of retroactive civil money penalties for the 
days in which a facility was not in compliance with requirements. 

• Delete the requirement that civil money penalties coJlected be used to protect the health or 
property of residents. 

• Reduce the maximum civil money penalty from $10,000 for each day of noncompliance to 
$5,000 for each day of noncompliance. 

• RepeaJ the provision that directs the State to design a system that swiftly imposes remedies and 
imposes incrementally more severe fines for repeated or uncorrected deficiencies. Deletes the 
States authority to provide other specified remedies, such as directed plans of correction and 
prohibition of facility-conducted nurse aide training. 

• Replace the provision that States "shall" impose denial of payment for all individuals admitted to 
a facility if that facility remains out of compliance for 3 months, with language that States "may'' 
do so. 

• Delete current language providing funding for temporary management and other expenses 
associated with implementing remedies to a State. 

• Delete the language authorizing States to establish a program to reward, through public 
recognition. or bot~ nursing facilities that provide the highest quality care to Medicaid residents. 

• Delete current provisions concerning overlapping Secretarial and State enforcement authority. 

G;\MEDICAID\CONGRESS.95\RECON\CONFER. TOP 

TOTAL P.05 
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/RTI RESEARCH TRIANGLE INSTITUTE 

Sodal and Realth Polic:y Research Center 
Program Olf Aging @d l.AJng-Tcr'1f Cllrc 

MEMORANDUM 
TO: 

FROM: 

SUBJECT: 

.-DATE: 

Mary Harahan 

Catherine Hawes 

RHtraint Reduction •• 50% is probably OK to use 

September 29, 1995 

l. Use of physical restraints is an item in the MMACS/OSCAR data set that facilities 
and surveyors complete at the annual federal survey in each participating f acilit:Y. ·-· 

2. An estimate: of 50% reduction in restraints is probablv accurate, U5ing the5e data, 
particularly 1f thi: measure: is taken from 1987, 1988 or i::ven 1990 and compared 

·-· · · ···· · ·to use in 1994 or 1995. [veri taking 1990 MMACS data at approximately 38% use 
of restraints (for 1990) to l 994 at 20·21 %. you see a reduction of r:ibout 48%, If .... 
you wc:int us to, we cCJn do runs on the MMACS and OSCAR data to verify the 
rcportz publi~hcd elzewhcrc. However, I alzo checked my lit review and found a 
~umm~ry on rc!itrJint prevalence prior to (and where available, po.$t) OBRA. If you 
like I can on Monday bring you a copy of a tablQ, I think. Anyway, one cite you can 
use in the published lit. for a reduction of thi£ magnitude is: 

·-· .. 

~obert Kane, L:arter W1ll1ams, I. 1-ranklin W1llrams, and 1-<osalle Kane (l !:!Y~). 
"R9str21ining Re5traints: C.hanees in A Standard of Care.· ANNUAL REVIEW OF PUBLIC 
HFAI TH. 1 qg?,, Vol. l 4:S4fi. SR4. 

··-1 Our data are a late 1990 estimate for 2.100·+ ·residents in 269 nursing homesTfi __ . 
1 O States and an early 1993 estimate for 2.100 residents in the same 255 homes. 
Wrc f uum1 d 50% rE!tlucliur1 fur resiuf:lrits whu weri;: 1.:u~riilivt::!lv i11li:!d ar1tl a 25% 
reduction over·all (lllmong ~II resident!>). Our figure is probably more: rnr'\St.=:rvative 
be:c.ause: (1 J it'~ from 1990 as the basE:line to 1993 as the 'end-point,· whic.h is 
probably catching the wave late l!lnd may be missing even more change in 1994 
and 1995; (2) we had independent assessors (RNsJ rather than facility staff or 
surveyor5 completing the instrument; (3) there is tremendous vciriation across the 
country in restraint use pre-08RA (e.g., 2So/.. to r;nore them 85% by some counts -
and WC found 60% in one State pre OBRAJ. so our States may under pre.sent the 
drop, compared to national averages;. 

~002 
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/RTI RESEARCH TRIANGLE INSTITUTE 

Social and Health Policy Research Center 
PrograTn 011 Aging and Lo1rg-Tcrm Care 

MEl\'IORAND illtil 

TO: Pam Doty 

FROM: Catherine Howes 

SUBJECT: Response to your reque!lt for informiltion about our presentation At GSA 
on effech of <.l~KA-87 Nursing Home Reforms 

TIA TY.: St!pt~mhE>r 26, J 995 

At the annual meeting of the Gerontolof:ical Society of America. the project team that 

led the development of the national nursing home resident assessment instrument (RA!) 
presented the preliminary results fiom our evaluatlon of its effei::c.s on qualiry of care. 'This 
presentation was made as pan of a symposium on the effect of the RAI for the GSA's 
:1\.:ic:.11Lific 111cc1.ius iu NuvomLc;r, 1994. While Liu:; Iunu;sl ,·i:vvn uu uur fuuli.ugs lJ4:s uul 'r:L 
\Jec;U rcka:;cJ l..ry HCf l\., we; h"-vc y~pll.l-wJ lil·Lide~ ~vu1·ili1~ 1.he fu11..li11~s ;,1.uJ )Ul..rmillc:J 
ab$t..ra.cts u:itl'l all .:if tl1e result.s and two of the five "rciult.s'' anic.lo~ t.:i UCL,&,., Twci of d1e 

uiklcs are . .:.urrently under rt"vit:w at JAGS. We &ntkipa.tc: six artid1:1s will be submitted to;, 

1.1.GS :md app1:-ar in one. i33UC reporting the full range; of finding.s. 

A ~umrna.ry of the ma.jor finding=; ·we reported a.c prelimin~ findingc (u.•hich mean!l 
that they had not yet been releas~d QS a final report to HCFA) appears on the next pase. 
Pluse note that the results speak not only to the effects of the RAI alone but also to 
other 1upech of OlUtA, such as the new regulatiou~ on restraint reduction. Feel free t" 

~004 

cite them and to eall me wi.th any addition;al que.c:tioru at (919) 541~6340 or 929-39'52 (home).,_ .... -··········-· 
A 1.~o. it' ;·nn w::inr. Tt'J riii::rn.<i:: Thi>. r.n~t e:i;timRT"'~ wirh Vinr:"' nr l :h::arlP..~, Vinr:e: r.1m hi': rei:ic:hP.rl 

at (401) $63-3492 and Charles at (9 l 9) ~4 J-6~ 77. The cost estimates, by the way. are not 

pan of our formal work for HCFA. We a~ in the process of linking the post-OBRA cohort 
to the Medicare claims files and when the debated over OBRA arose this summer. we 
proposed making the sam~ link for th~ pre:-OBR.A cohon and analyzing the cost effects as 
part of our comract. Unfortunately, HCFA only allows conu-acrs to run for six years, and we 

couldn't ,i':~t the longitudinal claim;; files processed and analyzed in 2 months. 1hus, we have 
rcsuncJ Lu 'Cl "ua~k uf Ilic cuvduyv" e:1Limll.Liuu 1-'1vc.:c,,-:; Jwi.Jl5 the; lasl Tew Jay~. If HCf A 
still li-.·c~ o.ftcr O.:.tober 1. I guess ,,,.c will go !n for a grant t.:i analyze the rc.J.l co:it.s. 

Thank3 for all your help! 
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SYMPOSIUM AT TIIE ANNUAL SCIENTIFIC ME£11NC OP 
TYE GERONTOLOGICAL SOCIE.lY OF AMERICA 

Atlent11, Georgi~: Novemt-er, 1995 
JHZ.: .Ji1.'J.'l!:c1· OJ' 1HJ:.' JUiS11JEN1' .ASSJ::.'SSM.h'.N1' 1.NS1'Jl.llM.li.N1' {JUU) 

ON TffF: Q1!Af,TTY OF C:4R~ TN NITRSTN(; HOMF..~ 
Dr. C:hinll':.c;: I>. l'hillipi:. !Jh.I> .. M.l'.H., SympMiHm C:h11irpl"lr~nn 1 

Dr. Catherine Hawe:s, Ph.D. 1
• Dr. John N. Morris. Ph.D.~ 

Dr. Vincent Mor. I'h.D.3. Dr. Brant Fries. PhD.1 

Durin~ thci symposium, the research team reponed the resulr.s from an evaluation of 
the effectS of the im;ilemenation of the re2ulations on resident assessment on the quality of 
4.:arc eA.}Jel"'iem.:c<l Ly uur.siug l..iume r1:1~iJ1:1u1.>, TI1c Rto~iueUl A:;:;ie::i:;mern 11:iUl.Uu"ul (R.4..I) 
~uusisLs uf Ll1e Mi.uimwu Diilii Sel fur Nur:;iug Hume R.csitlcul A.s.se.s.suu:1ul iiuJ Care Plau.u.ii1~ 
(MDS) and 18 :spe,.ial Res.idem Assessment Pn:1toc.ols (RAPs). The RAI is used by fac..ilitie:s 
as part of the ODR.41.·87 m.md.itcd nur:sing ·homo f'Qfonn:;, to 11.se>ess resident.5 upon admiuion 
to lhc fadlitr and to dc .. ·elop thoi.r pllSll of care. In addition the RAI u u.:1cd to asJesa 
rei;idenui annuQlly o.fter o.dmii:cion and upon any :iigni.fictlllt change in their heQlth ~tQt\1:;, 

Fin~lly, the :::y:::tem include~ Quarterly A::::::e!:cimenta u:::ed to monitor the effecu; of the Cll?'e 
plan :and the need for modifications to the care pl:m. 

The RAI evalua.tion study de.>ign was a rre-post test design that examined r.hmges in 
T.h!'I rrl"li":I':.~.~ nf i":"rP. ""rl lnngimrlin11l rt1J::irll"lnf. 011u:nmM lt.( mf"ll~lln":$ C'lf rim1liry. 'lhA m11jnr 

iinn1ng!; will hP. prP.l'l"o;nt.r:rl 1n 11 tin::il ~.rC'ln. Tt"I HCFA :inrl in" ~r:rir:!; nf tivP. ~r:iP.nt.itir. 

publications. Thus. the results presented at GSA are preliminary, 

The evaluation ~·as conducted in metropolitan areas and surrounding rural counties in 
10 States in 269 nursing homes that were randomly selected. It involved assessment of the 
ciualiey of care and resident surus for more than 4,000 residents. Comparisons of process 
t.J.UliliL;r autl rc:;itlcul vul~vmt:S arc vc:LwccU a prc·OBRA .l'eriuu (1990 4UU earl)' 1991) ;imJ ¥ 

pust-OBRAIR.AI-iuwlemciuldlivu yc;r:ivJ iu L11e Spru1~ a..uJ Fall vf 1993. TI1c majvr fu1Jiu~s 
in~ludc:- the- foll.:.wing: 

• There were significant and -nidcsprcad impro,·cmcnb in the process of 
CllJ'e. 

• 

• 

• 

The imp::ict '"':as also seen in impro\·ed resldi!nt outcomes . 

There was a substantial reduction in hospital use (25%}, suggesting the l 
potential cost-effecti"eness of the RAJ. and other parts of f.l~lU..1$7 &.'9U. 
Thi!!; rPdnr.tion Wll~ mo~t prnnnnnrP.d Amnng TP.\icltmt" 1'ith ".ognitivP. 
impairmenr and occurred nithout Increases in monality and with 
decreases in fUnc:t1onal decline. 

These flndtn2s suggest the RAI and other OBRA pro\1s1ons s1gnitlcantly 
imvrvwc:d 1.1.ualil)' of 1.:uc fur resitle!nb aJLJ ~re: ~s~ochtkd will1 ri:cluce!d 
co5U for hospital care. 

Ill 005 
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l. I here was a s1gnit1cant increase m the comprehan~1v9n9ss and accuracy ot the 
mtormat1on available in resident's medical records about their health ;:md tunct1onal 
status, care needs, streneths and preferences. This is import~nt since such 
infnrmritinn ~P.rVP.~ ?I~ thP. hfl~i~ for rf P.v11ln11ing thP.ir pl.:in nf c:.:irP.. 

• There has been a 24% increase in the accuracy of information the resident's 
nursing home records. 

2. There was a si.~nific.ant inc.reas~ in the c.ompre:hensiveness of care plannini;:. Thi: 
c.are pla11s in the post·RAI period address a greater percentage of rl!:sidents' health 
problems, their risk f actor.s for functional decline and accidents, and their potential 
for improved function. 

• There has been a 17% increase in the number of problems that are 
.Jddrc!j::;cd in care plan~. 

3. There were significant improvements in a wide range of areas that affect residents' 
well-being, trom s1grnl1cant reductions in tying pQople into chairs to greater attention 
to their hearing and skin care to increasing the availability ot act1v1t1es. I hese 
include such changes as: 

4. 

• 

• 

• ;i :i0% inr.rP.f!~~ in thP. 1JSP. of hPnring nids for pP.rsnn.~ wirh hMring rliffiwlty 

• a 64% increase in the presence of advanced directives 

• d 29% Ut!l.:rt:a::;t: iri l111: u~t! uf 111tlwi:!llirig urirnHy 1.;altndi=r::; 

• a 27% increase in the use of behavior management programs to address 
disturbing behaviors such as wandering or resisting care 

• a 2So/u decretise in the use of physical re:3traints 

• a 28% decrease in the percentase of residents who are not involved in 
activitie£: any of th9 tim9 

I hese changes rn care practices also translated into better resident outcomes and 
substantial redL1r..tions in hospitalizations. 

As ;i rP.s11il nf thP. nRRA rPfnrms. rnirsing hnmPs f1TP.VP.ntP.ci riP.r.linP. ;imnng rP.~irlP.nts . 
After OBRA. nursing home residents had better outcomes in such areas as physical 
functioning 1n the activities of daily living IADLsl and cognition performance. Thus 
nur sir1~ hu1 m~s i:H ~ lielµi11it re:siu~r 1b ut:!li:Jy llit:! Ul:!dir 1l:!s lyµir.:~lly ~~~or.:ii:!l~rJ will 1 Un: 
r11ulliµle dirur1it.: Ji::;t:ase::; c:i11u t.:urn.lil1uris rrmsl NH re:sit.ler1l:s have. 

There was a 25% reduction in hospital days among the NI I resident> in th• stu~j 

~006 
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Ther. ''-"a.:: a. ::irnificant inereo.1:e in the cornprehen:;ivenei;:: of the informa.tion 
available in re~ident1s medical record; about their he:alth :and functional status, 
~are nee.ds, strengths 2.Ild preferenr.es. 

'J.. · 1 hP.~ w:;i~ :i ~ienitir:::inr inr.rea.o;:I'. in t.hP. iir.r.nrar:y nf ThP. informiir.inn RVHihihl,., in 

r.hP. re.~irlAnr.<' mfllrlir.:'11 TP.r.nrrl~. whir.h i~ imrinn;1nr ~inr.'- ir .Cl':l"'l.'P.~ R~ thf'. h~.o::i~ 

for developing Their plan of care. 

3. There u•as a significmt increase in the comprehensiveness of c:are planning. 

4. 

-~-

G. 

The care plans in the post·R..t\.I period address a ~rearer perc:enta~e of residenu' 
health problems, their risk facrors for functional decline and accidents, and 
l.hc::ir ,1JULc11Lial fur i..iuIJruvc:ill f wu.:Livu. 

TI1crc wcn:i significant improvemcntJ hl a wide range of proce:ss quality 
mca3urcs, .3Uc:h a.s dec:rea.sed u;se of phy.Jic11l rcstraint.3, incrca.scd Ui,.-ol"'·cmcnt 

of familicJ and rc.sidcnts in care plan mccting.s and dcci3ion:!I, inerealiled use of 
adva.nc:ed direct.ivei:, inc:rnt:ed uce of p~ychologic:o.l thero.py and · 
a.ntideprt-:i:ia.nta for re~identll with depreccion, inc:rell::ed uu of beho.,,•ior 
m;uillgement ptogranu for ruicknt; '"ith problemlltic: bEth2,•ior i::ymptomsi, s:ui:h 
as \vandering, decreased use of urinary catheters, lllld 'o on. 

'lhnP. u·i:i!: i1 ~ignitic:~nt rP".nllr:tinn in timc:T.ionAl tlf'lc:lin11: l'lmnne rP..~in~nr~. 'lhi~ 

tinrline i~ p::irT.ic.11l:nly nt'ITP.w"'n.hy hP.r.::inc'- ir nr:r:llrTP.ti 1wP.n t.hnueh ThP. re~itiP.nT.~ 

in the post·OBR.'\/post RA! implementation period had a baseline status that 
was more impaired than the residents in The J 990/91 time period. Despite this 
gradual trend for nur.sin2 homes to serve more impaired residents. the nursine 
homes were providin~ more appropriate care and achieving greater stability and 
le5s decline arnon)t residents. 

'!11e1"1: w:.o uu i.i1..:rea~" iu.wv1·Lalil,Y i.u Lhc:: pu:sl/OBRA iJC:rluJ. Hu .... 1cv11:r, Ll~11:r11: l 
was a significant rc:dut.ti..:;n in both the number .;if ho:>$pit.ilizar.jons and the total 

days of hospital .:..uc .im"ng the rcsident.s over a si.x month period. Indeed, 
there was a 25 pc.rccnl reduction in hospital day.s after the implementation of -· -

OBRA and the R..AI. _ .. ·-·--····· -· 

1. hogn1m on .'\ging and Long·Tcrm c.;~c. !<.cscarch Triangle lnstitu.tc. Kcscill'ch ·1rinnf!C !'ark. NC. 
1, $go;ial C.:c-ontolo~;,41 n.~~.:.m:h C.:.ntt.r1 lT.:.'bnw n..:.h4b;l;tation C,;nt.;.r for Agc.d, DeittOI~. l'-1.o\. 
3. C.«it~ for G.eron.ti:-li:>gy anii H~61.th Sct"i~es R~Har~h. Jil.ro:o•LTI Univcnity, PrC1\..;de:ni:.::, lU. 
4. !nstirutc for tTcrontoloi}·. UnivQ"$lty of Michigan .• 4Jln .'U'bor. Ml. 

ll!007 
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DATE: 

TO: 

FROM: 

RE: 

CC: 

from the Desk of 

Vincent Mor, Ph.D. 

September 26, 1995 

Theresa Sacks 

Vincent Mor, Ph.D., Director, Brown University 
Ctnter for Geromolo~y and Hurtt'\ Care Research 

Cost Savings Estimates frorn Reduced 
Hospitalization of Nursing Home F!esiden1s 
Associated with Nursing Home ~etorm 

Charles Phillips, Catherine Hawes, Katherine Mayes 

What follows is an cxphmatiun of the. cstlrnai.~ of sa\·iri~s to the M.:dicare riro:ram 1:1.~soda .cd wilh i:t 
subsuntial reau~tion jn hospl!aliz.alion of nursing home resident~ obsi!rvc.d b<ltwc:en 1990 :i. 1.:S l 993, the 
period during u.·hich .c.iitny o! the; ~pc.cifii.; pro,·i)iun.~ of nursin~ horn~ reJ'C1rrn were implerne ited. 

