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Op•Ed By 

Donna E. Shalala 

Secretary or Health and Human services 

11GOP Budget Plan is Fatally Flawed•• 

House and sanata Rapuolicllne will aaon ait down ii:o try to 

work out a final bill cuttinq $440 billion from the Alnerican 

health care system over the next seven years. Betore those 

ne90~1at1ons begin, let ma issue a warninq: The GOP budqat plan 

is fatally flawed and will, moat certainly, resul~ 1n a 

Presidential veto if it is not chanqed dramatically. 

~002 

1 

'!'he bottom line ia that under the Republican budc:ret, 

congress will be voting -- for the f in•t time in our r.lation' s 

history -- to reduce the number of Americans with heal.th 

insurance while potentially jeopardizing the coveraqe of millions 

more. This is the wronq direction for America. 

The fundamental problem with the Repuclican budqet ic that 

it cuts too much, too fast from the U.S. health care system. 

such reductions -- unmatched in the history of our country --

will r.eduoe the number of Americans with nealth care coverage and 

raise the cost of care for senior citizens and those with 

disabilities as well as millions of others who get their health 

coverage from their employers. Cuts of this magnitude -- $270 

billion in Medicare and $170 billion in Medicaid -- inevitably 
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lead to baa policy decisions that will undermine accaas to care 

and the quality of care that can be provided in this ':::ountry. 

Look first at Medicare. The GOP wants to cut $270 billion 

!rem a program that serves 36 million elderly and disabled 

Americans, claiminq their motive izs the future solvanc:y of the 

Medicare trust fund. The facts are clear: sa vinqs oi: $a 9 

billion will extend the solvency of the trust fund un1~il 2006. 

¥et: i:he House and Senate have voted to cut three timel!1 that 

amount. So where does the reet of the money go? It t.1elps pay 

for a $245 billion tax cut for wealthy Americans that is 

unnecessary and unwarranted. 

This arbitrary Kedicare.epending Ci:lp will drive Medicare 

beneficiaries away trom traditional Medicare because that proqram 

will be significantly underfunded. It will also drive health 

care providers away from the program because payments to 

ho~pit.als, physicians, nursing homes and others will J::le set too 

low to cover the true costs of care. At the same time, Medicare 

payments to HMOa and other private health plans will also be 

underfunded, creating undue pressure on these plans to cut 

benefits or increase cost~ to patients. 

For beneficiaries, Medicare premiums are increasedt---<-----­

dedu.g.t:,i hJ.ea eet1ld 1L abla, and c.urrent protections against extra ,.. ' 

charqea for covered Medicare aervice5 are lifted for participants 
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in many or 'the naw plans created in the Republican bil.ls. These 

policies will siqnificantly increase tha out-of-pocket health 
eYuJ1.J ( ~'-""'"' ~ ~~.. .n"r.11/) 

care expenditures for the elderly. But) the average SE~ieP b's ~ 

income of .$13,000 a year and-l'tiiready spends 20 percent of that. on 

out-of-pocket ~xpansee ;or pr•scription drugs and MedJ.ca.re cost-
. ~· ~ 0.-_l- ~-- cl~ ~ {"' ~..-.. w/-- ( ~~ J 

sharing:/\ now will they absorb those now co~ts? · ~ 

. )/\~r<IAC'V 
The Republican proposals on Medicaid are perhaps even worse. 

Let's be blunt: The GOP does not reform Medicaid, it repeals 

Medicaid. Th• 30•year entitlo111<1nt to decent medical c:are for 

poor women and children, trail senior citizens in nur1:inq homes, 

and people with disabilities will be wip•d out. More than eight 

million Americans could lose Medicaid coverage by 200;:, pushing 

the number of Americans without coverage well above tc;;1i;lay' s 40 

million. In fact, no American, no matter how poor, fz·ail, or 

disabled will be guaranteed basic coverage. 

Responding to stronq public criticism of their ME1clicaicl 

plan, Senate Republicans aqreed to promise coverage to pregnant 

women, children, and those with disabilities. But evEm the 

sponsor of that amendment admits that states could con1ply with 

that promise by simply giving each person an aspirin. Let's not 

be fooled by false promises. 

At the same time they wipe out the Medicaid entitlement, 

House and Senate Republicans hava voted to cut federal. aid to the 
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states by $170 billion over seven years. That will moan 

reductions of nGarly 30 percent in 2002. some states -­

includinq New York, California, and Texas -- will los•~ nearly $20 

billion over seven years. 

compoundinq thia dramatic undertund1nq are anothe1r series o! 

ill-conceived policy decisions. For example, the Hou~e would 

eliminate all federal oversight of nursinq homes. Under 

pressure, the Senate aqreecl to retain some standards but allow 

many states to slip through a new loophole. This could endanqer 

the health of frail senior .citizens livinq in nursinq homes. In 

addition, both the House and Senate would erase all national 

standards for institutions carinq for people with mental 

rctard~ticn and developmen~al disabilities. 

