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Medicare Savings: Changes in the $98 Billion Package to Get to $124 Billion 

Note: Start dat.e" for many proposals have been changed to adjust 1996 c:ffectivc dates in tln:: 
original bill while !ltiU reAlizing maximum achievable savings. Not all start date changes for 
individual proposal!! are !!hnwn here. 

• Inpatient and Outpatient Hn1pttal1: 

• PPS and PPS-exempt update reduction at MB-1.S% for FY 1996-200:?. Origirui.l 
bill had MB· l o/o for 1997·2000 (19~6·2000 for PPS-exempt hospitals); MB-1.5% 
was limited tO 200 l ·2002. Coalitinn: Freeze payments in FY 1996; urban update 
i:lt MB·l.5% for FY 1997-20002; rural upcfate At MB-0.5% for FY 1997-2002. 

• No DSH reduction. Coalitian: No DSH reductit:in. 

"' OBRA 90 OPD reductions in capital and operating pAyments pmnanently 
cALcmle<l. OPD formula-driven overpa.vment (FDO) eliminrde.d 411196. OPD PPS 
implemcnLe<l in 2002. Coalition: Eliminates FOO; OPD PPS c;et to save 10%; no 
OPD exteudc:r:s. 

• Medical Education: 

.. The President's plan now returns 100 pcn:enl of the savings from removing IME, 
GME and DSII from the: AAPCC, ratl1c:r Lhcm only 75 percent. Coalition: Return 
75%. 

The IME adjustment will still be redutcd from 7.7 percent tu 6.0 percent. but the 
phase-in ~hedule has been moved up; the IMC adjustment will be cL1wtl to 6.0 
percent by FY 19991 nither thmi FY 2001. Coalition; Lower IME to 6.0% for 
FY 1996-1999, incre:ise IME to 6.8% for FY 2000 and thereafter. 

.. The following 2 proposals were dropped from the Medical Education (GME) 
Reform package: (1) extending the OBRA 1993 freeze on updates for non· 
primary care residents; and (2) counting residents be)·ond their initial residency 
period as 0.5 FTE for IME. Coalition: No GME cuts. 

• Phy1tct1n1: 

.. Basic restructuring nf tee updRtes/MVPS policy remains unchansed. Single 
conversion factor is S35.42, effective 4/1/96 (to capture some 1996 savings). 
Coalition: Sln&le conversion factor is S3ti.40. ~evised bill increases the 
muximum allowable reductions to inflation update!! (making it the same as 
Coa1liliun), which increases savings on CBO's baseline. 
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• No tre1nsition for surgical scrvicc:s. Claritie.) ln:11lment of anesthesia conversion 
factor in 1996 -- is based on 1995 conversion factor n:<luce<l by the same 
percentage ns the surgical ~nvcrsion factor (i.e., about 11 13 percent reduction). 
Coalition: Did not deal with llllcsthcsia iic:parately from ulher services (could 
hove resulted almost doubling of conversion factor, but not pri1,;cJ lhis way). 

• Home Health/Skilled Nuning Facilities: No .signifiunt chmges. Coaliliuu Home 
Health: Very similar to Administration but docs not climinllte PIP and c:xtends OBRA 93 
freeze by 1 year and captures the savings. Coalition SNF: Routino ancillaries brought 
under the collt limits and non-routine services subject to 11. blended per-stay limit; docs not 
establish PPS; extends OBRA 93 freeze by 1 year and captures savings. 

• Other Provtden: 

• Durable Medical Eq.µipment: Adds freeze on all DME payment upd11tes 
(including oxygen), effective for 1997-2002 (adapted from Coalition bill). 

Oxygep'. Drnr~ direct cwygen cut that started at 20 percent and increased to 30 
percent by 2002 (!lame as Cnnference Agre.ement). Adds SMUal cut of I 0 percent 
(adapted from Cnalttinn hill). Combined With freeze on payment updates, the 
provision reduces oxygen l'ayment~ from bPlseline by about 30 percent by 2002. 

" Ambulatory Suraical Centers: Delays effective date fnr CPl-7.% reduction to 
1997-2002. Increases reduction to CPI-3% in l 997-199H (tn miil.:P. up for lost 
savings in 1996). CoaUtlon: ASC payment update frozen for one year. 

• Beoefki11ries: No changes. Coalition: Pan B premiwn extended beyond I 99R at 2~% nf 
pru)(nun cu:; Ls, Wld income·relatcd premlwn (phase-out of Federal subsidy) for 
bencfidw-ic~ ttbovc $50.000 for singles and S7S,OOO for couples. 

• Managed Care; 

• Saving~ incrcued to $22 billion, pdmarily be:~•~" CBO will asswne higher 
managed care cmollmcnt than in their estimate of the $98 billion plil.:kage. 
Coalition: Savings at $26.2 billion. Unlike Administration, AAPCC ~row Lb. re&Lc: 

is d~ouplcd from fee-for-service growth; rates arc constrained in both plliu:s. 

• HMO floors ond ceilings proposal is eliminated because thi.s bill adopts the 
Conference Agreement's budget-ncutrnl methodology for rodu~ing geographic 
variation in manased ca.re payments. Coa.Ution1 No provision. 
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• New Benefits: 

.. Prevcnti\'c benefits now start in 1998. Added bBJiUL11 "ncffili to colorectal 
screening procedures covered. Added diabetes screening beuc:!ils (from Coalition 
bill). Respite benefit now starts in 2002. Coalition: Benefits stait i..11 2001. 
Package includes mwnmogrnph)' (covers beneficiaries over age 49, doe~ uul 
waive copay); pop sme4r covcrngc; eolorcctal screening (no bariwn enema); 
prostate cancer screening; dio.bctcs management; no ... ·accinc payment increases. 

• Rural Health Care: 

• T elemeclieine grants, rural health outreach grants, and rural ref errnl centers 
language1 from 11/1/95 Senate Democratic budset package now included in the 
1-'re~ident's plan. Rural Medicare Dependent Hospitals to get Sole Community 
Hospital (SCH) payment. Direct payment authorized to physician assistants, 
nurse prActitioners, and clinical nurse specialists. Coalition: SCH update at MB-
1 .0% for FY 1996-2000; REACH program; Conference rural referral centers, 
flnnr nn 11re11 WAge index, and payment~ in HPSAs provisions; telemedicine; rural 
Medicare Chnice demn~. 

• Fraud and Abuse: 

• Adopted fraud and abuse provisions from Cnnference Agreement, hnt without 
provisions that would create new exceptions to anti-kkkhack penR I tie~ for 
manaaed care plans and make it more difficult tn im~n~e civil mnnP.y penA!ties. 
Includes selected physician self-referral relaxations from the Coalition ni 11. 
Coalition: No mandatory FBI fundini: authorizes funds for three 18-mnnth 
ilcmu projccllS (not for 7 years); anti-trmt relief to hospitals in towns of less than 
l 00,000 pc:uplc !lull t1.I1: llLLemptiniZ to merge. consolidate. or share services; 
exempts Medicare Choice PSOs frum "per se" cmlitrust violations. Authoriz.es 
other antitrust protections for "collaborative health c11rc 11clh·iLies." Rt:peals 
physician self-referral prohibitions based on compen:Jatiou 11rrw1Jo!,cmc:nLs. 