A~ you k.nO\w'. OBRA 'S7 conl~incd numerous prcivisioos affecting tnc c:o11ditions of panlcii :itiun ur 
nursing home:. in lhe Medicare.1Mr.;clica1d pro;rams., speciticaUy rel;uine LC1 'lu.:ilit)' standard: and s.1aff 
training. Included in th~~ provisiona are trainin&i requiremenL': for nunes .nidc~. qu:ili!icaci Jn imzndarcl:­
for a(iministrarors. 1tddhional eliniclll documentation justifying tile application of phy~ical a ld r;:h.:mi~aJ 
restraint.;: an('! the intrt)dUctiOl'l of 3 comprehensive Minimum Data Set for Resident Assc~~rr ~Ill ft"lr u$e in 
do.:umenri"g lhe clinical probltm~ rrisg,rin: specific: cliniL:al interventions Usted in the rcsi lent!'' c:.1r.-. 
rl•-· . ._ D•·~l--•;- .. -r-11c:m5 .. i- ILi UIC !lW;;c:;~cli ano out.:omes CJf' care ~~pcrienci:.d b~ nursh a home 
resid~nts from in A ra.ndom ~.11.mple of 268 facilities in I 0 sralcli w~ undd:i't.lk.cn by Che Rese: rel'! TtiAngle 
Tnstirute, Bro1J.-n llnive.rsit;i-, tlie Univcrsi!)' l)f Michigan and 1..he Hebrew .Rcha!'>Ui1ahon Cenl :r for At;ed. 
The s.tudy found reductions io ph)·.dcal re~trll.inti, improvements in care plans directed tit ;:m ~liorating 
specific clinical proble.ms, reductions in lhe rati: at. which reisidcms declin' jn physical and C· 1gnitive 
funclioning and a '"uh1uan1ial Teduction in the rote of hospitalization. \\'hilc our evaluation ''aSi not 
J~signed LO do so, we havi; conduct.e(f preliminary ana.ly!.cs in order to estimate lht Sile of sa 1ings to 1hi: 
Medicil.re and Medicaid prog:ram rhat may hi"'C come aboul due to the reductions in hospits.1 zacion. 

Over the ~ix month period or our evaluation, we o~served that in 1990 28.4% Clf th~ p(\pulati m of nu··~ing 
Mme re=-1'1c1m were ho~pjtaliud whe.rcas in l 993 only I 9.!i9'" we.re bospit:Llizc<l. Annu~liii 1g th,; 
;:i;verag~ number of d<l)'S hospirnll7.1td per ca.pita (r1&tl1er tk1njusc among users) we .::il.::ul.,ted hilt t.he 
11.,,·erage numbc:r of ho.~piUI dayli per tQ!idcnc was 7.2 in 199011.nd .S.3 in 1993. Using th~ 19'·'2 doUu 
Iigur4"s from the M.:Jic:.ll.r~ arnJ Medic3id Statistical Supplemcnc (US DHHS. HCF.4.. ORD St.i ti~tica1 
Supplll!!numt, l 99~) • the average Mcdic~e payment for a ho~pital day for an Afed ben~fici!l.1 r is $730. 
Sin~e our sample n:presents all residents in f1&,ilitii:s on a ~iven day, we multiplied th~ numb- :rot h~"\~pit.al 
<.lays by thi: Me.:1ii;are p:1ymenc per day for all l .S million residcnt5 of US nursing homes. 1701 th~ l 990 
data (ut\ing 1!192 dollars) tlli!: yields S7.884 billion wh~cea$ for 1993 thi> ~ic.lds S5.S03 billioi· .. Thus. 
Mi:.dicare spent over S2 billiou Jess h0$pitalizing 11~ed bcneficiil!ies in 199~ than in l ~90. n is ''st..vin~s .. 
does not include: the fact thac rnitny nurs.in~ home re5idcnts entcritig hospit.;iJ are covered b)' 1' recbcare for 
se\·er:.il week~ under the Sl'IF )l.;ndit 11.f1e.r returning to 1he nul".iin~ !lldlity. Furrnem1ore. thi; ·cau.:Lion in 
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h.o~pi~li~atinns also implic~ a rcducrkl11 in rh@' 1.:~e r\r ~~1-.,-h.,.-•• - ..... ••0 .,·-·-·. :~ .•••• ;u m1.1 rrom tnr; 

Th.ere i2rC ~)ssiblc Medici.id co~ts aucl savinis a.> wtll. M~dic&id pays tit~ (Jcduca.iblc for c: ,e !Jay of' care 
as well as the co-payment for ho:;pi~llzationa la,.tin; ~days or more. Hciwever, <.:lr.~c:pl 11·'. st.,tc.:t lhOll 
rcitnhurse facilities for some ~ue oi L.bt Medicaid rate for ''bcd·huldiog" day~. Medicail.J s not Hable for 
the nllrsing home coi;ts while residents are in the llo:;pi\al Sin~ \lie had very few >L:iy:o th• .t J11sle'160 
d.:i.ys, we isncm:d the cnpaymerit :4nd GQJ'\lpill"cd the deductible COlitS to I.he cost Medic:tid w1 ·uld have to pay 
were the patient not hospiraJi~cd. Assuming thac abotlt 50% of the n1Jrs.ini; hl'.'llne rc:tjae11l. '"1'ul:.Uon 1~ · 

covued by Medicaid anti ther~forc:: du&! i;UL(\t>lc, the. riet result of this ~omparison is that M· -dicaid would 
be Jii1ble !or .an additional Sl J miUio11 in cusu due to f~""er palietit days covered in hospibl by Mootcarc 
in 19~3 as compared .wjth 1990. This e.stimaa doe:i; not inc:llllle co-insurance requiii::mcnti; issocia1cd 
._.ith Piin B s'rvices recci,•cd while in the bospicaJ.. 

In summary. 01.1r da.1'l ~ugge~1 lbat al lea.st a $2 billion dollar Sl\'ings to tile Medi~•r~ pro~ra '"ll may hav~ 
he.en rcit.l.i1.cd in large part due io improved quAlicy 1.nd tapacit} o! nuri;i11g home!C. tCI care to· pi11Ui:::rn's 
tTlcdicill prohlerns in the nursing J,ome. This improvement in capacity was made possihlc b~ l'W\ny of Ll'lc 
reform) that arc to be eliminllteii if }..'iedi~aid is n1l'.llC a bl~k pent without any l'eder~I sun i:u-ds a11d 
gui~clinci:. Ful'1hermorc. \\.itb relatively cot1tracting tunds .:ivaUahle for Mc:dicaie1. srates wil h11vc: no 
incentive to encourage nursing hemes to achic'We. lhe quality level needed to m~at mcl.11.:all;. c :>mpk::-; c1:tsc~ 
m th' home. Rarher, the: irn;:\:ntive will be LC> hospit.lli1.e Lhcm. since Medicare wilt n.:sume !.h: c:ous. 

l hope ttiat this information ha~ ~n useful. A!. noiecl, the an.ilysc~ are pn:l1nUoary. l wculc be h.app.)' ii;, 

i;iJpJ:\lement them with additional work should you f~l il ncccsaill')'· 
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"USA TODAY hopes U> 
serve as a forull\ for bet­
ter undersia;lding and 
unity 10 help make the 
USA trufy o.ac mtion ... 

-Allea H. Neuhri 
Foaradc:r, Sepr. lS., 1982 

Droppirig federal regs is 
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an invitation. to tragedy . 
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S ... :TIONAL CITIZ'£NS' C04LITION FOR NURSING B:OME REFORM 

Comparison af 
Medigrant.918 ··See. 2137. Q~ty Assurance Standards for Nursing Facilities 

and the 
Nursin~ Home Reform Act of 1987 

The provisions under the Medigrant bill. recently under consideration in Congress, arc 
b~ing touted as including "improved nursing home stai1d8lds .. in the summary of the bill 
prepared by Representative Thomas Bliley, bill sponS(lr. As the following comparison shows, 
whil& tht bill includes a basic outline of requirew.1.tt1ts included in the Nursing Home Reform 
Aet. it is sorely lacking in substance and qQality St'1ndards. 

NO Federal Standards are included in lhe biil - Leaving residents and family members to rely on · 
50 different srate standards. No ¢n~ will be assured of the quality of care and services they. or a 
loved one, will receive from suite to state. 

Nursing Horne Reform Aeg 
Qualey of Care: 
Requirement for care and services to allow 
each resident to reacli her highest l't~tieable 
physical, mental and psyc:hosocial well-being 
• Nursing & related se?'"or'ices 
• Specicliz.ed rehabilitati\'e servicits 
• M;dically-related soeial savices 
• Pharmaceutical services 
• Dietary sc!vlees 
• Dental ?ervices 
• All serrices must: be provid~d by qualified 
individuals, in accordance ""'ith a residents' 
plan of eare, must meet professional standards 
of quality 

Qualitv of Lift~ 
• The care & environment in a facility must 
maintain or enhance the quality of life of 
c:ach re.sidc:nt. 
• Requirement for an-goiug activities program. 
direcled by qualified professional, that 
meets. the interests and needs of residents. 
• Participation in resident & family councils 
• Participation ill social. raligious, k 

MedimntBiU 
NO Quality of Care provisions 

NO Qi.ial.ity of Life provisions 

1 
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NCCNHR 

Nuoint:; H.omc Reform AS! 

community activities 

Resident Assessmemd% Cm Pla.nnjng 
•Requirement tba.t a comprehensive, 
standardized. accurate, reproducible 
assessment of functional capability 
be completed for each resident 
within 14 days of admission and 
at least yearly thczeafter. 

• Plan of care rnu51 be prepared with 
the participation of the resident. her 
family, and an interdisciplinary team 
within the facility. 

Quality Assuran~ 
• Rcq_uirement thal facilities maintain 
a quality assessment <Uld nssurance 
committee, inelud~s requirements for 
persoruiel included Ol'I. the cominittcc, 
how often it f?llJSt meet. and its function. 

Resjdents Bj~hi_~: 
Facilities are to protect and :r;ir()mote the 
rights of each resident including: 

• Free Choice - physician, c:are 8: ucatment 

•Freedom from Restraints 

• Freed.om from physical or manta! abuse. 
COij)Oral punishment, invoh.tntary seclusic11 

• Privacy - ~ccommodations, ear~ &. 
treatment, commu.c.ications, visits 

• Contidentiality - right to confidentiality of 
personal &. clinical records 

2 
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Medierant BUI 

Required resident assessment ptocedures, 
including care p1'1D.D.i.ng md outcome 
evaluation. NO requirement for 
resident and family involvement. With.NO 
federal stanchird, NO uniform mc::asurement 
of outcomes will be possible. 

Standards esrablished for facilities shall 
contG1in provisions relating to ... quality 
assurance systems. NO provisions regarding 
f Wlction> when C()mmittee will meet. 
who will b= on. the committee. 

NO discussion of choice 

NO right to be free trom restraints 

Be free from abuse. including vmbal, sexual, 
physical, ~nd m(;C_w a.bus!, corporal 
puni~hment, and involuntary seclusion. 

Be provid~d pri vat;y in communications and 
to receive mall. NO provisions for privacy in 
care and treatment, accommodatioos, visits. 

St.ates must establish standards for the 
treatment of resident rncdieal r~cords. NO 
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HCCHHR 

~ur~in~ Home 'geform A~t 

•Accommodation of Needs 

• Gric:vances • J"ie}1L co voice grie\.'am:es 
withol.~t discrimination or reprisal, right 
to prompt efforts by the facility to 1csolve 
grie~ances 

•Examine survey results - n:.sult4' must be 
post~d within the facility and acees.'\ible 
to residentS aud families. 

• Notice of rights &. services ·must be 
oral and in writing; given at admis~ion; 
also must be provided upon request; must 
include eligibility for medical assistant~; 
li~t of items ~ servic;c:s inc:luded in the 
daily zate, alld included under the Slate 
medical assistance plan (when appropriate); 
notice of chanscs in rights &. services 

• Thi~ provision is one of several ri£htS. · 
stated in the Act's regulations, '"Long Term 
Care. Facility Requircm.en.tS." 

• nus provision is oni: of several right~ i1I1d 
quality oflife provision~ litatcd in the A.cL's 
reisulatioru. ••tong Term Care Facility 
Requirc.mentS.'"" 

Transfer..~ Discharge Ri~: 
• 30 days notice 

.. Fa1.:ility must provide sufficient 
preparation & oritntation for residents 

·The only pennined reasons for discharge: 
.' Resident)s needs.cannot be met 
by the facilify 

3 
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FAX NO. 2023322949 
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McdiuantBUJ 

require1nent confidcntialicy of the records. 

NO provi3ions for accommo4ation of need 

Right to voice grievances. NO proVisions 
requiring facility dfons for resolurion; NO 

. provisions protecting residents from 
discrimination or retribution 

Right to cxiUiline results of State 
~erti fication inspections 

Right to receive notice of rights and 
serv1c~s. 

Right to ri=:f1.1se to perform services for the 
facility. 

Right to rer.ain arid use persoll°al property . 

Right to be provided with prior written 
notice of 1a p~nding m-sns!er or discha:ge; 
NO specific time name 
NO provisions to prepare residents for 
transfer/discharge 

NO provisions of appropriate reasons 
for transfer/discharge 
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Nul"dn' Hnme Rdonn Ad 

./ Resident no longer needs the 
£ervic:es provided by facility 
./ Safety of the resident or other:; 
is endangered 
./ The health of the resident or 
oth1:rs is endan¥ered 
./ After appropriate notice. the 
resident ll&S failed to pay for 
her stay 

• The basis for the trl.itl.Sfer/dischillge must 
be docwnented in the cJinical record 

•Notice of bed-hold .u1d required 
ieadmission policy 

• Requirement that stat~s provide a fair 
mechanism for hearing appeals on transfers 
and discharge$. 

As;ees~ & Visitation Right.s 
• lmmediate access to rcsidcmts must b' 
permitted for the ombudsman, any 
re~resent'1tive of the Stale, or a resident's 
physician 

• Immediate accc:ss, with resident's permission, 
for fan1ily members 

• reasonable ~ccess for other vi~i'tors, "IJ/ith 
thi:: resident's consent 

'f-cJ,ual _!i_ce~ss 'tQ OmUitv Care 
• Facilities are required to establish and 
n1ainta!n identical poHr;ics and practices 
regarding ~sfer, di~cha:se, and the 
provi~ian gf services for all individual!:: 
rcga:dl~ss. of payment sou~~-

4 
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Medj;rpnt BiU 

NO requirement for documentation 

NO requirement for readmission policy; NO 
notice of bed-hold policy 

NO fair htaring requirement. 

!.mmediate access to any resident by 
any representatlve of the cenification 
program, the rc::iidcnt's individual 
physicia?l. the Stat.e long term care 
ombudsman, and any person the resident has 
designated a visitl"ll' 

NO proYisions for quality care and 
saviees for all residents regardless of 
payment source. 
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AdmissjC!D.S Poli_iY 
• Faejlities may not require resident.( or 
applicants to waive their rights T.O 

medical assistance, nor give assurances 
that they wilI not ap_p1y for benefits. 

• f acHities may not charge, solicit, accept 
or receiv~ any~ money,·do11.ation, or 
other consideration, from any individual 
entitled to meclic:al assistance, as a 
precondition of being admitted or stayiug 
in th~ facility. 

Prglec.Iion of Resident Funds 
•Facilities must maintain a sysrem for 
hai:idlins and saf~guarding residents funds, 
including: depositing funds in excess of 
$50 iD. an interest bearing acco"Wlt; 
providing a ~on1plete accounting of 
each residtnr.' s ft!lld.J; ln.ain13in 21 wiittcn 

record of all transactions with respect to 
u resident's account. 

~ A resident may oot be charged for any 
item C'l'! strvice co'1ered by medic.al 
assistal!ce. 

Staff Rttguirements 
• R.cq_"L.iired 24-hour licensed nursing 
services sufficient to meet the needs oi 
the resident.S, including a regist<:red nurse 
at lt!ri.,st 8 constcu.tivc hours daily, ? days 
a week. 

• Required training and comp~tency 
evaluation program (at least 75 hours) 
for m.U"se aides, indudm.g regular 
in-servio~ educarfon. 

5 
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Medjez-ant Bill 

NO provisions protecting residents from 
substantial finzneial outl3ys as a pre­
condi1ion to .admittance into a facility. 
ur the ability to ~tinue residmg in a 
!a.cility. 

Right to be protect~d against !he misuse of 
te:iident funds. NO provisions requiring 
an accol.Ulting or r~cord of funds managed 
by the facility. 

No f)rovisions prohibiting facilities from 
charging resident:> for coveted services. 

QuaJifications for staff sufficient to 

provide adequate care. as defined by 
by the State. NO registered nmse 
requirement. NO licensed nurse 
requirement. NO minimum staffing 
!equ.irement. 

NO nurse aide tra.ining and competency 
evaluation. NO minimum training 
requirements. 
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Nu;rsing Homt Reform As! 

• Requirement that the health tare of 
each resident be provi.ded un.d~ the 
supervision of a physiciao; including 
having a physician available \o provide 
medical care in case of emergency, 

Adrnjnjsru,ti9n Requirements 
• Rcquii-emeAt that facilities use its 
resources eff~ctivcly Hn.d cfficien~y 
to allow e.ac.h resident to achieve her 
highest practicable level of functioning. 

• Requirement that i:hangc::s in o'wllI'!ership, 
management, admil1istrator: or director 
of nursing must be ~rovidcd to the state 
agency. 

• f~ilities are required to meet Li!C: 
S~fcty Code requirements of tbe 
NationW Fire Protection Association. 

• Requirement that a fodlit_y is 
sanitary, maintains an effective infection 
control program, and is desigH£:d, con.slructed, 
equipped. a11d maintained to protect die 
~al th a;nd safety of residents. personnel1 

1:1nd the general public. 

Survey & Certifisatipn Process 
• R~quired une:N1ounccd annual 
standard survey to detc:rmine 
compliance v.~th standards. 

• Required investigation of a!l~gatic.ns 
of resident abuse, neglect~ and mis· 
appropriation ofresidellt property. 

• Requirement thZlt procedures ind adequate 
Staff are main:t.ained to in-.·estigate 

6. 
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Medj;,rant "Bill 

NO provision requiring physician 
supavjsion cf health Cate. 

NO provisions made that facilities 
use their r•soUioes to provide good 
resident care and promote qualiry 
oflife. 

NO such provisions in the Medigrant 
bill. 

NO provisions requirin2 facilities to 
meet LSC requilements. 