Finally, sinca 1990 very poor senior citizens have been able 

to rely on Medicaid to pay their Medicare·premiums, deductibles, 

and coinsurance. Republicans initially sought to eliminate this 

assistance entirely. But when the impact of those pro1pos<ils 

became clear, the GOP required states to set aside sorn1e funding 

for those costs, but the total amount set aside is only 45 

percent or expected costs in 2 002. What kind of a eaf•:lty net is 

that? 

President Clinton has oftered a rational, reasonable, and 

reeponsible plan to balance ~he tederal budget, including $124 
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billion in Medicare savings and $54 billion in Medicaid savings 

over seven years without takinq coverage away froll'I a :single 

American. The President• s plan pra11ar"es the intogri·ey of both 

Medicare and Medicaid and makes it clear that the health of our 

people and the quality of our extraordinary health caire system 

remain top priorities ot our leaders. 

In the days and weeks ahead, House and senate neqotiators 

would be wise to put down their budget ax and.work with us to 

make responsible changes. Too much is at stake. 

, # # 
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THE WHITE HOUSE 

WASHINGTON 

September 4, 1995 

Dear Editor: 

As students, teachers, and administrators return to schools 
all over the country, I want to remind you of a critical battle 
that will take place this fall in Washington over the issue of 
education. To put it bluntly, our educators, students, and 
parents need to be aware that our nation's investments in 
education -- in our children's future -- are under direct attack 
by the Republican majority in the House. 

The President is firmly committed to a comprehensive 
economic policy based on balancing the budget, reducing trade 
barriers worldwide, and creating jobs here at home. But he is 
convinced that to strengthen families, expand our economy, and 
raise the living standards for the American people, nothing is 
more critical to our nation's future than ensuring that all 
Americans have the education and skills they need. 

Education has become the fundamental fault-line in the 
standard of living for American families. Many Americans have 
seen their incomes stagnate over the last 15 years; the real 
income of the typical family has actually declined. Yet those 
with the most education and training have bucked the trend. 
Today, the typical college graduate earns 74 percent more than a 
worker with only a high school degree. Studies also show that 
for every year of training a person gets after high school, his 
or her earnings rise by 6 to 12 percent. Education is the key to 
growth in our economy, in wages, and in our standard of living. 

To allow individuals to make the most of their lives, and to 
provide every American the chance to realize the American Dream, 
the President has been fighting for better education and 
training, by investing in Head Start and Safe and Drug-Free 
Schools, by providing resources to train teachers and raise 
school standards, and by improving the student loan program. 
During the last Congress, Republicans and Democrats together 
enacted a historic series of initiatives to assist families, 
communities, schools and colleges to expand educational 
opportunity in America. 

President Clinton has proposed to balance the budget over 
the next ten years. He would do so by cutting wasteful 
spending, streamlining programs, and ending unneeded subsidies. 
Yet he would preserve and increase investment in education by $40 
billion over the next seven years; protect Medicaid, Medicare and 
the environment; and provide for a targeted tax cut that would 
help middle-income Americans raise their children, save for the 
future and pay for post-secondary education. 
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By contrast, there are proposals in Congress threatening to­
cut $36 billion from education and training to help them balance 
the budget in seven years and provide a huge tax cut to those who 
need it least. They have proposed: slashing investments in Head 
Start; abolishing the Goals 2000 school reforms; cutting crucial 
assistance to students from disadvantaged backgrounds; abolishing 
the Technology Learning Challenge, which leverages private money· 
for technology in schools and communities; cutting funding for 
apprenticeship training in half; abolishing AmeriCorps - the 
heart of the President's National Service program; raising 
students' costs of loans by $10 billion over seven years; halting 
progress on the President's Direct Lending program; and denying 
Pell Grants to 360,000 students in 1996 alone. 

These latter cuts would be particularly devastating for 
access to post-secondary education and training. By slashing 
grants and loans, we would turn back the clock on recent 
successes in expanding access, forcing some students to drop out 
and denying others the opportunity to begin their education. To­
achieve the level of savings they are proposing, Congress would 
have to raise the costs of college education by as much as $3,100 
for undergraduates and as much as $9,400 for gradua~e students. 
They would not only eliminate any interest subsidy for graduate 
and professional students, but also hit college students with 
substantially higher fees--for example, eliminating the six-month 
grace period for interest after college or raising the 
origination fee that every student must pay to obtain their 
loans. There are also proposals to reduce and possibly eliminate 
the Direct Lending Program, preventing more schools from 
participating in this initiative, which is already saving 
taxpayers $6.8 billion, lowering interest rates for students, and 
allowing borrowers to choose flexible repayment arrangements. 