Assurance of a safe and adequate 
physical plant for the facility. 
NO requirement for meeting Life 
Snfety Code sta!'ldards~ NO r&1uiicment 
for effective infection control systems. 

Mr:digrant plans must establish a?l.d 
operate a program for certifying 
nutsin~ fa,ilities meeting the srandards 
established and the deccrti.fica.tion of 
fllcHhic.:s which fail to inc~t th.: standards. 
NO :ptovisions for how states will determine 
th.3.t standards haYe be"CD met; NO provision 
for the investigatiOll of complaints~ abuse, 
neglect> or misappropriation of property. 
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Nunin:c l{ome Reform Act 

complaints. 
.. 

• Survey results and plans of correction 
must be mo.de avail~ble to tl1e publii.; 
within 14 days after given to facilities. 

• Requirement that copies o! facility 
cost reports and copie$ of statements of 
o\l.'llership be made available to the 
public. 

•Notice of findings o!noocomplian~ 
must be sent to the S'tate long•t"rm earl! 
ombudsman. aiong v.ith nctice of any 
adverse action taken agi;inst a facility. 

• If subst!ndard quality of care is found. 
the State must notify the physician of 
each resident found to havt received 
substandard care and the state: board 
responsible for liccns2ng the facility!s 
administrator. 

Eoforcc:ment ··-- ·--· . ·---·--····· 
. • When immediate jeopardy to resident 

health or safety.exists. inlmediate actioll must 
b~ taken to re.move the jeopardy ::and corritct 
deficiencies,. or terminate pan1i.:ipation under 
the scare plan, and may provide for one or 
more: of the other remedies provided. 

• When no immediate jeopardy exists. the 
State may terminate participation. provide 
for one or more remedies~ or bo1h. 

• Provides a range .of remedic~, including 
civil money pen.a.hies. to:mporary managers: 

7 
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Mcdierant Bill 

Public access must be provided to the 
i::eni:fication program's cvalu.itioii of 
participating fitilities. including compliance 
reeords1 c:n!orctment actions, and other 

· reporu regarding o~erslUp. ~ompliance 
histories, <md .scrv1c:e.s provided by fKilitk:r. 
Upon cornple1ion of a survey, the State 
i:l.gf!ncy must make pu.blie the pertinent 
:findings of the survey relating t0 the 
~mpliance of the facility 'With requiicments 
OflillW. 

NO provisions for notifyihg the long­
term c.:~ ombudsman of results or 
a~tions taken. 

NO _particular notice requirements if 
substandard QU4lity of care is found. 

When immediate jeopardy exists, the 
State must, at least provide for 
termination of ceni:fication. 

When no ilnmediate jeopardy exists. the 
Stat~ maiy: in lieu of termination, provide 
lesser sanctions, including one that provides 
dc:nial of payiuent for new admissions. 

NO alternative remedies, or intennediate 
sanctions, are specified, except denial of 
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Xur~iDK Hpme Reform A.et 

deJlia} Qf pa.ymcnt, a_nd ~inatiQ?'L 

• NHRA requires remedies be imJ:>osed 
when defic;ien~ies exist 

g 
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payments for new admissions. NO 
provisions for use of ~ivil money penalties. 

The State shall .not make a decision (regard­
ing sanctions) until the facility has ha.d a 
reasonable opportunity to correct its 
deficiencies. and, following this period. hns 
been given reasonable notice and 
opportunity for :1 hearing. 
NO piovision is made for a hearing or 
appeal process for residents; facilities are 
being sanctioned for not meeting an 
administrative deadline. insti:ad of for not 
meeting the standards. 

The State's decision to dtny piyment may 
be ma.de cfiective only aft~ notice to the 
public and to the facility, and the sanction 
will end a) when the facility comes in'to 
substantial compliance, or is making good 
fa.ith efforts to achi~v~ subsWJ.tial 
compliance, orb) at the end cf the 11th 
month after the decision is made to impose 
the sanction, whereby thi; Stcite will then 
terminate particip~tion under the State plan . 
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September 18, 1935 CONTACT: Michael Townsend 

COHEN SAYS Ml:~XCAID REFORM Mt1ST PROTECT 1'10RS%NG HOME RESI~'ENTS 

WASHINGTON, o.c. ·- concerned that importane protections for 

nursing home residents could be elim.i.n~ted. Senator B~ll Cohen, 
i . 

R-Mainc, today urged CQngress co pras~rv~ nursing home 6tandard• 

as it. \il'orks to refo:rm the Medi ca.id p:x·ogram. 

''In 1987, r..ie enac:ted importa.nc legislation to improve the 

quality of life for resid~nt.a in nu.n·;ins; homes," said Cotien. 

"Thae l.aw included st•nd~rd8 for r.hfl QuaJ icy of ca.re for 

residents. tougher requirem~nts fer staff craining and a 

crackdown on abuse. Many of those rules, which have bee~ 

developied over the pa.er. several year&, are jus~ no~ b6ing 

enfo~oAd. 

"Turning ehe Medicaid program into a system of blOC'k grant 

~o etates without maintaining atrong quali~y eca.ndards wo~ld 

us back to the dark days of si.lba~anci~.t'(l, ~nmonitorecl nursins 

ho~es. Eaeh state woald be alloued to regulate thoee nura· 

homes in what eve~ -..ray they c:hoae, w.i t:h no federal scandar 
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result could be a deva8tating dec)in~ in the quality o~ care for 

reai.cienter." 

Cohen ack.n.o~ledged ehat. prc:>posal,s tn turn MP-ni caid in~o a 

block grant ar~ intended to improve services aod save money.' ~ut 

he insisted that patient rigbts should not be sacrificed in the 

process. 

"It should be our goal t.o fi:r1d ways to cut: c:oste without 

forgetting our most vulnerable ci~izens. The nearly 2 million 

seniors cur~ently living in nursing homes and cheir families bave 

the right to e~eot a hish seand~Ld ~t care ~n an environment 

free from abuse and neglect." 

Cohen cited atatisticli showing r.hat., in 19.93, 11.. 8 percent. 

of nursing homea were cited :or violations of federal 
• 

requir~mantsi. 

"Nursing homes with a pa.t:t:ek·n of v1ol4tions are being 

sys't.etn.atically cited and forc;ed t~ correct their deficiencies," 

said Cohen. ''It we e.liminate all federal standards of c•re, the 

progrees we have rnada in %'ecen~ ye.!oa~O will be reversed, placing 

millions of elderly and Q.isabl.ed Amer·icans a~ risk.'' 
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REPUBLICAN BUDGET WIPES OUT QUALITY STANDARDS FOR 
NURSING 
HOMES AND INSTITUTIONS CARING FOR THE MENTALLY 
RETARDED 
November 6, 1995 

Republican Budget Jeopardizes Fundamental Protections for Nursing Home 
Residents 

? Under the guise of reform, the House Republican budget throws away decades 
of progress by repealing federal nursing home quality standards. Since 
enactment of these federal quality standards, nursing home quality has 
improved dramatically: the use of physical restraints has declined 25%, 
dehydration among residents has declined 50%, and hospitalization rates have 
declined 31%. (Source: RTI and HCFA.) Without these federal standards and 
enforcement, nursing home residents will be vulnerable to abuse and neglect, to 
being inappropriately restrained, and dumped onto the streets when they run 
out of money. 

? Moreover, both House and Senate plans repeal the requirement that Medicaid 
cover nursing home care at all. Their cuts will force states to deny coverage to 
hundreds of thousands of nursing home residents by 2002. 

? In response to criticism, Senate Republicans reinstated the federal standards, 
but allow states with "equivalent or stricter" standards and enforcement to 
receive Medicaid waivers. Yet the federal government would have no way to 
ensure that states enforce these standards. Most recently, federal surveyors 
found 14% of nursing homes out of compliance with the federal standards. 
(Source: HCFA.) And states would have to enforce their standards with much 
less Medicaid funding than they receive under current law. 

Both Senate and House Republican Budgets Entirely Repeal Standards for 
Institutions Caring for People with Mental Retardation and Developmental 
Disabilities 

? Both eliminate federal standards, and do not require states to issue standards 
that would assure even the most basic rights, such as protection from abuse and 
neglect, treatment designed to assist the person to achieving the greatest level 
of independence, and the right to adequate health care. States do not currently 
have such standards. 

? Neither plan requires states to maintain their current level of services in 
facilities or in home and community-based care -- for people with mental 
retardation and developmental disabilities. And both plans eliminate the 
guarantee of anything more than custodial care. 

Medicaid Currently Ensures Quality Nursing Home Care and Fundamental 
Protections · 
In 1986, a major report documented widespread substandard or poor care at nursing 
homes in every state. In response to these deplorable conditions, President Reagan 
signed into law federal minimum standards for nursing homes that: protect nursing 
home residents from abuse and neglect; limit the use of physical and chemical 
restraints; prohibit nursing homes from evicting residents when they run out of 
money and 
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qualify for Medicaid; give nursing home residents the right to appeal decisions 
without retribution; and ensure that nursing aides are trained and do not have a 
history of abuse. The 1987 law has dramatically improved the quality of nursing 
home care, but more progress is needed. 

Medicaid Currently Provides Standards for Institutions Caring for the Mentally 
Retarded Prior to the adoption of federal standards, people with mental retardation 
and developmental disabilities were routinely subject to abuse and lacked even 
minimally safe and sanitary living conditions. In response, federal standards were 
adopted in ·the 1970s and strengthened -under President Reagan. The federal 
presence has made a difference -- the federal process on average finds 17% of 
facilities out of compliance with the federal standards. (Source: HCFA.) 
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In 1987, President Reagan siqned a law establishing naw 
protections for Americans residing in nursinq homes. The Omnibus 
Budget Reconciliation Act of 1987 {OBRA '87) rollowed a 1986 raport 
by the National Academy of science's Institute of Medicine (IOM), 
which documented an epidemic of substandard car~ in nursing home 
facilities around the country. The IOM found that more than half 
the nursing homes in nine states had care so poor it jeopardized 
the health and safety of residents. In 27 states, at least one­
third of facilities had such deticiencies. 

Among the issues confronted in OBRA '87 were: 

• Excessive use of physical restraints and psychotropic drugs to 
immobilize residents in their beds. 

• Unsanitary conditions, including excessive bod sores and dirty 
kitchen tacilities. 

• Absence of registered nurses and poorly trained nurses' aides. 

• Physical and verbal intimidation of residents. 

OBRA '87 began a process of nursing home reform that continues 
today. New standards began to be put in place in 1990. Nursinq 
home surveyors were re-trained and new manuals were developed with 
a strong emphasis on the quality of care delivered. In July 1995, 
new enforcement regulations were put into effect, including severe 
penalties for nursing homes that fail to comply with these 
standards. 

Even before enforcement penalties were in place, OBRA_ '87 has 
resulted in dramatic improvements in the quality of nursing home 
care in the U.S. The use of physical restraints and psychotropic 
drugs has been sharply reduced. The number of registered nurses on 
duty in nursing homes has increased as has the level of training 
for nurses• aides. 

But this work is not yet complete. Examples of poor quality 
nursing home care continue to be found. While the IOM found 
substandard care in as many as one in two nursing homes, the Health 
Care Financing Administration now.finds such problems in about one 
in five facilities that are surveyed and only 35 facilities 
nationwide that rail to meet the tough new standards. 

Following a~e some examples of substandard care found by HCFA 
inspectors: 
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Maryland. A nursing home resident was strangled to death because 
the resident wag not properly supervised while wearing a physical 
restraint. 

Florida. A resident was sexually abused by a nurse's aide. Ten 
other residents had multiple bruises and skin tears as a result of 
nursing assistants transferring, lifting, or pulling up the 
residents in bed. 

Indiana. A resident was hospitalized after maggots and larvae were 
found in a foot wound. The nursinq home said it did not have 
enough staff to give baths. 

Texas. A resident was hospitalized after being force fed with a 
syringe and aspirated. 

Maine. Twelve residents developed pressure sores in a facility. 
In 10 of those cases, the sores were found to be avoidable. 

Hawaii. Residents of a home were repeatedly intimidated through 
verbal and physical abuse by the staff. 

south Dakota. Residents were found to be losing weight because of 
an inadequate diet. one resident lost 16 pounds and now weighs 75 
pounds. 

Washinqton. Six residents have shown a marked decline in their 
abilities to walk, transfer, or move in wheelchairs because of an 
excessive use of restraints. 
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EXECUTIVE SUMMARY: 

·President Clinton's Balanced Budget: Health ·Care Reforms 

The President's balanced budget will protect and strengthen ~edicare. and Medicaid. It 
will: 

• Preserve _our coimnitment to the elderly, people with .disabilities, women, chil~n and 
families as we mae Medicare and Medicaid more efficient. 

• Improve Medicare by offeziug new choices of high-quality health plans and delivery 
systemS, and by provicliJ:lg·new preventive benefits and a·new respite care benefit for 
fami1ies coping with Alzbeimer's Disease. 

• Extend the life of the.Medicare Hospital Insurance Trust Fund for at least a·dec.ade 
without imposing any new costs on.Medicare beneficiaries. · 

• Protect the federai ~ of coverage under Medicaid_, while providing new 
:flexil>ility for states to administer tbeir programs within a. targeted groWth rate for · 
spending per beneficiary. . . 

• · Establish strong new protections ~fraud and abuse in the bealth Care system. 

The President's balanced budget also indudes importailt health initiatives that increase 
the availability and aft'ordability of private he8Jtb care coverage for, working Americans. 
SpecifiCally, . it will: . -

• Reform the insurarice system to·ensilre that workers don't lose their insurance if they. 
lose a· job 0r change jobs, ~ the use of pre~ condition exclusions, and 
establish voluntary purchasing cooperatiVes so that small bu$inesses can. obtain more 
·affordable health insurance coverage. · 

• Provide assistance for workers who are temporarily unemployed and need short-tenn / 

. financial supi>ort to help them keep health.insurance coverage. 
. . 

• Make health benefits more affordable ·for individuals who are self-employed by 
increasing the tax deductibility of.health benefits. 

e Simplify the administration of :the health system so that fewer dollars are spent on 
overhead,· and health professionals ~ freed. from unnr.ce:Ssary paperwork~ 
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· . rresernn& and Strengthenin& Medicare 

Medicare pr~vides health care benefits to 37 million elderly Anlericans and individuals·~ 
disabilities. The President's plan maintains the 30-year national commitment to .this pro~ 
am makes ~ more efficient. . . 

The President's balancPJi budget proposal builds on the Administration's 1993 .deficit reduction 
paclcage, which strengthened the Medicare HospitaJ. IDsUrance (Part A) Trust Fund, with 
additional M~care reforms;. "It includes $1~ billion in savings· over the next seven-yea.i's and 
would assure· the tis~ integrity of the ·Trust FUnd through at least the next decade, while 
imposing no new cost increases on~· beneficiaries. 

·•· Continued Exgandeti choice of_PJans Under Medicare: The President's plan tetains 
a strong, traditional Medicare fee-for-service program while increasing choices of 
alternative health plam or delivery systems~· It will: · 

Expand beneficiary choice among health plans and delivery system options that 
·guarantee high qu8lity. care for reasonable costs, -includfug prefeired provider· 
organj1J1tions (PPOs)_, provider networks, arid point-of-~ HMOs; -

· Provide beneficiaries with detailed information· about the provider$ and health 
plan choices. available in their area, ther.eby ·facilitating tbe.enro11ment process;· 

. . . . . 

, . Improve Medicare's methocl_for.paying health plans~ delivery~; · 

Foster better Quality of cire proVide(t by healtli plans; and 
. •: . 

Enba~ choice/portability through Medigap _refor;ms. 

• ' A More C05t-Effertive Medicare J>romgn: The $124 billion in savings lllcluded in 
the President's plan are sound, responsible ieforins that will make the program more 
efficient while providing. sufficient funds tO en5ure beneficiaries· have. access ·to high-
.qualitY health care. · · · 

TJJese changes .will protect_ the Medicare Hospital ~-Part A Ti'ust Fund and 
maintain the Part B premium· at 25 percent of program costs as under current law. The 
~~ . . 

Reduce payments tO hospitals, physiclmis, and other providCrs while CJlSUiing 
that high quality health care pro~ continue to serve Medicare ~:ficiaries; · 
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' ' 

Reform Medicare financing for graduate medical education and training 
proVided by the nation's academic health centers· and ·teaching hospitals; 

Assure that the Medicare Trust Fund ·will be sound for the short-and mid-term, 
' ' 

and place it in a much stronger position to deal with the long-term problem 
. ·When the baby boom generation retires. 

• · An lmpmyeJJ Medicare PtoJraD1: ·The President's plan_improves Medicare program. 
It will: . 

· Invest limited resources to expand cost-effCctive preventive benefits, including 
coverage for mammography, colorectal screening, and preventive injections for 
pneumonia, iritluenza and hepatitis B. 

Establish a respite care bene~ for fammes of victims of .Alzheimer's Disease; 

Redirect medical education funds frmil managed.care payments to medical . 
teaching and lesearcb. institutions, and ~lish a new commission on medical 
education and workforce priorities. · 

COmbating Fraud and Abuse . , 

The Clinton AdriJiDistration stepped up effOrts to CoiDPat fraud and abuse with -remarkable 
results. One key has been Operation Restore Trust ~ a pilot program launched earlier this 
year in New York, Florida, Dlinois, Texas, ml Califomii.. The PreSide:m's plan would take . 
Operation Restore Trust nationwide. · ' · 

. . 
· The President's plan would also give law enfot~· officiaJs subscmrial additional authority 

and resources to investigate, prosecute, and sanCtion those who defraud federal bealth · 
programs; ensure adequate and dependable Sources of funds tQ support program integrity. 
activities; and change reimbursement policies that inadvertently may have conin'buted to abuse 
and fraud. 

Protecting and lmproDng Medicaid 

Medicaid provides acute and long-term heali:h care services.to 36 million-low-income women, 
children, families, older Americans, and pcq>le with disabilities. Nearly half of Medicaid_ 

·recipients are children blit approximately tw~thitds of Medicaid expenditures are for care for 
the elderly and people with disabilities. · 

The President's proposal maintiins the 30-year collaboration with the states to gumntee 
coverage for needed health services while making Medicaid more effective and efficient. It 
would reduce federal Medicaid spending by $59 billion over seven years~ · · 

iii. 



,. 

.. -.. 

Key elements of the President's Medicaid proposal are: 

• 
. . . 

Gnanmtee of Coverap: People now or.scheduled to be covered under current law 
would retain their Federal guarantee of health care coverage_. 

• Cost Eftf£1jveneu: To· limit the growth in federal Medicaid expenditures, a per capita 
limit would be established to COnstram the rate of increase in federal matching · 
paymCnts per beneficiary.. These limits mahttain ·the federal financial commitment to 
states in the event of an economic doWmurn ·that could require states t:<> add 
beneficiaries. Federal ·paymenrs for. disprqportionate shale hospitalS would also be 
tightened and states would have the flexibility to target these payments to a range of 
essential community providers, including federally qualified health centers and rural 
health centers. . .. 