I firmly believe that the American people want to balance 
the budget and continue to increase investments in education. 
The President has shown that it is possible. Nevertheless, there 
are those in Congress who are determined to go forward with these 
extreme cuts. The debate over this issue will be one of the most 
significant in the coming months, if not years. The future of 
this great nation is at stake. 
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The trust fund's crisis isn't new; 
the President offered a solution 
to insolvency. 
By R0BmT £. RUBIN, OONNA E. SHAJ.AlA, 
ROBERT 8. REICH ancl SHJRlEV S. CHATtR 

O
ur naLiun i~ !nvolveci ir. a ~e?"!ot:3 
examin:i~1on o~ thr. s~a~us and 
future of 'M·nic:are. Cor.gre:ss:on<tl 

Republ1cans hJ ve Ci!IL::·; f.J:· $270 b!llion 
in cuts over the next. si:veri y,>ar!i. cl~im­
ing that Medicc1rr~ i.~ ::ir.:ni.; ,, ::udder. :md 
unprecedf.n tcrl fin~rn1: i;, I r.r is1s the;~ 
P:esident Clinton tiai: no~ dc .. lit with, a'!'ld 
that all of the :·:rn.Jority\ r."'.c ar~ r.!~cei:;­
.sary to avert it 
Whil~ '.here il; <1 neei:i l<".l address t.h~ 

financial nability of Me<Jir.are. the con­
gres3ior.al rr.:tjoriry'::: r.!Jim:; arc s:mply 
mistaken. As trusi.et!:> 0f the Fart A 
Medicare Trust Fl'!lrl, wi1ich ii> the sub­
icct of the Cl.?rri?nt deh-.t.r, ;rnd .'.!;;:hors of 
dz1 annu~J report thaL rt:;:;n::tu.bly has 
eeen used to distort the facts. we woi.ld 
lik~ to set the rr.cord ::it.-;~ight.. 

• ('1m.r.1~1-~ atwul ti1t' solv~'11.C1J of the 
Mc~ic'lrr Perri.:. 1'ru..~t Fu!1d arr r..nt r.ew. 
The solv('.nr.:· cf th£' t~·n!':l f;.;mi :::. o! 
i.;,tmost conr.t>rr to us ;i]l. F.<ich yea!', t.hr. 
.Merlicart! trllstees ~:ior.r~ake an 

examination to determine it;; short-term 
and long-term fin;.nrial hea:th. The 
most recent report nolt!~ that the trust 
fund is expected to run dry by 200:.l. 
While '!V~ryone agrees that WC! must 
taJrn action to ma.lce sure thaL Lhe fund 
has 11.dequate resources, the claim thaL it 
·is !n ti sudden crisi,s ia unfounded. 

The Medicare trustees h::ivP. nine timcs 
warned tha.t the trust fund would be 
insolvent within seven vcars. On each of 
those occasions. the sitting PrC'sidr.nL 
and member~ of Congress fruci both 
poiiticai parties took appropriate .'.lcLion 
to strengthen the fund. 

far from being ll suddcm crisis. the 
sili.;ation has imp:-oved over Lile past few 
vcars. \\llen President Clinton took 
~ifice in 1993, the Medic<1re trw:tees 
prP.rlicted the fund would be exh:i.;.1sted i1: 
~iJC y~ars. The President cffcrr.d :i ;ia.:k -
:ige of reforms to push back that rl:ite by 
thTre year~ iilld the Democrats in Cun -
gress µC1ilsed the plan. In 1904, the Prl'!s -
ident proposed a health reform plar. th~-1t 
would have Rtrengthened the Cuni:l for :m 
additional five years. 

So what has caus..~j some me:r.hcr~ of 
Congress to become concerned abou~ r.tir. 
fund"? C('rtnmly not the fac:s in Lhb 
year's Lrustt!li!S rcpon that these ;-r.cm­
bers continually cite. '!'he repcrt rou!:.d 
that predic:tiuri~ ahnuL the solvency of 
the fund had imoruv1::d by :i year. T~e 
only thing that has really t·hangP".'1 is ::-te 
political M~ds of those who :irr. h<Jpiag tc 
use major Medicare c~t:; ro1· o~h~:­
purposes. 
• Pre~ident Clinton has PTestntr·~ r.. ;;L11.n 

to r:rtr.nd t.'ie fund's lif ~ . .Rcmurk:tbly, 
i:orne i!1 Congress h<lve said :hat the 
President h«s nn plan to ~ ddress t :-i" 
Med!care Trm:t Fund i.Esuc. But he r.ioi;~ 
cer..ctinlv do~~- Unde:r the Pres:rlent'~ 
baianced budget pl:in, paymen~ froi"l 
the trust fund w•mld hr. reducec! by H?9 
billion over the ne.xL 11~ve:1 y\?~:s ~c 
·~nsur~ that Medicare bend1t..s woJld he 
covered through October 2001;-11 ye;:rs 
from now. 
• The congnssimuzl majM'ity'~ Jfrcic:J'.'I! 

r.ut.~ ere e:rcesr.ivc; ic is no~ nt!ccrn;r; t.n rn.t 
be-rt.~fit.~ t11 Mt.S1.Lre thr: fund's sol'JMC).'. Thi,: 
congre11!:!iOMl m;i?ority .says th11' aL <lf :L'.; 
pror>0sed $270 billion in Medil';m? r.:;L.~ 

over i::r.ven years are necessary. Cer­
tainly, some :.if tJ1::rsl'! savings would help 
shore uri the fur..d. JU£t as in the 
Prei;icient's plan. B:.:.t a 3tlbstAnti;il p&ir~ of 
r.he ~uts the Republicans ~eek-al lea~L 
$100 billion-would seriously hurt 
senior citiz.cni.; without contributing one 
penny to the f11n1t. None of those savings 
(taken out of what it! liilled Medicare 
!>art B. which basiC!illy eovcr:; visits to 
the d•x·tor: wo:.ild go to the Part A 'T'rn.~L 
Fund !. whkh moetly coverf hospit,al 
stays). A.~ " 1·esult. those cuts wculcJ not 
~xtend the Uc of the tru:;t fund ty onE 
day. 