• TTnprecedemed Sfate Flm"bilttr: States would get much greater tlexll>ility to change 
how they deliver and pay for services, so that they can reduce costs, nOt coverage. For 
e~le, states would be authori7.ed to implemeDt managed care plans and provide 
home and community-based Care without federal waivers.· · 

' . . . 

• Quality Protection: ~ federal standards and enforcement for nursing homes and · 
institutions for.people with mental retardation and developmental disabilities would be 
maintained. Quality standards for managed care systems would be updated and 
enhanced. · 

• Fhiaroa1 Protection: Protections aPinst iDJPoverishme.Di for spouses of mirsmg 
home residents would be retained, as ·would the guarantee thatJdedicare premiums and 
cost-Sharing be paid far by Medicaid for ~ow-income beneficiaries. 

, · Lon&-Term <:are '. 

Frail elderly Americans and yc)unger persom with disabilities frequently require. home and 
community-based long-term care to .assist them in carrying OUt the routine activitiC$ of daily 
life. The President's plan would improve access to.such services by establishing a new benefit 
in the Medicare program for family members of beneficiiries with Alzheimer's disease. They · 
would be eligil>le for up to 32 hours of respite cire each year under this new benefit. 

· In addition, the President's plan preserves Medicaid's guaram.ee ,of coverage for Americans 
who need nursing home care, as well as the protection of Federal standards. and· ov~ight of 
quality. AcceSs to home and COIDDllUlity-based care is enhanced by new flexil>iliey the plari 
affords states that wish to provide this alternative to JIUISiDg home care. · 
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Protectin& Workin& Americans 

Today, most working Americans receive their health care insurance coverage through their -
· employer, but the security of that coverage often depends on economic conditions and on 
insurance rules that can exclude coverage for some people. There bas been strong,. bipartisan 
support for taking ·steps to reform the health insurance market to preserve and protect ·tile 
coverage of working Americans. 

The President's plan includes the foll~Wing insurance refomJs arid programs to protect 
workers: . . . 

• Pre-exjstig-Medir.al Conditions: Insurers and group health plans could no longer 
exclude individuals from coverage ~ of prWxisting medical conditions. Insurers 
in the small group market would be required· to sell coverage to small businesses · 
regardle8s of the health status of the workers tbey employ. , 

• Enhanced PnrtahilitY of Coyerge: :Under the President's .plan,· "job lock" would be 
. eliminated by ensuring that workers who change jobs don tt lose their health care . 
coverage~ · 

. ·. , . 

• Ensnrin& Coyerue for Tanporarily UnipsnmJ Workm: Grants would be made 
available to the ~ to provide for a six-month period of private health benefits for 
laid-off workers who lose their covt.rage when they lose their jobs· and receive . 
nnemploymem benefits. 

· • · · Small Busbim Mcjstanc:e: .Grants would be proVidecf io states tO help them ~te · 
voluntary smaJl. group_ insurance purcbasq coop:ratfyes to encomage competition and. · · 
affordability in the small group market, ·Upon state requeSt, the Federal Employees . 
Health Benefits Program could .require its P8;11icipating health plans that serve the small . 
group market tb make tbemselves available through purchasing cooperatives established 
by the state. . . 

• Tax Deciuction for the Self-Employed: Self-eniployed individuals, including farmers, 
would.be allowed to deduct50 percent of·tbe coSt of their lJea}th insurance-premiums 
from their taxable inCome. · · 

The health care system includes a tremeJJdOus amount of red taPe and paperwork that ofteii 
interferes with providing care to patients·. The President remains committed to reducing. these 
burdens. Standards would be adopted- to simplify the use of electronic'bealth information 
transactions. New federal standards would be developed to assure the security and privacy of 
individual medical information contained in electronically conducted health care ·transactions. 
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PRESERVING AND STRENGTHENING MEDICARE 

The President's plan saves $124 billion over seven years, exte11ds the solvency of the Medicare 
Hospital Insurance Trust Fund, and does not impose new costs on beneficiaries. The plan also 
expands health plan choices for beneficiaries, provides new benefits, improves Medicare's health 
plan payment methodology, fosters continuous improvement in ~th plan quality, helps . 
beneficiaries become more ieformed abOut their choices, and levels the playing.field for 
Medicare· managed care plans and Medicare supplemental coverage. 

L EXP ANDING MEDICARE MANAGED CARE OPTIONS 

The President's pl8ri further ex;pands Medicaie managed ·care options by statutorily authOrizing 
the participation of a range of health delivery plan optio~ inclwljng preferred .provider . 
organizations (PPOs ), provider sponsored organizations (PSOs), and other alternative delivery 
systems.that meet strong consumer protection standards. These health delivery plans would 
qualify·for designation as "participating" plans if they met the following criteria: · 

o Benefits. At a minimum, benefits under the plan should be the benefits available under 
fee-for-service Medicare. 

o Duality. Beneficiaries should receive high quality care that increases the likelihood of 
needed and desired ·health outcomes. 

o Access. Beneficiaries should haVe timely acce5s to Sn medically necessary and. 
app~ covered care.· . · 

o Financial Liability. ·Out-of-pocket expenditures under the plan should not. be greater than 
the cost sharing that beneficiaries would experience if they stayed in·fee-for-service . · 
Medicare. This includes provisions to preclude extra balan~ billing. for authoriz¢ plan 
services and to provide the same protectiom .~orded und.Cr Medicare fee-for-service for . 
non-authorized servi.ces. In addition, plan premiums should Iiot vary basecfon health 
status or age • 

. o Financial ·Soundness .. Beneficiaries should be protected from the risk of interruptions to 
their care that could result from the insolvency of a plan or its providers. 

o A,p,peals. Complaints. and Grievances. Beneficiaries should have access to timely and 
fair resolution of any appeals, complaints, or grievances. 
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Infonnation. ·Beneficiaries should have timely access to comprChensive, wideistan.dable 
information about plans, including: basic policies and procedures,. consumer satisfaction, 
and.pl8nperformance, . . . 

Ma+ketinz and Enrollment. Beneficiaries sh~uld not be coerced to enroll in a plan,. 
preVeJtted from enrolling in a plan of their choice due to health status, or encouraged to 
disenroll from .a plan. . 

Accomrtability; Beneficiaries should.be assured that those purchasing services on their 
, behalf will establish, monitor, and enforce beneficiary protectiC>DS. 

n·IMPROVING MEDICARE'S MANAGED CARE'PAYMENT METHODOLOGY 

The:plan phases ,in a series of imProvemems in Medicare payment methods, while testing 
alternatives;· Under the plan, the Administration. would: · 

o ·Reduce extreme regional variation in the capitated payments to plans contracting with 
Medicare and imm.ediately increase rates in rural area$ by:· delipking ~yments to pISns 
from fee-for-service expenditures at the local level; adopting 1l blended payment 
methodology;~ creating_a minimmn ~ent amount. 

o · Maintain linkage and eqUity with the fee-for-service ·program at the national level by 
u¢a:ting payment rates~ on projected growth in per capita Medicate spencfuig •. 

. . 
· o Test new risk adjusters for capitated paymeJrts in order to improve the. accuracy of rates. 

and to reduce the impact of selection,on Medicare payments. , 

o Conduct demonstrations on a competitive pricing methodology, UD,der which Medicare's 
payJnents to plans would be ~ on plan bids. · · · 

. o Create a partial-risk payment altemative. to the current inefficient ~st payment option. 
Under the Partia!-risk payment methodology, plaDs would be paid on a fee~for-seryice . 
basis subject to an annual limit. Plans would share in savings achieved below the limit. . 

Specific savings ~posals are discussed in Section VII under~edicare Managed Care." 
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m. FOSTERING CONTINUOUS IMPROVEMENT IN HEALTH PLAN QUALITY -.- -

The plan ·would enhance quality assurance by building on existing mechanisms and cooperative 
efforts 'With national organimrions. Under the plan, the Administration would: 

o Create partnerships with public and privatC purchasers, consumer groups, and managed 
care plans to foctis on developing population-based outcome measures and encounter data 
systems that could assure quality of care. · 

o Collaborate with national quality assurance organizations to develop plan performance 
indicators relevant to the Medicare population. 

o . Expedite the process for terminating non-compliant plans and expand authority for 
intermediate-sanctions (e.g., freezing new enrollment). 

o Develop a proposed ~gQJation (to be released in ~ugtist 1997) establishing consistent 
standards for quality assurance and performance measurement. These standards, When -
unplemented, woUid replace the "50/SO" nile, Which. requires Medi~ and Medicaid 
membership not to exceed 50 percent of total plan enrollment. As an interim measure, 
. they would give the HHS Secretary authority to waive the "SO/SO" rule in specified· 
circumstances. 

. . -

. o Give plans the option of contracting with an independerit orginintion, approved by the 
HHS Secretary, to cettify that the plan lw met intei:nal quality ISSurance requirements. 

. . ·. . 

IV. BENEFICIARY INFORMATION/LEVEL PLAYING.FIELD 

. . 
. The .plan would develop· information to help Medicare beneficiaries become more informed 
about their choices, and ·ievel the playing field for Medicare managed care planS and Medicare 
$UPPlemental coverage. The plan .would: 

. . 

o Authorize the HliS Secretary' to (1) develop standardized comparative materials for 
beneficiaries about managed care and Medigap plans, and (i) contract out to a third-party 
to provide enrollment and disemollment activities.for Medicare managed care plans. To 
assure adequate funding, all plans ~uld contribute to the costs of these activities.· 

o Work with the National Association of Insurance Commissioners to develop an approach 
.to standardize additional benefits offered by managed care plans and to move to. 
community rating of Medigap j>olicies. 
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Eliminate barriers to beneficiaries enrolling in the managed care or Medigap plan.of their 
choice by: (1) establishing an annual 30-day simultaneous open enrollment period for all 
managed care and Medigap plans; (2) giving newly-entitled benefi~es a special open . 
enrollment period; and (3) allowing beneficiaries leaving managed care to ~11 in 
Medigap ~Jans, without prejudice. · . · 

. Strengthen cmrent ~for managed care enrollees by Protecting enrollees who go 
outsiclC their plans to receive services withoUt plan authorizatj.oa ·. 

V. EXP ANDED BENEFITS 

' . ' 

The plan strengthens the Medicare benefit package by expanding coverage for important 
preventive care, and i~ takes steps ·to en,comage fari:iilies to keep beneficiaries in the community' 
and Simultaneously avoid institutional costs for Medic&re and Medicaid. The new preventive . 
benefits include: annual mammograms for beneficiaries age SO and over; waiver of cost-sharing· 
for mammography; several procedures for the early detection of ci>lorectal ~ f mcluding 
barium enemas); blood glucose monitors and associated supplies.and professional assistance for 

. managing 'diabetes; and increasing Medi~ payments for preventive in~ections. ,_ 

The plan also establishes a new respite care benefit for beneficiaries With Alzbeimer' s disease or 
other irreversible dementia. Under this benefit, .Medieare beneficiaries wi1h· cognitive 
'impairment would be eligi"ble to receive up to 32'hours per year of non-medical care, giving the 
beneficiary's informal care givers (e~g., children, spouse) a break from the constant demapds of 
caring for these beneficiaries. · '· 

VI. STRENGTHENING MEDICARE 

·The President's plan saves $124 billion over seven years (FY 1996-2002)1 and ensures the 
solvency of the Hospital Insurance, or Part A, Trust Fund through at least the next deCade. 

I • • • • 

To achieve these savings, the plan modifies Medicare paymerits in a nuri:iber of wa~. Tb{ plan 
ensures that Medicare acts as a pnuiei1t purchasei- and provides inc:Cntives to hospitals for 
efficiency by constraining updates for hospital operating costs, reimbursing reasonable levels for 
capital costs, reforming medical education payments, refoming add-on paymerits for extremely 
costly (i.e.) outlier) cases, Ind reforming the rules goverriing transfers from a hospital to a post-· 
acute care facility. · · · 

1All savings and cost estimates. for Medicare~ from preliminaty CBO scoring dated February 28, 1996. 
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The plan also changes Medicare physician paymellts by (1) tying allowable volume growth, 
which in tum affects fee increases, to the growth in real gross d0mestic product (GDP) per capita 
(plus an additional factor), and (2) implementing proposals that ~ incentives for physicians 
to deliver·qUality care efficiently. In additi0n, the p_lanreforms payments to home health· . · 
agencies and skilled nmsing f3cilities by establishing interim payment systems in preparation for 
iapid iinplementation of a new prospective paYment system. 

The plan achieves savings froin managed care by tying growth in managed care payments to 
overall Medicare growth per person. It also removes payments for graduate medical education 
and disproportionate share hospitals from the AAPCC and redistn"butes all of the savings to 

. ensure that teaching hospitals caring for Medicare managed care enrollees are compensated 
directly for the cost of training physicians. Finally, the plan maintairu; the Part B premium at 25 
percent of program eosts, reduces PaYtiients for durable medical equipment and ambulatory 
service center services, ensures that Medicare pays for serv1ces only after a beneficiary's primary 
insurance has paid appropriately, red'ilceS the~ buiden.on clinical labs under the 
Clinical Laboratory Amendments Act (CLIA), and employs a wide variety of strong new 
initiatives·to combat fraud and abuse. 

VII. l\IEDICARE SAVINGS PROPOSALS 

Part A - Hospital Insurance Trust Fund 

Medicare ·Part A provides insurance coverage for;~spital, home health, skilled nursing facility ~· 

(SNF), and hospice care. Most 'Americans age 65 or older are entitled lo Part A coverage. This. 
coverage is fuianced prima.Tily lbrough a payroll tax of 2.9 perceDt, paid equally by· the individual 
and employer. RedUctions in Part A expenditures, Combined with reform of the home health 
benefit, will extend the solvency of the Part A Trust Fund tbrougli at least the next decade. 

. . 
Under Medicare, hospitals are paid in one of two ways. Most are paid Under a prospective 
payment system (PPS), under which fixed hospital .payments per admission are established based 
on a patient's diagnosis before seivices are provided. Certain specialty hospitals· (i.e., 
rChabilitation, childrens, long-term c8re, ;an.d psychiatric care hospitals) are paid based -on their 
costs iri a base year. · · 

Hosmtal Prcmosals 

• &educe ·tbe :Market Basket'' P@YJPent UpdarP for liwatieut Hos;pital Services.· Under 
current law, inpatient hospital prospective paymeilt rates me updated ·annually by a 
"market ~et index" that reflects inflation in the Prices of operating an inpatient facility. 
The update has often been reduced in past budget reconciliation actS - in OBRA 1993, it 
was reduced by between 0.5 and 2.5 percentage points in FY 1994-1997. An update of 
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less than the full market basket is given to reflect anticipated productivity gains and 
·provide an incentive for hospitals to inerease efncieney. This proposal w~uld reduce 
the hospital market basket index update for.prospeCtively paid hospitals by 1.S 
percentage.points for each year between FY 19?7 and FY 2002. 'For 1997, ~hospital 
paid under the Pn>spective payment system would receive about a 2.1 percent increase 
rather than about a 3.1 percent increase. (which reflects the cmrmt Jaw reduction of .5 . 
percentage point for that year). The proposal would contiJiue the OBRA 1993 reductions, 
thereby eliminating a-sudden increase in baseline spending that Would occur under -
cUirent law. The Prospective Payment AsSessment Commission ·(ProPAC), created by 
Congress to offer advice on policies.affecting Medicare payniems to hospitals .and other 
facilities, recommends a market basket reduction of 1.5 to .2.0 percen1age pofuts for the -
short term. 

This proposal also would reduce the update bY 1.S percentage points in FY 1997-
2002 for hospitals that are exempt from Medicare's hospital prospectiv~·payment 
system ("Le., psyehiatric, rehabilit&tioa, long-term care, cancer, and childRn's 
hosp~). This proposal also would refOim the metb.Odology f~ paying PPS-exempt 
:facilities. Exempt hospitals would continue to be reimbursed based.on their costs in a 
base year, subject to limits, but the b8se year would be updated to use more reci:nt data. 
Cost limits would be subject to a ceiling of 150 percent of the .nati~ average and a 
floor of70 perceJlt of the national average (specific to each type of facilitf ). Facilities still 
would be eligible for payments above their limits under certain conditions, but incentive 
payments for facilities whose costs are below their tlrgets would be ended -. - -

· ~ Seven-year savings from reducing the hospital market basket ind~ update ate Sl.9. 7 
·billion. Seven.;.year savings from reducing the PPS-exempt hospital market basbt 
index update are $1.1 billion. . 

-., 

-. 
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• Extend QBRA 1990 ReciuctiOns for Homital Cgpi1al Payments. Hospitals .receive . 
payments for their capital-relatecl'costs (e.g., construction, maintenance) based on the 
number of Medicare patients they treat. This proposal would set future hospital 
capital payments.by updating 1995capital1-tes for inflation.· In.effect, this 
proposal perln.anently captures the savings from the OBRA 1990 cap~ provision, 
which limited payments for capital under PPS to 90 percent .of what they would · 
have been under a reasonable cost system. Without this extension, capital payments to 
.hospitals increased about 16 percent in FY 1996. 'This proposil could be comidered an · 
efficiency adjustment to recoup excessive· Medicare capital reimbursement of the late · 
-1980s. In addition, the cmrent base amount reflects overestimated capital costs, arid 
should be· modified to reflect more accurate data. The Office oflnspectar General 

. recommends that capital payments be reduced to prevent overpayment to hospitals. 
. .. 

In addition, ·this proposal y.iould pay 85 percent of capital costs for PPS.exempt hospitals 
and units for FY 1997•2002. 

Seven-year .savings from limiting capital payments to·prospective payment hospitals 
are s~.l billion. Seven-year savings from. limiting capital payments for non- . 
prospective payment hospitals are Sl.4 billion. 

• Reform of Long-tenn Csim Hospital Reimbursement. Hospitals with average stays of 
more than 25 days ·by all patients ·are considered long.;.term care hospitals~ These . 
hospitals are cmrently exempt :froDi the prospective payment system. This proposBI 

. . would make new lo~tenil care hospitals subj~ to the PPS, effective upon · 
.. enactment. PPS has proven to be an effectiVe mechanimi for increasing efficiency and 

controlling easts in o~ inpatient hospitals. · · · 

Seven-year. savings-~ SO. 7 billion. 