And tho:::<' P:l!'t B cuts woulc come ouL 
of ~he i;ockeLs of Medicare beneficiariell. 
who might ha¥C to pay an average of 
$1,650 per r·crsc:i or s:;,:~oo per couple 
mo:-e over seven yeirs :n ort!mi11111s 
l\iu11~:. Total out-o!-poc:ke-.. C').1ti: could 
incre:i!:ie by 3r. average of $2,825 per 
pe~on or s~.h50 pet couple ov~r seven 
ye:irs. Acr.ordin~ to a new st.•Jdy by the 
Depi:trtment of Hi:-alth :ind Ruman Ser­
vices. these increases would F~fff"c:tive!" 
p11.-?h ;it iP.ast half a mllllon senior ciLi~eH~-; 
into pcvl!rt:: e1nci drarnatically ;ncrca::ic 
the he1:1l:h c:irc bunlen on ail o:de~ and 
<1isablt>d Americ•rna ;in<1 their farn1!ie.s. 
'f'he ?resident'~ plan. by t:ur:~n1st. pro­
:.~c:.~ Medicare bP.nefic.illrics frorr. Jny 
r:i:-w roz'. mc:ri'ai>c-.;;. 

;..i: Medicdr€ trusle~.s, WC' are res;:on­
"ihl~ for making sure that the p:-egram 
~onLirw~:; :.o he there for our parent~ :ind 
gr•i:1.dp~rr.!1:.S :.i::: wi;oll as fer our ch:Idrl:'n 
;.mci gr11r.dfr.ildren. The President's bai­
ar:ccd budi?et plan shcw:1 n.at we can 
<tddrr-::.s the shon-terrr. prc'olcr.11; wiH,· 
l'\ut '..:iking thou.;;and.s o! dollzo.rs nu; of 
peoplt-~· pocket:;; that wou!d give u~ ;'\ 
char.C(' to worh. 011 a long-:enn pll\n to 
nre~e~ve Medic.ar(''s financial health a.; 
:he ii<i by boom generation agp_,c;_ By do;ng 
1 hat, we car. preserve the Mt!r.lic«re 
Tru~l F1.ll'1<'J w'.t.hcut loi;ing lhc trust of 
older Amr.ricar..s. 

'lnhrrt 1-;. Rubin is sec-retar11 u[ !.11~· 
Tr~.rn'r'I/. Dcr:•1w E. Shala.bl i.~ se~relury J.f 
t. caLth mu~ h:..mcn "'€r1lices. Rooerr !!. 
iteich is secrelary nf 1anor. Shiriey .S. 
Ci!.lll'''T is c11mmisswni::r 11! Social Srcuri(4 
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The trust fund's crisis isn't new; 
the President offered a solution 
to insolvency. 
By ROBERT E. RUBIN, OONNA E- SHALAl.A, 
ROBERT 8. REICH and SHIRLEY S. CHATER 

Our r.ali1Jn j:<; :rwolved ir. a seriot•S 
exarnmn~1on r.:;[ the s:.a~us arid 
future of Muricure. Congrcss!On<d 

Republ1c:ms hi.Ive ccilh:t·: fo:· $270 b:!lion 
in cuts over the ncxL s~veri )"c'ari:;, chim­
ing that Medic<1rr• i.<:. tnr.ing d S'Jdden :md 
unprecedfntrrl fin~rn1.:i;,I ciisi:;.thc;;. 
President Clinton tiaf' no~ deJ.it with, a:id 
that all of thi:> :-:"10.jority':,: r.·:~$ ar,~ r.<~cei;­
sary to avert it. 
Whil~ there ii; <1 n1=cci to address the 

financ:iai nahilily of Me<Jic:are, the con­
gre!i3ior.a~ m:~joriry·r. r.l<iim:; arc simply 
mistaken. As trusi.eeG or the Fart A 
Medicare Trust Ft'.!lc:I, wi1id1 ii". the sub· 
icr.t of the curr~nt d"'h;:,t.•\ ;:ir.d ::;.:'.hors of 
~ annu~.l rep:>rt that r~gn.:tt4bly has 
been used to distort thl'! facts. wi: wo1.:ld 
lik~ to set th~· record ::<tnigl1t. 

• .Cuno?ri1.~ a:1oul the S1)/vi:nC1) of the 
Mt:1.ic!J.Tr. Pa: .. _..;. Tru.st Ftn:d <1rr. r..nt r,fw. 
Th~ solvcnr.y cf thi;, :1·11;,l f;.:nd :~ o: 
t:.tmo'>t Mn<:i"rr> to us ;.iJl. f.:;'lch year. t.hr. 
Mccticart' tnJstc·~s v:>or.r•.ake an 

examination to dclermine it.<: short-term 
and long-term fin;.nrial hea:th. The 
most recent report nolt>:i that the trust 
fuml is expecLed to nm dry by 2002. 
\Vhile ~veryone agrees that wr. must 
talrn action to mai<e sure thaL Lhl';! fund 
has 11dequate resources, the claim that it 
ts ;n ti sudden crisi!;; is unfounded. 

'!'he Medicare trustees havP. nine timE:.S 
warned tha.t the trust fur.ti would be 
insolvent with.in seven vcars_ On each of 
those occasions. the sit tine Prr..<;if.lr.n ~ 
and rr.ember~ of Congress frui::1 both 
poiiticcii parties took appropriate :iction 
to strengthen the fund. 

far from being 11 s•1dd~n cri:>i.il. the 
siti.:ation has improved over lhe pa:st few 
vcars. V.-llen President Clinton took 
office in 1993, the Medic<ire trw;tees 
prrr1icted tile fund would be exh:!i.n;t~d in 
1:1i.Jc y~ars. The President offered o pack­
age of reforms to push back that rfatl'! by 
thr~e yea:-s and the Democrats in Cun­
gres1:1 µa::ised the plan. Jn 1904, the Pr~!;­
ident propo!;ed <1 health reform plar. th<~t 
would have !;trr.ngthened the fuI'!G for im 

. additional five ye<trs. 
So what has caus..~j sorn~ members of 

Congress to become concerned al.lOuc tl1r. 
fund'! Certainly not the fac:s i:i Lhb 
yec;.r's Lru:;tees report that these re.em­
bers continually cite. The repcrt Cound 
that predictiuri:o:: ahnul the solvency of 
the fund had imorovt:d by n yea~. T'.>ie 
only thing that has really thar.gP.'l is ·.:-ie 
political needs of thMe who :irr> hop:ng tc. 
use major Medic:ire. c1.a:; for o~h~:­
purposes. 
• Pret.id.ent Clinton has 'P'·est11}r.,~ r:. y;L'ln. 

to r!rt<md t.ie fund's lif->. Rcmarbl1ly, 
some i!1 Congres~ have said :hot the 
Prcsidcnl h;.<s nn plan to ~ddress t~I' 
Med!car~ Trm;L Fund issue. But he. rno~~ 
eertairilv -doe~. Undc-r the Prcs:rlent's 
baianced budget plan, payment:l fro;:1 
the trust fond w•)llld hr. rP.ducec~ by $1:?9 
billion over the next t1ev~,1 ye.::s tc 
•'nsure that Medicare br.ncfiLS woJld he 
covered through October 2001;-11 ye;.:rs 
from now. 
• The cangn:.ssinnal majo~ity·.~ Jfccin:r,, 

r-ut.~ c.re e:tC.:'St;i<;c; it is not 'IU'Cc.~o(:ry tn 1::1.t 
ltt"11.i::fi.t.~ tn en.sure thi: fund's solvr-icc'. Tl!•:: 
congreti~ion;:il m'"~ority !;ays thct~ <1L "r '.ls 
pro?Oseu $270 billion \r, Medi<:;;.re r.:;L:; 

over sr.ven years are necessary. Ccr­
ta!nly, !'Orne :.if tl1::isr. savings would help 
shore UtJ the Eur.d, JUEt as in the 
Preiiirlr.nt's plan. B::t a .subsr;intiril pilr~ of 
r.hr. culs the Republicans ~eek-at lt>a~~ 
$100 billion-would seriouslv hurt 
.senior citiz.cnt; without contributlng one 
penny to the f11nft. None of those savings 
(taken out of whaL ill tailed Medicare 
Part B. which basiQtlly covcr5 visit.B to 
the d•xtor l would go to the PHrt A 'T'r11st 
Fune! ( wh!ch moetly coven hosp it.al 
st:iys), A1;" 1·esult, those culs wc.uld not 
~xtend the life of the tru.ot fund by oni:: 
rlay. 

And t)1ol':c P:i;t B cuts would come oul 
of ~he pock els ui Medicare beneficiarie~, 
who might ha:vc to pay an ave.r:;.ge of 
$1,650 per r·ersc:i or $~.;,:~<Ki per couple 
mo~e over seven yeirs '.n oremi111ns 
i.1io11~:. Total out-o!-pocke~ c0-1t~ coulc! 
increase by 3n average of $2,825 pi?.r 
per!-on or S;),h.:':0 per couple OV'?r seven 
years. Acr.ording to a new Sl.•Jdy by the 
Depiirtment of H~alth :i.nd !-luman Ser­
vices, these increases would r:ffrcti\'ely 
p11:~h at. ie.ast half a million senior cili:.:t:ll.S 
into pc•·ert:: and drarnaticall:y !nr:!"Cnsc 
the health cnrc burden on all olde: and 
<:!isablt>d Arneric;~ns .:inn the1r fanulies. 
The Pr~sidrnt'~ plan, by t:untrast. pro­
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August 11, 1995 