• Qraduate Medieal Education CGMQ) Reform. Medicare pays teaching hospitals for a 
share of the direct (i.e., resident Salaries .and fringe benefits, teach.mg coSts, and ' 
institutional overhead) and indirech:osts tbCy incm in providing graduate ·mediCal 
educatioa The indirect costs are reimbursed through the IME adjustmentto the · 
diagnosis re~ groups (DRGs) .. But direct costs are based on Medicare's share of 
hospital-~c, per resident amounts that reflect a hospital's 1984 cost per resident,. 
indexed for increases ~ the level of consumer prices. . 
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This proposal actually contains three individual propo~ including two program 
expansions.2 Most experts agree that the cmrent GME and IME payment methodology is 
flawed. ProPAC analysis suggests that teaching hospitals are·overeompensated, ·· 
especially in terms of the !ME idjustment, and there is general consensus (e.g., Council 
of Graduate Medical Edaication; the Physician Payment Review Commission) that 
· GMFIIME payments encourage hospital-based specialty training at the expense of 
primary care training. This proposal is designed to Slow the growth in Medicare Spending 
on graduate medical education while encouraging more primary care training. · 

Seven-year savings are $7.4 billion. 

• Establish National Commi$on on Medical f4nsnion and Worlcforce Priorities. This 
proposal would estab~h the National Commission on Medical Education and 
Workfcarce PrioritieS ~ the'Department of Health and BWIWl Serrice5. The 
Commission would: (1) develop and recomn:iend p0licies .to address the preservation·of 
academic ·health centers' iesearch and educational capacity and the supply, composition, 

· and support of the future health care workforce; and (2) make recommendations· · 
conceming the most effective aIIOcation of training resources to ensure· that the numbers 

. and competencies of health care professionals are responsive~· national needs. 

There are no· Medicare savings or costi associated with this proposaL . . . 

,· 

. 21'be three pi;0poSals Would: . (1) cap ~e tocal number and ihe ~umber Of DOD-primary care residelicy , . ·. 
positions reimbursed under Medicare at the current level; (2) count work in non-hospital settinp for IME; and (3) 
allow GME payments to. non-hospilals (e.g., Federally Qualified Health Centers) for primary care residents in those 
settings, when a hospital is not paying for the resident's~ in that setting. · 
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• Telernedicine. Telemedicine uses telecommunications technology to provide patients 
with real-time interactive examination and consultation from medical professionals who 
are at a remote site. This proposal would establish a g1-ant prOgram to support the 
development of telemediciae n~orks in nmd areas. 

• Rural Healtb Putreach Grant Pm1PJDL This proposal would ~lish a grant program to 
demonstrate the effectiveness of outreach tO _populations in~ areu that do not · 
normally seek, or have aCc:ess to, health or mental health services~ 

. 
Seve:D-year investment for both.telemedicine and the rural health outreach grant 
program is $0.2 billion. 

. . . ., 
• Medicare Pe.pendent Bos;pitals .. OBRA 1989 established a Medicare Dependent . 

Hospitals classification, which. allowed sinall rmal hospitals with more than 60 percent of 
their utiHzation from Medicare patients to receive higher paymentS based on the method · 
Sole Coinmumty Hospitals.·Thii classification was discontinued as of FY 1995. This 
provmon would once again reinstate the classification and allow Medicare. 
Dependent Hospitals to receive higher payments. 

Seven-year investment is.SO.I billion. 

. . 
• Rural Primary Care Hospitals (BPCli). The RPCH program seeks to preserve rural 

. residents' access to hospital care by allowing certain hospitals tp convert to limited 
. service, short-stay hospitals· and receive reasonable cost reimbursement. The program is 

Cm:rently authorized in only seven states. This proposal would make several 
improvements to the RPCH program, indudinl: extending the program to all states, 
expanding the allowable number of ·beds, mending tlie aJln:able length of stay tmd 
establishing a minimum separation distance between -RPCHs. This proposal also 
would eliminate the Essential Access Commanity Hospital (EACH) designation for 
new hospitals, while: allowing aisting EACHs to continue to be paid on a reasonable 
cost basis. · · 

. Seven-yem: investment is S0.2 b~n. 

Home Healtb Agencies 

• Extend Savings from OBM 1993 Borne Health Cost Limits Freeze. Medicare pays for 
covered home health services on a cost basis, subject to limits that are updated annually . 
. OBRA 1993 eliminated the update for home health cost limits from JUiy l, 1994 to July 
1, 1996. Although this proposal would not extend the freeze, it would permanently 
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extend the savings realind from Setting future home.health limits by not allowing 
for the inflation that o~ daring the freeze. Wrthout new le~~ spending 
would revert ·to pre-:freez.e levels. · 

• Refoan ffome Health Payment Home health services are .one of the :fastest.growing · 
. areas of Medicaie expenditures; and there is widespread consensus that the high rate of · 

growth in home heallth expenditures•jnust be addressed. This propc)Sal combines three 
individual proposalS designed to reform the reimbursement system for home health 
services, imPIQve financial ·manlgement, .and control fraud and abuse: · 

l. Establish a Prospective Paiment System (PPS) for Home Health SerVices - Medicare 
reimburses home bealth agencies on a cost basis, subject to limits.· However, Medicare's 
retrospectiw •burseDient rates often 'contribute to increased expenditures by fai1ing to 

·control volume. Tb.ii proposal would constrain p-owt1i· in ~ditares through · 
lower cost limits over the short nm and implement a per-episode PPS for home 
health in 1999. Budget-neutral rates under~ PPS would be cal~ - first 
reducing, by 15 percent, ~that exist on the last day prior to implementation. 
HCF A is currently 1;1mning a denionstration to test a per~i.Sode home health PPS .. 

. . 

This proposal would take the follo~ interim steps to help reduce ho~e health. 
costs and control volume: 

.. Beginning October~' 1996; reduce 'the c:arrent cost limits from 112 percent of· 
the.mean to JOS. percent of the.mema.. 

Beginning Odober 1, 1996, implement an additio:iial limit, based upon 
aggregate per beneficiary costs in a bas~ year. -Payment would be the. lesser of:. 
(1) the actual costs (defined as Medicare allO~le.costs paid o~ a reasonable cost · 
basis); (2) the per visit cOst limits; or (3) a new ~.;:specific per beneficiary 
amnual limit calcul8ted from 1994 reaSonable costs. Effectiw Janumy 1, 1997, or 
as soon as feasJ."ble;-~ agency-specific per beneficiary limit would .be modified to 
provide for regional or Dational: variations in 1JtiHDrion by calculating the limit . 
through a bleDd of 75 percent of the agency-specific cost or utilinrion in 1994 
with 25 percent of the national or regional cost or uti1i:zation in .1994. 

. . 
Home health .agencies .. (HHAs) with costs or ntili:zation experience less than 125 
percent of the mean national or regional aggregate Pei- beneficiaiy cost .or · 
uriHmi~ experience for 1994, and with year-end costs.belo~ the agency-specific 
per beneficiarY limit, would share SO·perCc:nt of the savings for FYs 1997-1999. 
The shared savings, however, could not exceed S percent of an agency's aggregate 
Medicare reasonable cost in_a year. The interim reimbursement me.chanism 
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• Reduce Indirect Medical Education CJMID Adiustment to 6 percent· Througp the IME 
adjustment, Medicare reco~ the higher indirect costs that teaching hospitals incur in 
nmn1ng a teaching·program (e.g., additional tests and procedures that residents may order 

· as part of their training). ·Currently, the IME adjustment is based on a teaching hospital's 
ratio of intems and residents to beds (IRB), 'With payments increasing by about 7. 7 . 
percent for each 10 percent increase in·a hospital's IRB. ProPAC analysis suggests that 
the current IME adjustment overcompensates·hospitals. Itrecommends initi'11Y reducirig 
the adjUstmcnt to 7 percent and, in the future, further. reducing it to a level that 
corresponds more closely with the actual telationship between teaching intensity and . 
costs. Health Care Financing Administration (HCF A) data also suggest that a· lower IME 
.adjustment .would more accurately reflect what teaching hospitals actually experience. 
This proposal would reduce the IME adjustment to 6.5 percent in FY 1997, 6.3 
percent in FY 1998, and 6 "rcent in FY 1999 and thereafter. 

Seven-year savings iare $6.3 billiori. 

• Refine Outlier Payment MetbQdoloc. Currently, hospitals are eligiole for additional 
payments, called o~er· payments, when they seive long-term.patients or those who 
require exceptionally costly care. When the outlier amount is paid, teaching and 
· disproportionate Share (DSH) hospitals also receive addition'1 IME and DSH payments 
added to the outlier payments. This pro~ 1VOald eHmin~te increased IME and 
DSH payments that are attributable to the outlier payments, but would allow · 
hospitals to count IME and DSB as part of costs that trigger outlier payments, 
effective FY 1997. Consequently, t~cl>ing aDd DSH boSpitals would receive a greater 
portion of outlier payments. ProPAC-supports thiS change as being~ with the 
intent of the PPS. 

Seven-year savings_ are $3.2 billion. 

• Redefine Hou>ital 'Transfer." Cmrmtly, hospitals that move ~cnts to PPS-exempt 
facilities and SNFs "discbatge" the Patient and receive a fuli DRG paymerit. This policy. 
overpays ho$pitals and contribUtes to higher post-acilte eXpenditme growth rates, because 
these sites end-up caring for m:ore acutely ill patients. Under this proposal, movin_g_a 
patient from a PPS hospital to a non-PPS hospital or SNF would be considered a 
hospital ~er" rather thaD a discharge.· Reimbanement for each transfer 
reimbursements would be made OD a per .diem b~ subject to a cap equivalent to 
the DRG payment. · · 

Seven-year savings are-SS billion. 
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• 

• . Exwnd "Centers of Excellence" Demonstration .. Currently, HCF A is conducting a 
demonstration that pays 1 o facili1ies, CODSidf:red "ceniers of excellenee," a :flat fee to 
provide cataract or coronary artery bypass graft (CABG) surgery. The facilities were 
selected on the basis of their outstanding experience, outcomes, and effi.~cy in 
penomllng these procedures. This proposal would expand ·centers of excellence 
demonstratioils to all urban areas by allowing Medicare to pay select facilities-a 
single i:Bte for all services aslociated with. CABG 1urgery or other heart procedures, 
kn~ surgery, hip smgery, and other procedures that the HHS Secretary determii:tes 
appropriate. This approach gives hospitals incentives to provide high quality care more 
efficiently. ·Beneficiaries would oot ~ require4 to receive services at ~ese centers~ 

Seven-year saVings are S0.2 billion. 

• ·soJe·Comm.mtltY Hos:pitals CSCID. SCHs are the sole source of inpatient Services 
. . . . . ' 

reasonably· ayailable in a'geogrlphic area. Payments for SCH services are currently based 
on FY 1982 or FY 1987 costs (updated annually) 0r a standard federal amount This 
proposal would base SCH_paymen~ on FY 19-92 and 1993 costs, although SCHs 
could still be paid based on updated 1982 or 1987 costs or .the federal rate if it would 
yield higher payments. 

. Seven-year investment is S0.3 billion. 

. -

· • Rural Referral Centers. ThC_Rural Referral~ designation is a special classific&tion · 
· for large_ rmal hospitals t:bB:t provide a large amount of speclaljn:cf .hospital services. This 

pr0posal would allow hospitals desip•ted asraral_referral centers as of FY 1994 to 
eontinue to be treated as rural referral ceiiteri. This proposal also would increase · 
the wage adjustment for :raral referral centers whose wages are between 100 percent . 
and 108 percent of the average wage in their 8rea. · · 

Seven-year investment ii SO.I billion. 
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would be in effect until a fuUper-episode home health PPS is·~plemented µi · 
1999. 

2. EJiminate Periodic Interim Payments (PIP) for HHAs- PIP was established to help 
· simplify cash flow for new home health providers by paying them a set amount on a bi- . 

weekly basis. Then, at the end of the year, PIP is reconciled with actual expenditmes. 
But, with about 100 new HHAs joining Medicare msh·month, access to home health care .· 
is no longer a ~blem, and new providers no longer need PIP to encourage them to 
participate. in Medicare. Further, the Office of Inspector Generll·has found~ Medicare 
tends to oveg>ay pi'ovideis who teeeive PIP, and has a hard time recovering the.money.· 
This proposal would eliminate PIP for home health agencies simultaneous with ·pps 
implementation. · 

. . 

·. 3 .. Base Payments on Location of Service Delivery - HHAs are.often eStablished with a · 
· home office in an urban.area an.cl branches in rurll areas. When HHAs bill Medicare, 

payment is baseci.on the ·higher wage rate far the urbml area, even though the service 
delivery occurred in a rural area.· Under-this proposal, payments would be based on 
the location where the services are raukred, not where the services are billed, 
begimimg January 1, 1997. · 

Total seven-year sa~ from home health reforms are $9.1 billion. 

• Shift Financing Of a Part of the Home Health BeDefit to ·Part B. This proposal divides 
the financing of the Memc.re home health benefit between Part A and Part B -
Without manging general coverage and ~Dity ralel "Or imposing any "beneficiary 
cost sharing. Under this proposal, effective in FY 1997,the firSt 100 visits following.a 
three-day hospital stay would be JehDbutsecl ·l!Pder. Part A.· All other visits, ·including . : 
those not following J:iospitaUnricm; would be reUiibursed under P~ B. (Part B visits ' 
would not~ subject to the Part.B coiJisurance or deductl"ble; this shift also would not 
impact the Part B preinium.) For thoSe beneficiaries who are elipl>le for ()D}y Part A. or 
Part B, the beriefit would be financed completely-~ l]le part for which' they are.eligible. 
This pioposal also would clarify cmrent policy.On the definitions of "in~ and 
"pan-time or intermittent" skilled nursing and home health aide services. By creating a· 
post-hospital home health beiiefit under Part A, this proposal would recognize that Part A 
covers only acute care services. It all~ws Part B to finanC:e the loiiger-tCrm, ind more 
expensive, portion of home health services. And by restructuring the home· health benefit 
so that Part B bears more of the costs, this proposal would extend the solvency of the Part 
A Trust Fund. . 

Medicare spending shifted frottl Part A to Part B over seven years is $62.1 billion. 
. . . 
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Skilled Nursing Facilities 

• Extend Savings from OBRA 1993 SNF Cost Limits Freeze. Payments for SNF routine 
.· services are made on a reasonable cost basis, subject to ~ SNF cost limits that are -
ui>dated annually. OBRA 1993 elinimated the update for FY 1994 aml FY 1995. 
Beginning in FY 1997 ~ SNF routine paymc:nts ·would ilot reflect the effeds of the fteez.e. 
Although this proposal would not mend the freeze, it would permanentlY extend 
the savings realized from setting future limits by not allowmgfor the inflation that 

-occurred during the freeze. . · · 

• Refonn tbe SNF Reimbursement System. W'rtbin Medicare, the SNF prograui is one of 
the fastest growing benefits, With both increased volume and costs driving the overall · 
increase in SNF expenditures. SNFs provide' daily skilled nursing care to Medicare 

.. beneficiaries for conditions related to a prior hospitaUzation. Medicare Ieimburses ·SNFs 
on a oost·basis, subject to certain~- Fm SNFs, limits are applied-only to the routine 
·services (i.e., room and board, nurSin& administration, and other overhead); ancillary 

. (e.g., drugs,.physical therapy, speech therapy) and capital-related costS are not subject to 
-any limits. Medicare's cmrent retrospective Ieimbursementrates contribute to· rising . 
expenditures by providing incentive$ to inCie8Se Costs. · . · 

This proposal would make the follo1'ing changes in SNF reimbursement: 

• -&tablish an interim prospective rate for routine costs, begbinmg in FY 1997. · · 
These rates woUicl be basecl on facility-specific costi, subject to regional -

· limits. The iegional limits wo~d be based on data from fieestanding SNFs only. _ 
-Freestanding SNFs tend to have lower costs than hospital-based SNFs. SNFs -
would be rCimbursed under this system until a full SNF_PPS .is implemented in 
FY 1998.--

... E1imjna~ new proVider exemp.ti~DS and D~ exceptions to the cost limits; 
beginning in FY 1997. Currently,~ Medicare SNF providers are exmted. 
:tnJm the Co$t _limits for three to f~m yems. These exemptions allow SNFs to be -
reimbursed ~inflated costs far~ years. : An exception cmrently is provided 
for SNFs that provide atypical care (e.g., sub-acute ca:re) or are forced to opeiate 
under extraO~ circumstances (e.g., earthquakes, hmricanes). In the case of 
·exceptio~ an upward adjustment to the ~st limit is determined. Exceptions·_ 
effectively allow SNFs to fully bill Medicare for more costly sub-acute care 
services, which Medicare ~ursement would not oom.pletely cover. SNFs that 
had exceptions in the base year would be proteCted under a bold bmmlesS 
provision, .because the limit plus_the exception amount would bC included in·tbe 
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base year cost. The HHS Secretary may also make future adjustments, based on 
case mix, to the ~utine payment rateS. · 

Eitablish limits on ancillary services. Ancillary services would be subject to 
limits based on amounts payable for similar services on a fee-for-service basiS 
under Part B. 

Require consolidated billing, beginningin FY 1~7.· lbe HHS Office of 
Inspecto,r General and others have reported that some Part B suppliers bill 
_Mediaire for supplies that were never delivered to nuriing home residents. 
This proposal would require SNF.s to bill Medicare for all services its . 
residents receive (except the services of physicians, certified nune midwives, · 
psychologists, h~ice services, and nurse anesthetists), prohibiting paymen~ 
to any entity other than the SNF for services or supplies famished to· · 
Medicare-covered inpatientL. SNFs also· would be required to include BCFA 
Common Procedure· Codes on their Part B biDs. This proposal will .reduce 
double billip.g for some 5upplies and servi~ and reduce beneficiary. Part B 
copayments for services covered under Part A. It alsO will provide data necessary 
to coDstruct a SNF PPS rate that covers incruary· services. ·_('Ibis proposal is · 
discussed in the "Eliminating Waste;, Fraud, and Abuse" sectio~) 

·Establish a fall SNF PPS, beginning in FY 1998. The prospective rate wotild 
be designed to coVer all three (Le., routine, anciJJary, and capital-related) SNF 
costs. Budget-neutral rates under the new system woul~ be calculaied after first 
reducing, by 7 percent,·· rates that exist on the last day ofFY· 1997. 

.I' 
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• Establish Thempy Guideline$.· As part of.their SNF care, Medicare beneficiaries are .. 
eligible for Occ:Upational (OT), physical (PI), speech, and respiratozy therapies. While 
some SNFs employ their own therapists, many use contractors to Provide these services. 
In the latter ~~ either the SNF or the contractors ean bill Medicare .. Medicare spending 
.on therapy services has risen significantly over the last. several yearS, and Med:lcare has · 
established salary equivalency guidelines for.PI' and respiratory therapy. These . 
guidelines determine the maxinn= Medic&re payment for this service. However, simHar 
guidelinerS have not been developed for OT and speech-language pathology. In a March 
1995 .General Accounting office (GAO) report, GAO found that Medicare needs tigh~ 
rules to curtail oyerchmges for nursing ho~e therapy and~ that HCF A set 
limits to ensure that Medicare does not pay more for therapy Services than other health . 
care purchasers. This proposahvould apply salary equivaleney .guidelines for OT.and 
speech language therapy and· update the eDsting PT and respiratory therapy 
guidelines, e&'ective Qctober 1, 1996. · 

Total seven-year ~·from SNF refoz:mg are SS.3 billion. (Note: Some savings_ · 
from the consolidated billing and therapy guidelines provisions are attributable to.Part B.) 