THE TRUTH ABOUT THE TRUST FUND 

Secretary of the Treasury Robert E. Rubin 
Secretary of Health and Human Services Donna E. Shalala 
Secretary of Labor Robert B. Reich 
Social Security Commissioner Shirley S. Chater 

Currently, our nation is involved in a serious examination of the status and future of 

Medicare. The Congressional majority has called for $270 billion in cuts over the next seven 

years, claiming first, that Medicare is facing a sudden and unprecedented financial crisis; 

second, that President Clinton has not dealt with this crisis; and third, that all of their cuts are 

necessary to prevent it. While there is a need to address the financial stability of Medicare in 

a sound and reasonable way, all three of the Congressional majority's claims are simply 

mistaken. As Trustees of the Part A Medicare Trust Fund that is the subject of the current 

debate and authors of an annual report that regrettably has been used to distort the facts, we 

would like to set the record straight. 



I. Concerns about the solvency of the Medicare Part A Trust Fund arc not new. 

The solvency of the Medicare Part A Trust Fund is of utmost concern to us all. Each 

year, the Medicare trustees examine the Part A Trust Fund to determine its short-term and 

long-term financial health. The most recent report notes that the Trust Fund is scheduled to 

run out of funds by 2002. While everyone agrees that \Ve must take action to make sure it 

has adequate resources, the claim that this is a sudden crisis is unfounded. 

The Medicare trustees have warned nine times that the Trust Fund would be 

insolvent within seven years or less. On each of those occasions, the sitting President and 

Members of Congress from both political pai1ies took appropriate action to strengthen the 

Trust Fund. 

Indeed, far from being a sudden crisis, the situation has improved over the past few 

years. When the President took office in 1993, the Medicare trustees predicted that the Trust 

Fund would be exhausted in six years -- by 1999. The President put forward a package of 

reforms to push back that date by three years, and the Democrats in Congress passed the plan. 

Again, in 1994, the President proposed a health reform plan that would have strengthened the 

Trust Fund for an additional five years. 

So what has caused some Members of Congress to become concerned so about the 

Trust Fund? Certainly, not the facts in this year's Trustees Report that these Members 

') 
r .. 



.... 

continually cite. That report found that the Trust Fund had improved by a year. The only 

thing that has really changed is the political needs of those \Vho are hoping to use major 

Medicare cuts for other purposes. 

2. President Clinton has presented a plan to extend the life of the Trust Fund. 

Remarkably, some in Congress have also stated that President Clinton has no plan to 

address the short-term Part A Medicare Trust fund issue. But he most certainly does. Under 

the President's balanced budget plan, payments from the Trust Fund would be reduced by $89 

billion over the next seven years to ensure that Medicare benefits would be paid through 

October 2006 -- eleven years from now. 

3. The Congressional majority's Medicare cuts arc excessive: it is not necessary to cut 
benefits to ensure the solvency of the Trust Fund. 

The Congressional majority says that their $270 billion in Medicare cuts over seven 

years are all necessary to save the Part A Trust Fund. Certainly, some of those savings 

would go to shore up the Trust Fund, just as in the President's plan. But, a substantial part of 

the cuts they seek -- at least $I 00 billion dollars -- would serious~)! hurl seniors without 

contributing one penny to the Trust Fund. None of those savings (taken out of what is 

called Medicare Part B, which basically covers visits to the doctor) would go to the Part A 

Trust Fund (covering mostly hospital stays). As a result, those cuts would not extend the life 

of the Trust Fund by one day. 
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And those Part B cuts would come right out of the pockets of Medicare beneficiaries, 

who could pay an average of $1,650 per person or $3.300 per couple more over seven years 

in Part B premiums alone. Total out-of-pocket costs could increase by an average of $2,825 

per person or $5,650 per couple over seven years (including the cost increases caused by the 

Congressional majority's Part A cuts). According to a new study by the Department of 

Health and Human Services, these increases would effectively push at least half a million 

senior citizens into poverty and dramatically increase the health care burden on all older and 

disabled Americans and their families. The President's plan, by contrast, protects Medicare 

beneficiaries from any new cost increases. 

As Medicare trustees, \Ve are responsible for making sure that Medicare continues to 

be there for our parents and grandparents as well as for our children and grandchildren. The 

President's balanced budget plan shows that we can address the short-term problems of the 

Trust Fund -- without taking thousands of dollars out of peoples' pockets -- and give 

ourselves a chance to work on a bipartisan basis toward a long-term plan to preserve 

Medicare's financial health as the Baby Boom generation ages. By doing that, we can 

preserve the Medicare Trust Fund without losing the trust of older Americans. 
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"Many Seniors Will Find That Their Choice Is Really No Choice At All" 

Michael Tanner 
Cato Institute 

August 11, 1995 

Even Cato Agrees: Seniors Will Have No Choice At All. The Congressional Majority claim that their 
Medicare proposal will offer seniors more choice. In reality, their plan will just coerce the elderly to 
either pay more or get less. Michael Tanner, the director of health care studies at the Cato Institute, 
agrees. He recently told the Washington Times (August 11, 1995) that "those seniors who do not choose 
the managed care option will have to pay higher premiums, deductibles, and co-payments. Thus, many 
seniors, particularly low-income seniors, will find that their choice is really no choice at all." 