' . . . 

Medicare Managed Care · 

• Reform Medicate Manged Care. While managed care appem. to.have reduced privllte 
health care costs, studie5 indicate that it does not reduce Medicare costs, .due to a flawed 

·. payment methodology and fa,vorable selecti9IL Under cment law, Medicare is required 
'to pay HMOs a capitated rate equal to 9.S .~of fee.for-service costs. 

This proposal Qicludes several policies to. improve the current payment 
methodolOgy •. It would: 

~ .· Reduce carrent geographic variations in managed are payment rates. This 
proposal would raise payment levels for certain counti~· enc:Ouraging HMOs to 
enter new markets and provide more beneficiaries with a choice of plans .. It also· 
would limit paymCnts for counties whose rates·bave been inflated by high service 
utilization in the f~for-Service sectOr. 

• Tie managed care. payment growth to overall Medicare expenditure grori 
per person. This growth rate allows for a fair and reasQnable increase in 

. managed care payments. · · 

.. Elhninite the GME, IME and DSB pvments included in HMO rates; 
redlstn"bute these funds to teaching hospitals and managed care plaus with 
teaching programs. These payments would be, distributed directly to academic 
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medical centers, and to.HMbs that nm their owri residency programs (i.e., ·ineur 
most of the costs of an approved resictency program).· 

· .. Conduct a competitive pricing demonstration to test a market-based 
alternative payment methodology. Under the demonstration, rates to ill HMOs 
in an area would be estab~ using a competitive pricing methodology. It is 
part of a long-range strategy to improve the payment methodology for managed 
care products. .. 

Seven-year savings from revising the Medicare managed care payment methodology 
are S23-: 7 billion. (Note:. Some savings from this provision are attn'butable to Part B.) 

, .. 

Part B - S~pplementary Medical lnsUrance Trust Faild 

Medi~ Part B provides insurance coverage for physician semces, hospital o~ent· services 
(including diagnostic testing and ambulatory surgery), clinical labOratOry servj~, dUrable 
medical equipment- ( e.g, wheelchairs, oX)'gen sCrYices, medical suppijes ), and other medical 
. services. Payments· for physician fees, clinical laboratory serviCes, and durable medical· 
equipment are based.on fee schedules .. Payments far other services reasonable costs or 
rea.Sonable charges. The program provides for annuai Updates ofbasecl on payment amounts to 

. reflect inflation and other factors. 

Part B coverage~ voluntary; almost all of those who are eligi'ble for Part~ coverage choose to 
. buy Part B coverage. Part B.is fbuma:d through (1) beneficiaries' monthly prenliums which will 
,. continue to cover 25 percent of program coSt:s Under the Administration's propOsal, and (2) 
· general Federal rev:enue. · 

Phvsicians 

. -
• Establish Single Conversion Factor and Reform Method for llpdatina Physician Fees. 

Each year, the fees paid to docto~ who serve Medic&re beneficiaries.are updated t0 
accotmt for medical inflation. In.addition, the. uPciate· is adjusted according to a formula 
tbat.compates actual spending QD physicians' services to a spending "standard" · . ' 
established each year according to &·coniplex statutory formula. For pmposes of updating 
fees, Medicare divides doctors'. services into three categories: surgical services, primary 
care, and all other services (e.g., diagnostic tests). Because of different growth rates and 
spendirig standards; the three categories have received different Updates each year since 
1992, when a major payment reform was implemented. 
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Between 1992 and 19~5, ~ baSic payments increased as follows: 29. 7 percent for 
surgical services, 19.6 percent for primacy care services; aiid 13.8 percent for medical 
services. The Physician Payment Review Commission .(PPRC) has stated repeatedly that 
these different rates of increase ·are inconsistent with the basiC. principle of physiciaD . 
payment refomi - i.e., physician fees should vary only according to the relative amount 
of resources used .to provide· services. · · 

This proposal would implement several PPRC recommendations to improve the 
· physician payment system. First, a smite conversion faCtor would go into effect in 
1997 (the conVersion 18ctors far 1996 will be at the levels established by the.HHS 
Secietary under current law). Second, the· single conversion fBctor for 1997 will be based 
on the 1996 conversion factor for primacy care senices ($35.42), 1ipdated for 1991 based 
on performanee relative to the overall Medicare Volume Performance Standards (MVPS) 
for FY1995. Third, to set spending groWth targets be&inning with FY' 1996, the MVPS ·· 

. would be replaced with a sustainable growth rate based on growth m real GDP per Capita 
plus one .percentage point (rather than historical volume and .intensity gipwth). This . ' 
policy would affect updates to. the single conversion Dctor beginning in 1998. Fou?tb., an · · 
. upper 1inlit on fee increases of 3 percentage points above medical iDflation would be set. 
And fifth, the lower limit on fee increases w0uld.be increased from ~. percentage points to . 
8.25 Percentage points. · · · · 

Seven-year savings are 513.5 bmioD. 

• Make Single Payment for Summ. ·Under cemilii condition!, Medicare Win make an 
extra payment for each physician or ~ther practitioner who assists the primacy surgeon 
during an Opeiation. . ThesC "assistBnts-&t-surgery" are paid a percentage of die fee paid 'to 
the primary surgeon. BotJi the Rand· GmJ>otation and the ·PPRC have reported that there 

· is substantial geographic van.non·~ the use of assistants for the same. surgic81 prOcedure. 
This evidence sugge$ a lack of medical ·consensus OD~ use of assistants, which-.. 
suggests that, in some cases, the use of an assistant-at-surgery may not meet the criteria 
for riledical necessity. -

This proposal would make the same payment to.primary sargeons, reprdless· of 
whether they use an assistant-at-surgery for whom Medicare m•ke.c a ieparate 
payment. In effeet, Medicare's payment to the primary surgeon would be reduced by the 
amount of the payment for the SJJigeoD'S assistant-at-sufgeiy .. The HHS Sectetary would 
specify exCeptions for specific procedures or special situations.· . 

Seven-year savings ·are S0.6 billion. · 
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• Extend OBRA 1993 Reciuction in.J>mnerits for Physician Overhf!d Ex;penses.· 
Medicare's fee schedule payment for each physician service is made up of three parts: 
payment for the physician's work, payment for overhead costs or "pr&ctice expCnses" 
(e;g., office rent, employee wages), and payment for malpractice insunm~ costs .. On 
average, about 41 percent of each payment is ·for overhead costs. Unlike the.paymelit for 
the physician's wotk, which is based on an estimate of the actual resources involved in 
providµig a service, practice expense payments are based on historical charges. In some · 
cases, this distorts the fee schedule, because the resulting practice expense payment is 
in.appropriately large relative to ~ work payment. 

~ 1993, Congress coDsi~ legislation to implement a permanent, resource-based 
payment _system far practice expenses. To address the existing payment distortion and 
begin the tranSition t0 the .new system, OBRA 1993 reduced practice eXpensC .payments 
for certain services. For services meeting certain conditions, the excess practice expense 
payinent is.red~ by'25 perCem oftbe di1ference iii 1994, 1995, and 1996, subject to a 
limit on the total reduction. Because it intended to have a permanent solution to the 
payment distortions in place by 1997, CongreSs limited the cut to three years (through 
1996). However, legislation mandating the permanent solution was not passed until late 
1994, delAying the new payment system until 1998. This proposal would extend the 
OBRA 1993 practice expense payment cat for one more year (Le., through 19~7) . 

·and reduce the limit:on the reduction from 128 percent to 115 percent of the· · · 
. physician work payment. 

·Seven-year savings are SO. 7 billion. 

• Creaie Incentiyes to Contn)t Hi&h-YoJume.InPntient Physician ·sefvices .. Urban Institute 
research haS found wide ~On among.hOspitals in·tbe volume ·of physiCian services 
per admission, even after adjusting for case severity,·teacbing hospital status, and 
disproportionate-share status.· Given a limited consensus on clinical practice guidelines 
and regional differences in practice styles, some amount of variation in volume and 
intensity is inevitable. But this variation in the volume of physician services suggests 

.· there is room fc>r efficiency improvemmts. ·This proposal would create incentives to 
encourage physicians with bipovolume inpatient practice styles to beeome more· · 
efficient. · · · · · , 

This proposal would limit payments to. groups of physicians practicing in hospitals 
whose volume and intensity of services per admission _exceeded 120 percent of the 
national median for urban hospitals (125 pereent in 1999 and 2000) and 140 percent 
for rural hospitals. For each physician practicing in hospitals above those limits, 15 
percent of each .payment wowd be_ \\i.tbheld during the year. If the ph;Ysicians collaborate 
in order to efficiently manage the volume and intensity of the services they provide 
during the year, the phy5icians would receive the withheld payments, plus in- at the 
end of the year. The policy would not ·be implemented until 1999, to give physicians 
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time to organize themselves to control volume. and intensity while niaintaining the 
deµvecy of high-quality care~ 

Seven-year savings are Sl.3 billion. . 

• Direct Pavment to Physician Mristants· Nurse Practitioners. and Clinical Nurse 
S;peciaJists in Home and AinbulatorY Care Settings.· Medicare currently pays f~·services 
provided by. physician assistants, nurse practitioners and clinical nme specialists - but 
only in limited settings (primarily JUrBl areas and nursing facilities). This proposal 
would expand coverage·to include home and ambulatory care settings in which a . 
separate facility or provider fee is not clulrged. Further, these providers would have 
the option of billing Medi~ directly for· covered services (as opposed w receiving the · 
payments through their employer). 

Seven-year biVestment is _$0.7 billion. 

Hospital Outpatient Dewtmenls COPI>s) 

• Exterui QBRA 1993 Reduction in Payments to oiiipatient Dtprtmenis Made on a 
"Reasonable Cost" Bms. Although.there are several payment methOdologiC$ for services 
delivered in the hospital outpatient· setting, ·some outpatient department seivices are still 
made on a reasonable cost basis .. OBRA 1990 reduced payment for these ~ces by 5.8 • . 
percent for FY 1991-1995. OBR:A 1993 extended this teducti9n thIOugh FY 1998. Iil 
. bo~ ~ Sole community hospitals and rural primary cme hospitals ale exempt from 
·this reduction. ·This _proposal ~ould permanently extend the 5.8 percent red~ction. 

·• Extenci QBRA l 99l ReductioP in P~ to Ogptient ·DeJ>artments for Capital Costs. 
Hospital outpatient departments receive paymc:nts for~ capital-related costs {e.g., 
construction, maintennce}based. on the number ofM~care patimu they treat. OBRA 
1990 reduced payments for outpatient department capital c:Osts by 10 percent for FY 
1992-1995. OBRA 1993 extended this reduction through FY 1998. In both cases, sole 
community hospitals and rural primary care hospitalS are ~pt from this reduction. 
This proposal would permanently mend the 10 percent reduction. 

• Correct tbe :Fonnula-Driven Ovem@.yment." Cmrent.law Rquires Medieare to use a 
' ·flawed fomlula to calculate ~ems for most ambulatory surgeries, radiology 
· ··procedures, and diagiioStic services·perfon:i:ied in hospital outpatient departments: For 

these services; Medicare's payments are not reduced by t1ie full amount ofbc:neficiaty 
coinsurance. Thus, the Medicare payment is higher than it should be, and hospitals have. 
an incentive to inCrease charges, .which also increases costs tO beDdiciaries. This · 
proposal would correct this so-called "formula-driven overpayment" by allowing 
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Medicare to fully ~educt beneficiary coiilsurance payments received by the hospital 
· before the pro~ makes its payments. . 

Seven-year savings from the three OPD proposals are $15.0 billion. 

• ·· F.stablish a Prospective Payment System for Outpatiem De;partment Services. Medi~'s 
current outpatient payment m~logies do not create incentives for providers to 
operate-efficiently, aDd allow beBeficimy coinsurance to grow as a percentage· of total 
outpatient paymentS. This proposal would implement a PPS for outpatient · 
department services, starting in 2002. The new PPS would be designed to limit . 
growth in.Medicare outpatient expenditures by providing incentives for providers to , 
operate efficiently, and gradually ·reduce.beneficiary coinsurance as a percentage of · 

. total outpatient payments. · · 

.· This proposal would be implemented in a budget-neutral manner. 

Medicare Managed Care 

• Reform Memcare Mana&ed Care Piments. See discussion on page -16. · 

Other Providm 

• Fiem Dmable Medical Payments and Reduce CAYgen Pgyments. Durable medical 
equipment covered by Medicare inclu&=s items m>gfog fi:om electric heat J>a4s and 
wheelchairs.to oxygen equipment and-h.(>spital beds.· Medicare a1So covers ~cial limbs 

. and other prosthetic and orthotic devices.. Medicare's fees for these items are based on fee 
schedules that are updated _annuaJJy by the consumer price index for mban consumers 
(CPI-U). Durable medical equipment is one of the fastest growing areas of Medicare 

. spending; CBO's most recent projections (Decembei 1995) show Medicate ·spending for 
these medical items growing by over 13 percent per year from 1996-2002. This 
proposal would treeze updates for durable medical equipment, and ortl;lotics, and 
pi-Osthetics from1997-2002. It would 8Jso reduce overpriCecl payments for oxygen 
and oxygen equipment-by 10 percent beginning in 1'97 •. 

Seven-year savings are S2.3 billi~n. 

• Reduce Updates for AD1hulatmy Surgical Center Fees ThmUBh 2002. Medicare pay$ for 
~l?ulatory surgical center. (ASC) services ori the basis of prospectively det.emllned rates. 
These rates are updated annU.ally for inflation using the CPI-U. OBRA 1993 eliminated 
updates for ASCs for FY 1994andFY1995. Utilization of ASC services has escalated 
rapidly since the mid~1980s. In addition, the number of ASC facilities has increased 

21 



··dramatically over the same period, suggesting tbat·Medicme's payment rates are ~ore 
than adequate to caver facility costs. hi 1984, ·there were ~55 AsCs p8rticipating in 
Medicare; by 1993, over 1,600 ASCs were participating. 
This proposal would reduce the annual CPI. update for ASC fees by 2 percentage 
points for each year betWeeli FY 1997.and 2002. · · 

Seven-year savings are S0.8 billion. 

• Expand Centers of Excellence· See deScription on.page 10. 

• Extend Part B Premium at 25 imcent ofPrOgram Co$. Premiums for 1991-1995 under 
the Supplementary Medical Insurance (SMI) program are ~ed in the Medicare law. 
OBRA 1993 set the Part B premium at 25 percent of SMI program costS for1996-1998. 
Beginning in 1999, the.percea.tage increase-in the premium will be. limitecf to the $ocial 
Security cost of liWig adjustment (COLA). This provision would permanently set Part 
B premiums at 25 percent of SMl program costs. The monthly premium in calendar 

·year 2002 under this pr0posal would be $67.50 (preliminary CBO ~) .. 

Seven-year savings (net ofinterac:tiom with Part.B program savings) are $6.9 
billion. · 

·Preventive Senices Benefit Expansions (all in Part B) 

• Waive Cosi-Sbarine for Mmmoemphy Seryices. Altbotigh Medicare;s coverage of· 
marnmograpbY services began in.1~1,· only 14 percent of eligi"ble beneficiaries without· 
Supplemental insurance received mammograms during the fu$t two years of the benefit 
One facto:r; is the required 20 percent eoinsurance •. T-0 remove financial bmic:rs to women 
Seeking preventive mammo~ this proposal Waives the Medicare c0insll1"8Dce and . 

·the de4udible, effective J~ury 1, 1998. 

. . 
• Cover Annual Sqeenipg M!imnomms for Beneficiaries A&e 50 and Over. OBRA 1990 

niandated coverage ofbimmual screening mammography for Medicare beneficiaries over 
age 65. This proposal would cover annual "screening mammograins for beneficiaries ' 
age SO and over, without coinsurance or a de_ductible, effective January 1, 1998 •. 

Seven-year ~veStm.ent for both mammography ben:dits is $4.8 billion. 
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• !d2ver Colorectal Screening. Effective January 1, 1998, this proposal would cover 
four common -preventive screening procedures- barium enema, colonoscopy, 
sigmoidoscopy, fecal-occult bl~ test - for detection of colo~ cancers. CUIIent 
law provides for these procedures only as·diagnoStic servi~.. · 

Seven-year investment is ~0.8 billion. 

• Increase Paymen~ to Providers for Preyentive lvJections~ Effective January 1,· ·1998, 
this proposal would increase the payment for administration of Medicare-covered 
pmentive ·injections, "which include pneumonia, influenza, and hepatitis ~ vaccmes. .. 
It is expectec;l that enhanced payment will increase ntilintion of these vital preVemive 
services. The proposall. would Waive the Part B deducti"ble and coinsurance for all of these 
injections. 

Seven-year investment is $05 billion. 

• Establish Diabetes Self-Managemem Benefit. Effective January 1, 1998, this ·proposal 
would provide Medicare coverage of diabetes 011tpatient-self-management training 
services·rendered by a certified provider in an outpatient setting. The proposal 
would also allow Medicare to cover blood-glucose monitors and associated testing strips 
as durable medical equipi:nem_for both Type Il am Type I diabetics. 

. . 
Seven-year investment is $05 billioia. 

• Establish Respite Benefit. This proposal 1_vould establisb a Medicare respite· benefit 
for bendiciaries with Alzh,imer's disease or otller irreversible dementia, ·b~nning_ 
in FY 2002. The benefit would ~ver up to 32 hours of care per year and would be 
administered through -home health agencies or other entities, as det~rm.ined by the 
HHS Secre~.· The-benefit would apply to hom~bas~ ,ervices as well. ._ · 

Seven-year investment is _Sl.1-biliion. 

Medicare Parts A and B (propos8Js that affect outlays from both_ tlie HI and SMI Trust Funds) 

Medicare as Secondary Payer CMSp) . 

Some Medicare beneficiaries have health coverage through mi employer group health plan, 
workers' compensation, or automobile and liability instirance. In these cases, Medicare pays 
after a beneficiary's' primary insurer, Subject to certain restrictions and condi~ons .. 