Misinformation on Medicare: You Can't Hide The Facts. The GOP cannot hide the fact that their 
Medicare cuts would effectively push at least 500,000 elderly Americans into poverty by 2002. They 
can't hide the fact that older couples will have to pay $5,650 more out of their own pockets over the next 
7 years. And they can't hide the fact that they want to use their $270 billion Medicare cut to help pay for 
their $245 billion tax cut. Since they can't hide from the facts, they have resorted to promulgating 
distortions. 

Myth: Republicans claim that if you use the same analysis that shows that their plan would increase 
Medicare beneficiaries out-of-pocket costs by at least $600 more in 2002 ($2,800 over 7 years), 
the President's balanced budget plan would cost the elderly $443 more seven years from now. 

Reality: The President's balanced budget proposal has NO new Medicare cost increases. The 
comparison is $600 in the Republican plan vs. ZERO under the President's plan. 

Myth: Republicans claim that the President's $124 billion in Medicare savings really amounts to $192 
billion off the Congressional Budget Office (CBO) baseline. 

Reality: In an analysis of the President's balanced budget proposal, CBO (see June 16, 1995 letter to 
Sen. Domenici) assumed that the Administration's Medicare savings amounted to "$128 billion" 
over seven years. Moreover, CBO and the Office of Management and Budget (OMB) have 
different baseline estimates for Medicare. Thus, one cannot simply compare a CBO baseline to 
an OMB one--it' s like comparing apples to oranges. Historically, when the proper comparisons 
are made, CBO and OMB--despite the differences in baselines--have scored specific policies 
very similarly. 

Congressional Majority Will Add Billions of Dollars to-Older Americans' Already High Costs: 
, 

• Every beneficiary choosing to stay in the fee-for-service plan would pay at least $2,825 more in 
premiums and co-payi:nents over 7 years; couples would pay at least $5,650. 

• The average Medicare recipient of skilled nursing home services will pay at least $1,400 more. 
The average beneficiary receiving home health care services will pay at least $1, 700 more in 2002. 





-
SAMPLE OP ED FOR SENIORS 

Republicans in Congress are trying to take $270 billion out of Medicare over the next 
seven years to pay for a $245 billion tax cut for wealthy Americans. They'd better think 
twice before they rob older Americans of the secure health coverage Medicare has given them 
for thirty years and the peace of mind it has given their families. 

The Republicans claim that they are saving Medicare -- that without these massive 
cuts, the program can't survive. We all agree that we must protect Medicare for those of us 
\vho depend on it today as well as for our children and grandchildren. But ruining Medicare 
in the name of saving it just doesn't seem right to me. And that is exactly what a $270 
billion cut will do. 

The Republicans say that they aren't cutting Medicare, because the Federal government 
\viii spend more in 2002 than it does today. They also claim that their plan offers more 
choice; beneficiaries will be given "vouchers" that allow them to buy whatever kind of health 
coverage they want. That all sounds good, but let's look at the reality. 

First, the increases the Republicans are proposing won't even keep up with the private 
sector. While costs in the private sector will increase by 7.1 % between now and 2002, 
Medicare spending will grow only 4.9%. That's like giving someone a cost of living 
adjustment that is less than the rate of inflation. Where I come from, that's a cut. 

Second, because the growth rate is so low, the Medicare benefit won't be enough to 
pay for the health care that people on 'cm~~oday. Instead, the vouchers will buy less 
and less over time. Beneficiaries will rnve to~pay more out of their own pockets or get 
less. And, because 75% of people on edicare have incomes under $25,000 a year, most 
people will be stuck getting less. They'll be forced to give up their doctors and join managed 
care plans. And further, because Medicare vouchers \Von't keep up with costs in the private 
sector, those manag1ed care plans mav limit the care they 12,ive to beneficiaries. WheFe I e~1nc ., . ~ 

fr~oosing to pay more or choosing to get less is no choice at all. 

Under the most conservative analysis of the Republican proposal, Medicare 
beneficiaries in [insert state] would pay an average of $[insert number) per person or $[insert 
number] per couple more over seven years. According to the Department of Health and 
Human Services, these increases would effectively push at least half a million older 
Americans into poverty. 