~ 
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• Extend Medicare as Secondary fayer CMSP) Provisions from OBRA.1993. Under 
current law, Medicare is a secondary payer under specified circumstances when 

. beneficiaries are covered by other third-party payers. · Medicare is secondary payer to 
workers' compensati~ automobile, medical, no-fault, and liability insurance. To 
identify.pruimypayerS, OBRA 1993 extended, through FY 1998, the data match among 
HCF A, the Social Security Administration (SSA), and the Intema1 IUm:lilie Service 
(IRS). In additioD, OBRA ·1993 extended, tbrol,lgb. FY 1998, an OBRA 1990 provision 
making Medicare the Secondary payor for ESRD beneficiaries who me enrolled in 
employer group health plmls ·for 18 months after 1hey beCome eligi"ble for M,edicare 
benefits. Finally/OBRA 1993 also extended, through.FY 1998, an OBRA 1990 
provision making Medicaie the secondary payOt for disabled benefi~es With· 
employer-based health insUnmce. ·This proposal :would permanently extend these 
three MSP .. provisions. . . . 

Seven-year avings (Part A and B combined) are 55.6 billion.· 

• 'Esta.hlish BettetCoon1ination of Insurance Coverge .. This proposal would reqliire a 
beneficiary's other·insurance plan. tO tell Medicare when that beneficiary is covered., 
Curreiltly, Medicare has problems getting this information, resulting in billion!· of dollars . 
m Medicare paymen1S.made on behalf of beneficiaries .whose private insurance· should 
have covered the serrice. · · · 

• ··Clarify Medicare Secondaty fayer A11thorltt. The Supreme Court recently invalidated . 
long-standjng Medicare rules on MSP, limiting Medicare's ability to make collections in 
certain situations. ThiS proposal would ~·Medicare's .authority. 

• . EUmin&e Fpnd and.Abuse. This proPosaJ (described in the f~Dowing sec&n entitled 
"Combating Fraud ·and Abasei .would eliminate fraud and abase in the Medicare 
by: pi'oviding Medicare with modem adminisf:r'ative toOls to detect fraud, ensuring 
that individuals and entities who defraud Medicare are pRali7.ed or banned from 

· the program; preventing participation by bidfyiduals and entities seeking to defraud 
·the program; and by maintaining necessary resources for eliminating fraud. and 
waste in Medicate. · · · · 

· Seven-year savings from the three proposals (Part A and B ~mbined) 8re $3.4 
billion. ·· 

• Physician Self-Referral Prolnoitions. Medicare law prolu"bits physicians from making 
referrals to medical facilities in which they have a financial interest. This "self-referral"· 
ban covers certain "designated health service$" (e.g., laboratory tests, MRI procedures) 
that are specified in the law. Some general exceptions to the ban are provided in cmrent 
· 1aw. This proposal would expand the current exceptions to include services that are 
furnished in a "shared facility" (defined in the legislation), in ambulatory surgical 
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centers, and by hospice programs. The proposal also clarifies the requirements for 
permissible compensation arrangements. 

Seven-year cost is S0.3 billio~ 

Note: B~use of rounding,.savings estimates for individual proposals may not equal the 
toial savings. · 
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COMBATING FRAUD AND ABUSE 

This President's plan combats fraud and abus~ in the Medicare program by~· (1) ensuring that 
Medicare has the necessary resources to prevent and to eliminate fraud and abuse, (2) providing 

· Medidare with modern administr~ toofs to tktect fraud, and (3) .ensuring that individuals and 
.entities who defraud Medicare are penalized, or even banned from the·prQgram, and that 
individuals and entities seeking to defraud the-program are ·not ¢/owed to participate. 

I~ EXP AND OPERATION RESTORE TRUST . . 

The initial phase of Operation Restore Trust, wbicli was limited to five states (New Yark, 
Florida, Illinois, TeXas and California), has l>roven that a concentrated and co~ve effort 

. amo~ law enfoicement and program policy. agencies can rev~ the growing trenclof Medicare 
fraud and abuse. The plan ''Would expand OperatiOn. RestOre TruSt nationwide. The cost of these 
efforts will be offset by even greater savings to the Medicare Trust Funds. 

Furthermore, the Presiqent's plan to attack fraud and abuse would:· 

o · Establish a Fraud and Abuse Control Program to coordinate HHS and Department of 
Justice anti-fraud activities. The program would be funded through mandatory general 
·fund and Medicare Trust FUnd appropriatic>ns. · · -

o Establish the Medicire Integrity System program (previously named the Benefit Quality · 
Assurance Program) to provide~ stable md.·~ source of fimding "for ~edicare . 
payment safeguards activities and~ that ~laims are paid properly. 

I . . 

o Establish mechanisms for tracking savings that result from Medic;are payment safeguards 
and anti-fraud mid abuse activities. · · 

· IL UTILIZE MODERN TOOLS TO FIGHT FRAUD AND ABUSE 

. The plan would: 

o Allow Medicare to contract· competitively with private entities that want to perform 
administrative activities. · 
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m. ESTABLISH PROVIDER QUALIFICATIONS AND PENALTIES 

The plan wouid ~aden HHS' authority to eliminate fraud and abuse and provide new tools to 
ensure stringent enforcement by: . · 

o Establishing new conditions to exclude from Medicare individuals and entities 
with a history of.abuse. · 

• 
o · Authorizing Medicare to ~ Soc:ial Security, tax identification, and employer 

identification·numbels .from entities wishing to bill Medieare. These added requirements 
would help the program administnitors determine if employers or other individuals have a 
history of defrauding Medicare. · 

o Creating a national data base with names of those who have a history of health ~ fraud, 
to facilitate coordination among various organintions at the state and Federal levels. 

o Extending current ~vil monetazy penalty authority. 

o Extending the Medicare/Medicaid Anti-kickback Statute. 

Seven-year savings from our efforts to combat fraud and abuse are $3.4 billion. 
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PROTECTING AND 'IMPROVING M.EJ>IC~ 

· The President's Medicaid plan saves $59 billion in Federal expendiluru over seven years. The 
plan has three. componerl:is: unprecedented. new flexibility for states to administer the program, 
.a per capita cap, and reduced and re-targeted disproportionate sht(rre hospital (DSH) spending. 
Under a per capita cap, the federal guarantee of coverage would be retained. and spending per 

·beneficiary would be federally matchedup to a set level. I'he cap would be set using spending 
per beneficiary .in. a base year, increased by an fJ1lllllQ] growth limit.. The plan also would re-. 
target, and limit the size of, DSH paymelltS. · · 

L STATE FLEXIBILITY PROVISIONS: 

~e President's p~ would give states substmrtjal)y increased flexibility in managing their 
Medicaid programs. . 

. A. Provider Payment 

The plan would: 

o · Repeal the Boren Amendment 

o Repeal other special federal paymeiit requirements. .Federal requirementS related to 
payment for obstetrical and pediatric services would be repealed. Federal requirements 
that most FQHCslRHCs be· paid basecf on costs also would be repealed (starting in ·FY 
t9m · · 

o Repeal the requirement that forces States to pay for private insurance when it is cost­
effective·. The plan -would give States the option of purchasing groUp insurance and 
negotiating their own paYm.ent rate.. · · 
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B~ Delivery Systems 

The plan would: 

o . No longer i'equiJe States to seek and be granted a federal waiver to establish managed 
cate delivery systems .(e.g., primary care case managem~ HMqs)~ States woul~ 
continue to offer Medicaid emolleesa choice of plan or delivery system, but they would 
·not be required to do so in rural areas. Choice of providers within plans would be . 

- maintained in rural areas. Special provisions would be made for including Indian health 
providers and Native Americans in managed care systems. 

o Modify managed care requirements by repealing (1) the upper payment limit for managed 
care contracts and (2) federal prior approval of HMO contracts over $100,000. States 
would be allowed to offer- managed care in one part of the state without making available 
in all parts of the state. the plan also would eXtenc1 the state option for a six-moD.th lock-· 

· in~~ extension of eliglDility to all managed care enrollees. 

o · Modify-managed Care quality-of-care requirements by repealing both the·requirement that·, 
25 percent of every plan's enrollees be non-Medicaid and the inde]>endent external 
review requirement, while idding a provision requiring states to.develop a quality·. 
improvement strategy, consistent with federal ~to _ensure that managed caie 
providers maintain reasonable access and quality-health care. · · 

o Allow States to provide home and community-based services at state option, without 
federai waivers. . · . · · · 

o Allow States to establiSh pro~ enabling non-profit organizations to receive capitated 
payments for providing comprebeoSive acute and long-term care services to frail elderly 
who are eligi"ble for institutional care. · 

C. Administration 

.The plan would: 

0 "Repeal special mjnimmn qualification standards for certain physiciims who serve 
pregnant womeli and children. 
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0 Repeal federally~mand~ administrative: requirements. Instead, the plan w~uld give 
·authority to e$blisb similar requirements for: 

Personnel (e.g., merit personnel st8ndards, training of sub-profesSional staff); and 

Cooperative aireementrequirrments. 

. . . . 
o Re-engineer MediCaid Management Infonnation System (MMIS) ·requirements to retain 

the rCquired use of standardir.ed claims formats and standardiz.ed HCF A reporting 
requii:ements. 

o Repeal the duplicative annual teSident reViewfor people with mental illness or mental 
retaidation in nursin'g homes Under Pre-Admission Screening and Annual Resident 
Review (PASARR). 

o Allow nurse-aide traiDing to be· conducted in certain rural nursing homes that are 
· currently not allo~ to conduct nurse-aide training.. . ./ . · ·. 

D. Eligibility Expansion.$ and Simplification 

The plan would: 

o Enable. states to expuid or simplify eligioility for individuals up to 150 Percent of the 
federal poverty level through a simplified and expedited procedure .. The plaD would 
c0ntinue to llinit federal matching by the aggregate limit, which would be based on 
current law eligi1fility and be constminCd to~ lower of the aggiegate cap for cmrent 
eligi"bles or projected state spendmg below the cap. . · · · 

. "· . . . 
o Allow States to.modify the eligibility levels mider which they provide coverage for 

optionally-eligibl~ groups of pregnant woinen and childien, so long as they continue to 
meet the minimum mandatmy federal eligi"bility requirements. 

/ 
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Il. FEDERAL OVERSIGHT PROVISIONS 

A. Eligibility 

The plan would: 

. . 
o . Retain current:mandatory and optional ~ligibility groups, including welfare and SSI caSh 

and non-Cash groups, poverty 1~1 children and piegD8Dt women, ~ed "medically 
. needy" (individuals that qualify for Medicaid by sPeruling much of~ ~eon high 
· medical expenditures), qualified Medieare beneficiaries, and specified low-income · 

Medicaie beneficiaries. 

o Retain current piotection against~ impoverishment. 

B. Serviees 

The plaii would: 

o Retain the requirement that states continue to offer all Medicaid.mandatory services. 

C. Payment 

The p~ would: 

o Allow States io impose noniinal copayments OD HMO enrollees. The plan would 
continue all other current law .restrictions OD copayments. . 

o Retairi requirement for federal m~hing mid DSH payment requirements fr:om the 1987 -
and 1991 laws, and per.hospital limits included in OBRA.93. The plan would also retain 
the prohibition on using so-called "provider taxes and donations" as state spending in 
order to· get Federal matching-payments. 

D. Administration 

The plan would: 

o Ex:pan~ the Medicaid Eligi"bility Quality Control sample size to a level necessary to 
ensure statistically Valid findings. The number of beneficiaries used to calculate the cap 
would be adjusted if the eligi"bility error rate exceeded the cmrent law standard of three 
percent of total eligibles. 'Error rates would be determined for each of the four groups . 
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0 Refine cmreni reporting requirenients to develop an enforcement mechanism for the per 
capita cap. 

E. Quality 

The plan would: 

o Retain quality.:Of-care provisions, suCh as OBRA 87 nursing home reform provisions and · .. 
the regul8tion of intennediate care facilities for people with mental retardatiOn, as well as 
uncapped fonding for the. state surVey ·and certifiCation activiti~ and peer revi~ 
organization (PRO) utilization-review provisions. 

o . Continue •beneficiary protection requirements and administrative provisions that require 
states to-ensure quality of care: 

. . 
· Use a single state agello/ to administer or supervise the administration· of the plan; 

Provide reasonable opportunities for all citimls to.appeal and obtain a bearing on 
St;ate actions; · 

Submit proj:>osed program changes for public review and comm~· ' 

Make post~onal records.publicly available (e.g., policy guidelines, 
correspondence, court filings); 

. . 
Consult with ~edical expeits and.establish procedmes regardiDg medical 
app1op1 iateness and standards· of care paid for, under Medicaid; 

Safeguard information about recipients .. 

'O Conduct a study to investigate the relationship among qu1llity, access and provider · 
· . payments to address the need for ·adequate access to Medi?id. 

0 

o Retain current fraud and abuse provisions and uncajJped funding for the State fraud 
control units~ · · 
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o Change reqUirements related to State contracts with health plans: . 

States must develop. an overall quality improvement strategy, including p~ · 
standards, monitoring strategies, and data anal~; 

States may require plans to report certain information from the plan's patient data; 

Health plans must demonstrate.the capacity to deliver in co~ services. for 
all populations; and 

Health plans must maintain an· intemaJ quality assurance program and.grievance 
process. 

F. Current Demonstration Waivers 

The plan would subject all States to the per capita limits, including those with statewide 
demonstration progran:is. lbe same per capita growth, _rates would apply to all states. . 

. o , Enrollment BIR: The plan would permit states that have implemeDied drmonstratiOD: 
programs tO choose between two approaches for iDamtaining their.eligi"bility expansion: · 
(1) including demonstration. eligibles in thCir enrollment base for calctilating their 
aggregate limit, 0r (2) calculanng their aggregate limit off ofcurient law eligibles; and 
expanding enrollment in a budget-~ manner within this cap . 

• 
. . 

o Interaction Eth DSli Changes: The p~ would llOt redefine DSH expenditures that had 
been re-directed to Capitation paymellts~ - · 

m. PER CAPITA GRO\VTB LIMITS POLICY 

A "per capita eap" policy limits· federal spending without risking the l<>SS of health coverage ... It 
sets, for each state,a federal spending "cap" per beneficiary, which adapts aUtomatically to the 
size and type of each state~s Medicaid beneficiary population. . · 

Under the "President's plan, the cap would llinit per beneficiary spending. gro~ to a specified 
index. If a state's actual spending·exceeded the cap;tbe fedefal govemment'would match only · 

. up to the cap, using the current federal medical assistance percentage (FMAP) for the State. . . . 

The cap would be coupled with enhanced flexibility~ enabling.each state to use individual 
strategies to control Medicaid costs. 
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A. Calculation of the Cap 

·Under the plan, ·the cap would be the product of three components: 

o total state and federal spendingperbeneficiary_(ammalimi) in 1995, the base year; 

o an index (for years between the· base year and the current year); 

o the number of beneficiaries (annnaJi'lfd) in the current year~ . _ 

.. 
To allow for a change in tlie mix of Medici.id beneficiaries overtime, the plan would calculate . 
the cap by using the specific spending per beneficiary and number of beneficiaries in four' · 
subgroups: the aged, individuals with disabilities, non-disabled adults, and non-disabled children. 
Once· the cap is calculated; it would ·be multiplied by the FMAP to calculate the maximum 
federal spending in each-state .. 

The per capiia cap would become effective in FY 1997. 

B. Spending 

The plan would: 

o , Exclude from the cap, payments for DSH, state fraud ~l units, survey and 
certification, and Medicare premiums and cost-sharing. Also excluded from :the cap are 
payments to th~ IDdian Health Service and o.ther b>dian health providers and the V~ines , 
for Children Program. · · . . . 

o Include most administrative costs in .the base.year calculatiOn. ·. · 

o Adjust the base year for disallo'WBDCeS and prior period adj~ents. 

o Make Section 1i15 demonstrations subject to the per capita limits. States would continue 
to be a?le·to expand ind simplifyeligi"bility in a budget-neutral manDer. . . 

C. Beneficiaries· 

The plan would: 

o Make all beneficiaries, except qualified Medicare beneficiaries and any new groups .. 
covered under state eligi1»Uty expansions, subject to the cap. 
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D. Index 

The plan would: 

o · Index growth. in spending per beneficiary using an ~on-based index - a five-year 
rolling average of historical growth in nominal GDP per capita- adjusted with a pliis or 
minus factor .to meet budgetary.targets~ Using CBO's December1995 baseline~ 
assumptions, the groWth index would be slightly~ The same index would be 
used for each ~ligi1illity category and state. · · 

IV. ENFORCEMENT 

The plan would: 

o Enforce the cap on an aggregate state level, based Qn the sum of' subgroup caps for each 
of the beneficiary enrollment categories. This allows states to invest saviiigs from one 
group to offset the costs of another. . · · 

o Modify the current reporting tequirements to imp~ement the per capita cap. 

· Dmggregate, by beneficiaey ~uP, spending projections for upcoming quarters .. 
. . 

~.expenditure~ to include enrollment data and to lefetence 
~and beneficiary.categories. The plan would require states to submit 
monthly beneficiary data on a quarterly basis •. ·This data would be used td 
detenniiJ.e final aggregate spending limits for states. All categories would be 
. comparable to the categories used in the c8p calculation. · -· 

· Continue and expand audits of the financial data on the ~clitUre reports to . 
examine spending by beneficiary group~ The phui would subject enrollment .· · 
information to a !e\'iew based primarily on a trend/outlier analysis. 

o Continue the current System for rec0nciling actual and allowed Spending and adjust 
· quarterly grants to reflect updated information as it becomes available. The final· 
reconciliation would occtir after. the aCtua1 data from the full fiscal year were reported. 

. .. 
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- . 
The plan would use a quarterly gram process similar to that used to announce DSH 
allotments. HCF A would use a specified set of information submitted by _S~ and its 
own review to set preHminary and final illotments .for states. HCF A would publish these 
allotmerits in the Federal Register, anchhey.would be used to adjust quarterly grant 
awards. 

V. REDUCING AND RETARGETING MEDICAID DISPROPORTIONATE SHARE . . : . . . . 

HOSPITAL PAYMENTS - · 

The Presideil~'s plan would teduce anchetarget the amount of Federal Medicaid Disproportionate 
Share Hospital (DSH) paymc:ms made by-states to hospit8ls serving large low-income and 

- uninsured populations. _ - -

o Reducing payments -

Beginning in FY 1997, the plan would phase out States' Federal DSH payments by FY 
2000, and phase in a ·new, optional DSH program by FY 2000. This-transition would 
occur in 25 percent increments and result i:D approximately $39 billion in savings by FY 
2002.3 

o S. allotments 

Tnlnsition: Between FY 1997 8nd FY 1999, each State's ~otment, or limit on Federal 
-matching payments, would be the sum of the phased-out ctilTent payments mid phased-in 
new allotment In FY 1997, tbiS amount would be equal to 75 percent of the FY 1995 . 
F~ DSH payments to the state, plus 25 percent of the FY 2000 state:·allotment In 
FY 1998, the amount woUld.be equal t0 50 percent of the FY 1995 Federal DSH 
payments to the state, plus 50 perCent of the FY 2000 st.ate allotment. ADd in FY 1999,­
the amount would be eqUal to 25. pen:ent-of the FY 1995 Fe&:ral DSH payments and -75 
percent of the FY 2000 state allotment. By FY 2000, the allotments would be based 
solely on the allotment fonnula of the new DSH program. . - -

3 All savings are staff estimates using CBO December. 1995 baseline. 
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New Program: In FY 2000 and subsequent years, state allotments would be ·based on 
each state's share·oflow-income patient days for a core set of providers. A "low-inC<?me 

. patient day" would be defiDed as either an inpatient. day or a day.with one or more , 
oU1patient visits for uninsured and Medicaid patient$. These days would be S1.Jll]Jned for t! 
core set of providers in each state. Each state~ s allotment would be deterinll,led by 
multiplying the total Federal limit in the year by the state's days divided by the nation's 
days. Federal fimding for this new program would be limited to ss~o billion in FY 2000, 
$4.S billion in FY 2001, and $4.0 billion for sllbseqlient fiscal years. 

o Program Design: 

' . 

Transition Period: .. Befo~ FY 2000, the plan would continue cmrent laws regarding 
DSH (with the exception of the allotment structure). New program rules would begin on 
October 1, 1999. . 

•. 

Optional Proga:am: The DSH prognmi would be optional, beginning in FY 2000. 
States choosing to participate could do so tbroUghout the current state plan amendment 
process 8nd would have an additional requireinent to produce in annUal report describing 
which providers in their state received funds and how ~uch they received. 

. ' . 

Eligible Providen: A ~core provider" would be (1) a hospital .whose low-income 
uriHmon rate exCeeds 25 percent and (2) children's hospitals whose low-income 
utilization rate excCeds 25 percent or whose Medicaid inpatient utilization rate exceeds 20 
percent ·or is one standard deviation. above the. 1ne111 receiving Medicaid pa~ in the 
state. The plan also would ·give States the option of designating other hospitals that serve 
a diSproportionate number oflow-income patients with special Deeds. ' 

·· Proyider Payments: The plan wolild require States with DSH program to pay eore 
providers and giVe them the option of paying·additio~ providers that meet the core 
provider standard. The plan would retain limits on maximum payments to facilities ,md 
rules about payment proportionality. 

o. AnnUarState mJ2QJI: The plan would require States to subinit 8n annual report to the 
IIliS Secretary and make it available to the general public. The report would include: . . ~ . . . 

. a list of DSH providers Ind ·their uncompensated care amoUnt; 

the amount of DSH payments. to each provider; 

an explanation of how state payments (including payments based on · 
uncompensated care and undocumented persons pools) related to the state plan; 
and . 
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. . . 

a demonstration of how the allocation affected uncompensated ~-

o Transition Pools. 

The plan would designate three capped pools of Federal funds for ~ents to specific 
states and providers to help them transition to the new Medicaid program. · 

1. Undocumented. Periolis Pool 

The plan would aeate this temporary pool for states with high numbers of 
uDdocumented persons to help pay for emergency health services. State matching 
payments would not be required. The pool would be funded at S700 million per 

. year for fiscal years 1997 tbrOugh 2001. 

The 15 states with the highest number of undocumented persons, according to 
Immigration.and Naturalization Sei'vice data (Octobei'.1992), would be eligible. 
Each state woiild receive an allotment from the pool, acc0rding to·its Share of the 
total number of Undoc:wziented persons iB the 15 states. 

2.~ Pool for Federally-Qualified Health Centers & Ruftl Health qinics 

The plan_ would Cieate a pool for sUpplemental payi:nents limited to $500 million 
annually· to federally-qualified health centers (FQHCs) and nmil h"8lth clinics · 

. (RHCs) •. ·. 

3~ Transition Pool 

The p~ would Create a pool for payments to states to asSist in tliC·transition to 
the new Medicaid progra.n Federal funding am9unts of $3.l billion in ~cal 
years 1997 and 1998 aDd $2.5 billion in fiscal years 1999 and 2000 \vould be. 
authoriz.ed.. · 
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VI.. COMMISSION ON FEDERAL AND STATE EQUITY IN MEDICAID 

ne plan would establish a two-year commisSion to study the need for, and 
meth~ for, changing federal MediCaid matching payn:ients to the states to better 
reflect the differing effects of demographics, health care 1irilization, and economic 
variation. The commission would be exj>ected to examine differential growth in. 
the population }?elow poverty, as well as for those eligi"ble for Medicaid within 
states ~ across states. The commission· would also investigate trends in health 
1rtiHmion mid spending witbhi states and~ diffen:nt population groups. 
Finally, the commimon would examine differences due to economic factors such 
as wages, per capita income, state tax capacity, and state tax efforts. 

The commission would be composed of 18 Diembers - six would be appointed by 
the President, six appointed by the President pro tempore of the ~eiiate, and six 
appointed by the Speaker of the House. These appointees would include 
representatives of state governments, beneficiaries, and the gener&l public. The . 
·commission would submit recommendations and repOrt on its W<>rk to. the 
SeCietary of Heaith and. Human Services and the Congress two years after itS first 
meeting. . . 

. . 

. . 
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. PROTECTING .WORKING AMERICANS: . 

-INSURANCE REFORMS 

The P'residerit 's plan contains insurance reforms to maa health covJage mare accessible, · . 
portable, and affordable. The plan would restrict pre-existing condition exclusions; require 
·insurers to·~, r~ and.. ultimately, ·rate group coverage without regard to health stf:!1US; 
andprohibit·insurers.from imposing lifetillie benefit inarimums, or caps, on benefits for specific 
conditions. Jn addition, the plan would provide financial assistance to states to help promote the 
establishmenJ of health insurance purchasing cooperatives. . . 

. . 
L ACCESS AND COVERAGE PROTECTION: Measures to improve worldng 
Americans' ability to obtain and mamtain coverage. ' . . 

A. Group Market 

The plan .would: 

o Define the "small group" market as 1-50 employees (i.e., Self-employed iiidividuals and · 
sole .proprietors would be covered) and limit the use of health status in setting small 
group premium rates. 

o Limit pre-existing condltian exclusions to 12 months, and ensme that they are imposed 
only for conditions diagnoSed or treated within the six mOJ;ltbS prior to health plan 
enrollinent. This proposal would apply to plans of~ Siz.es. · · 

0 Reduce, by one month f9f each morith "of coverage a new enrollee had UDdera prior plan, 
the period of exclusion for pre-existing ~ons. This proposal would apply to all 
plans. . . . 

. 0 Require insurers to renew coverage to employer grolips, regardless. of any group 
member's health status. · 

o Require insurers to make coverage available to all eli'11>le-groups, regardless of any · 
. group member's health status (generally referred to as "guaranteed issue•). · 

.o Require insurers to proVide an open enrc>llment period of at least 30 days for new 
employees. 
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o Prohibit insurers from individually rating new enrollees in an existing group health plan 
(i.e., new emollee premiums must be the same as.other enrollees with simHar 
demographic chatacteristics). · Althoµgh this proposal would apply to plans of all sizes, it 

' wowd primarily benefit small b~ses. -

o Prohibit inSureis and self-insuredeniployerplans from imposing {l) caps on benefits·for .. 
specific diseases or medical conditions (e.g., AIDS) and (2) lifetime maximtims on total. 

· benefit payments. This proposal would apply to· all plans. 

The plan would: 

o hquire insurers in the indivjdual market to offer coverage to persons who: (1) had 
health insurance over the previous 12·montbs; (2) lost the coverage under certain 
circumstances (e.g., loss of C:m.pl~yment,. death of a spouse, divorce, change of residence), 
and (3) applied for individual coverage within 6o days of losing their ~ous coverage. 

- nie plan also wOuld require insureis to offer coverage at the average price for 
someone with the. same. characteristics and 'Without pre-eXisting conditi0J1 exclusions .. 

o Limit the ability of insurers to impose pre-existing conditions. 

. . 
o Require insurers to renew coverage for all individual policyholders at the same rate as · 

people with si'?;1ar demographic cl1aracteristics, witho\it regard to health statu5. 
. . 

. ' . 
Il. AFFORDABn..tzy:_ Measures to niake coverage more affordable for the self-employed . 

. and to limit variations in small group premiumS. . 

The plan would: 

o Increase _giadually, to 50 perec:nt, the tax deduction for self-employed individuals. 

o Limit premium variations far small businesse$ by phasing out; over a four-year period, 
the use of clainis experience, duration of coverage, and health status in c1etennining rates. 
Other :factors, ·Sw:h as age and ~y composition, could be used in rating, but they 
would have to be actuarially justifiable. · 
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m. ENCOURAGE COMPETitlON: Measures to res~cture the market to p~omote · 
competition among insurers based oli efficiency and service. 

The p~ would: 

o Provide grants to States to establish purcbasjng coops. Certain conditions would be 
imposed·( e.g., not beari.Dgap.y insurance risk; being geographically based; offering 
multiple plans; etc.). The assistance would total S2S million the first y~. 

. . 

o Permit the Fedeml Empioyees Health Benefit Program (FEHBP) to require its local 
ci>mmercial cmriers to participate in purchasing cooperatives at state request 

IV. ENFORCEMENT OF INSURANCE REFORMS . . . . 

The plan would: 

o Codify refoJ;ms into Federal law. 

0 Ensure that states enforCe requiIC14ents that affect~ carriers, and require states to 
submit an enforcement plaD to the HHS Secretary. · 

o · Enforce, _through the Labor Secretary, requirements afieCting self-insured plans. Plans 
.that fail to comply would be subject to civil penalties under the Employee Retinm~ · 
Inc0me Security .ACt of 1974 (ERISJ\). · 

42 

. I 



. . 

ENSURINGCOVERAGEFORTEMPORARILYUNEMPLOYEµ 
.· FAMILIES. 

·Building on the iwance reform provisions, 'the President 'splan woUld establish a 
demonstration program to mah funds available/or states to finance up to six months of 
. coverage for unemployed workers.and theirfamuies. The program would be available. to 
unemployment recipi~ wit~ incomes below a certain threshold. who had employer-based· 
coverage in their priur jobs. The plan would give states substantial flexibility to administer. the 
demonstration program.. A Presidential Commission would study and provide recommendations 
as to whether the-program sJwuld be made permanent. 

L FEDERALFUNDING·FORSTATES 

The President's plan would: 

o Provide arinual grants uDder a four year demonstmtion program to .participating states. 
HHS would operate a program in a state that chooses not to 'participate. . 

.n~ ELIGmlLtrY FOR COVERAGE; 

o Recipients would be rCquired to have made an unemployment insurance claim and to be 
in active statuS. 

0 Coverage would not exceed six months. 
i .. 

. . 

o Individuals would have to have· bad health insmance coverage through their last employer 
for at least the six previous mOlitbs (mcluding plans where th~ employee paid the full 

·cost). 

o A full subsidy would be provided up to 100 perceiLt of the poverty· level.for family , 
.income and phased <>Ut at 240 percent of the poverty level 

o . · An employed sp<>use could not have health insurance coverage or, if covered, the 
employer could contn"bute no more than 50 percent of the premium. 

o The individual/family .could not be eligi'ble for Medicaid or Medicare. 

o Individuals would be eligible based on their place of residence. 
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o No reduction could .. be made in.the duration oi' amount of unemployment benefits as the 
result of an individual participating in the health· care coverage program. 

m. BENEFITS 

o States would have :flenl>ility in how to use funds to assure· access to anhlsurance product: 

COBRA coverage from their prior employer; 
·. ' 

an insurmice product in the private market (with the genenl standard being a product · 
equivalent to the Blue Cross/Blue Shield standard option plan); · 
alternative means of coverage (e.g., state high risk pools, Medicaid buy-in,· special 
plan for 1be temporarily unemployed). · · 

o States would have the option of extending eligibility periods or providing a more 
generQUS package using state fimds. 

o Any reduction in either the dmatiop. or extent of health coverage benefits would have to 
be approved by the HHS Seaetary. 

IV. ADMINISTRATION 

.. 
A Presidential Commimon would study and provide recommendations as to .whether the 
program should be made permanent · · · · 

0 

.. 

'· . 
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ADMINISTRATIVE SIMPLIFICATION AND SECURITY OF HEALTH 
. . 

INFORMATION 

Under the President's plan. the HHS Secretary .would be required to adopt standards from 
among those alreQdy approved by private standards developing organizations for certain 
electronic health transactions, including: claims, enrollment, -eligibility, payment, and 
coordination of benefits. These standards must address the security and privacy of health 
information on the elecironic network. The plan would require health plans to use the apP!oved 
standar~ if requested by a povider or other Malth plan. . The plan would not allow private . 

. health_ plans to require providers to change their current procedures. 

L GENERAL REQUIREMENTS TO PROMOTE DEVELOPMENT OF AN 
ELECTRONIC HEALTH INFORMATION NETWORK 

·The pl8n would require the HHS Secretary to adopt~ developed by a private standards 
developing organizatiOn, or standards in eommon use, for electronic health infonnation · 
transactions. The HHS Secretmy also would have to establish standards fol-' the security and 
privacy of electronic tnmsmisSion and storage of health infm:mation. 

.· 
Under the President's pl.aD, health plans (Le~ any public or private entity which provides or pays 
·for the cost of health benefits) could conduct the specified electronic transactions using such 
standards, and must use such standards if requested to do ·so by a pro\rider, employer, or another 
plan. . . . . 

o Health plans could meet this requirmlerit either directly or through a "health infonnatioJJ. 
network service" - an entity that processes nonstandard data elements of health 
information into standard data elements. The HHS Sectetaty could establish criteria for 
vobmtary certificatio,:i of "health information network' Services;" sUch certi:fication-would 
indicate that the entity meets the requirements established under the Presi~'s.plan. . 

o The HHS Seaetary coUld develop standards only if the adoption or modification of 
existing standards were~-· ' • 

o The HHS Secretaeyiwould be required to adopt such standards·witbin .18 months of 
enactment Health plans could be required to use the standards 24 months after the HHS · 
Secretary adopts them (36 ID:<>nths for small ·plans). . 

0 The plan would not limit any public health authority or reporting requkements. 
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o The pJ.an would not require the disclo~ of health information or expand access to 
health information.-· · 

. 
Il. STANDAIU>S.FOR INFORMATION TRANSACTIONS AND DATA ELEMENTS 

. . 
Under the. plan, the ·HHS Secretary must adopt st8nciards for electronic transactions and data· 
elements relating to financial.and administrative matters, specifically: 

o Claims or equivalent encounter information, claiD;as ~ and claims ~chments; 

o · Enrollment and disemollment; 

. 0 Eligibility,. 

.o Health care payment and remittance advice; 

o Premium payments; 

o First report of injury; aDd 

o Referral certification and authorization. · 

The HHS Secretary could~ standards for other tinanclaI 'a administrative transactions. But 
the standards shall not require disclosure of trade secrets or confidential colDDiercial information. 

The HHS ·secretary would also be iequired to: 

0 Adopt standards for providing unique identifiers for indiViduals, employers, plans, and 
providers for use in the health care ·system. 

o · Sel~ code sets for.appropriate data elements. 

o Specify procedures for the electronic tnmsmimon and authentiattion of sign&tures; these . 
will pieempt state laws (such as "quill pen" laws that require paper records) and satisfy 
Federal and state requirements ·for written signatures. 

o Develop rules and procedmes for determining a health plan's fmanclal liability. when 
benefits are payable under two or.more plans (coordination of benefits). 
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o ·Recommend to Congress (no earlier than two years and not• than six years after. 
enactment) a plan for implementing unifomi data. and electronic ei:change ~ for 
patient medical record infmmatian. . . · 

m STANDARDS FORSEcuRITY.AND PRIVACY OF HEALTH INFORMATION 

The.HHS Secretary's security standards vio~d: · 

o Require reasonable and appropriate adminiStrative, technical, and physical safeguards to· 
protect and ensure the integrity and confidentiality·of the informati_on. · · 

··-
o Take into aecouni the technical capabilities of existing systems, implementation costs, the 

needs of small and rur8I health care providers, the need for training, the value of audit 
trails, and the needs of law c:nforceaient agencies to investigate health care fraud and 
abuse. · · 

The HHS Secretazy's privacy standards would address: 

o ·The rights of an indi,vidual who is the SUbject of sUcb ~~n; 
.. 

o · The procedtires to be established for the ~ of such rights;· 

-· 
o , The authoriz.ed uses and disclosures of such infolmation; 

0 Adequate security practices; and 

o Reasonable access for law eofoicement agencies to ~health care fraud and 
abuse. · · · 

IV. PENALTIES 
..... 

General: J.Jnder the plan, people who do not comply could face a civil penalty of not more.than 
SI 000 per violation, with an amiual limit of $250;000. The HHS Secretary would be able to 
waive or reduce penalties and could_not impose penalties if the failme to comply .were due to 
reasonable cause and was~ · · · 

·, 
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Penalties for Wrongful DiSclosme: A person who uses a unique identifier for an-1manthorlzed 
purpose, or ~btains or discloses individuaUy identifiable health-infoimation in violation of~ 
privacy standards in the plan, could be fiDeQ no more than $50,000, ind imprisoned no more than 
one year, or both. If the offense is committed ~er false pretenses, the maximum penalties 
would increase to $100,000 and five years imprisonment. If the offeme is committed with intent 
·to u5e individually identifiable health information for coinmercial ,advantage, personal gain, or . · 
. malicious harm,-the maxiin~ penalties would increase to $250,000 and I 0 years imprisonment. 

V.EFFECTONSTATELAW· 

· ·The plan would supersede state la'WS, except when the state law is more stringent with respect to 
the privacy of individually idearifiable health infomiation, or the ·HHS Secretmy determines that 
the State law· is necessary to prevent fraud and abuse. 

. . 

VI. HEALTH INFORMATION AND PRIVACY ADVISORY COMl\fi'IT.EE .· 

The plan would iDcrease th~ authority ·of the National· Committee on Vital and Health .Statistics 
by: (1) expanding committee ~om to include the study of data policy reiateci to the · 
electronic exchange ot and uniform data stan4mds for, health information; and (2) making the . . 
committee tespoDSJ"ble for advising the Seaetary and the Congress on the status and: the future of· 
the health infonliation netwOik. In addition, the plin would: · 

o · Expanchhe fields of expertise from. whiCh Committee m~ may be c;hosen to incl~ 
- electroni,c interchange of health.infoDnation, consumer iDterests iD health infmmation, 

health data standards, and employment-based health plans; . . . 

. ' 

0 . Require the·committee to report to 1he eas Sectemry its:reeommendations to facilitate 
adoption of shared data standatdS and electronic exchange ofbe&tth information;· and . . . . . 

o Change the CozDmittee's name tO the "Health Infonn&tion and Privacy Advisory 
·Commit:tee~,, . . 
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