A revised version of the Republican plan indicates that the cost increases might even 
be higher. This new plan suggests that beneficiaries might be required to pay as much as 
50% of Medicare premiums, instead of the 25% they pay today. That means premiums 
would double from $43.70 to $87.40 each month by the year 2002. Republicans also propose 
raising the deductible for doctor bills from $100 a year to as much as $250 a year. 
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The Republicans say that they need these cuts to save the Medicare Trust Fund. But 
they won't tell you that the Trust Fund is in better shape now than when President Clinton 
came into office thanks to his 1993 budget -- which every Republican opposed. They won't 
tell you that the President's balanced budget plan would put the Trust Fund in better shape 
than it has been in 12 out of 20 reports the trustees have issued. And they won't tell you 
that the increased costs for people on Medicare won't go into the Trust Fund. 

President Clinton has a plan to balance the budget without rolling back thirty years of 
progress against poverty and fear for older Americans and their families. His budget will 
eliminate the deficit and secure the financial health of the Medicare program, while protecting 
older Americans. Under his plan, he would ensure that the Medicare Trust Fund would be 
strong through the year 2006 -- eleven years from now. And he would do this without any 
new cost increases for Medicare beneficiaries. The President's balanced budget plan shows 
that we can address the short-term problems of the Trust Fund -- \Vithout taking thousands of 
dollars out of people's pockets -- and give ourselves a chance to \Vork together on a bipartisan 
basis toward a long-term plan to preserve Medicare. 

Guaranteed health care for older Americans is now so much a part of our lives that it 
is easy to forget how growing old once meant growing poor in this country. But in 1965, 
over a third of older Americans were poor, and half were uninsured. Since then, Medicare 
has lilted millions out of poverty and provided insurance for almost every older American. 
And since then, Medil:are has meant that families don't have to choose between doing right 
by their parents and giving their children the opportunities they deserve. Medicare is simply 
too important to all American families to let Republicans use it as a piggy bank to pay for tax 
cuts. 
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Republicans in Congress are trying to take $270 billion out of Medicare over the next 
seven years to pay for a $245 billion tax cut for wealthy Americans. They'd better think 
twice before they rob older Americans of the secure health coverage Medicare has given them 
for thirty years and the peace of mind it has given their families. 

The Republicans claim that they are saving Medicare -- that without these massive 
cuts, the program can't survive. We all agree that we must protect Medicare for those of us 
who depend on it today as well as for our children and grandchildren. But ruining Medicare 
in the name of saving it just doesn't seem right to me. And that is exactly what a $270 
billion cut will do. 

The Republicans say that they aren't cutting Medicare, because the Federal government 
\Viii spend more in 2002 than it does today. They also claim that their plan offers more 
choice; beneficiaries will be given "vouchers" that allow them to buy whatever kind of health 
coverage they want. That all sounds good, but let's look at the reality. 

First, the increases the Republicans are proposing won't even keep pace with the 
private sector. While costs in the private sector will increase by 7.1 % between now and 
2002, Medicare spending will grow only 4.9% That's like giving someone a cost of living 
adjustment of 3% as costs are rising by 5%. Where I come from, that's a cut. 

Second, because the growth rate is so low, the Medicare benefit won't be enough to 
pay for the health care that people on Medicare get today. Instead, the vouchers will buy less 
and less over time. Beneficiaries will have to either pay more out of their own pockets or get 
less. And, because 75% of people on Medicare have incomes under $25,000 a year, most 
people will be stuck getting less. They'll be forced to give up their doctors and join managed 
care plans. And further, because Medicare vouchers won't keep up \Vith costs in the private 
sector, those managed care plans may limit the care they give to beneficiaries. Where I come 
from, that's no choice at all. 

Under the most conservative analysis of the Republican proposal, Medicare 
beneficiaries in [insert state] would pay an average of $[insert number] per person or $[insert 
number] per couple more over seven years. According to the Department of Health and 
Human Services, these increases would effectively push at least half a million older 
Americans into poverty and burden all older Americans and their families. 

A revised version of the Republican plan indicates that the cost increases might even 
be higher. This new plan suggests that beneficiaries might be required to pay as much as 
50% of Medicare premiums, instead of the 25% they pay today -- meaning that premiums 
would double by the year 2002. Republicans also propose raising the deductible for doctor 
bills from $100 a year to as much as $250 a year. 

1 



President Clinton has a plan to balance the budget without rolling back thirty years of 
progress against poverty and fear for older Americans and their families. His budget will 
eliminate the deficit and secure the financial health of the Medicare program, while protecting 
older Americans. Under his plan, he would ensure that the Medicare Trust Fund that the 
Republicans seem so worried about would be strong through the year 2006 -- eleven years 
from now. And he would do this without any new cost increases for Medicare beneficiaries. 
The President's balanced budget plan shows that we can address the short-term problems of 
the Trust Fund -- without taking thousands of dollars out of people's pockets -- and give 
ourselves a chance to work together on a bipartisan basis toward a long-term plan to preserve 
Medicare. 

Guaranteed health care for older Americans is now so much a part of our lives that it 
is easy to forget how growing old once meant growing poor in this country. But in 1965, 
over a third of older Americans were poor, and half were uninsured. Since then, Medicare 
has lifted millions out of poverty and provided insurance for almost every older American. 
And since then, Medicare has meant that families don't have to choose between doing right 
by their parents and giving their children the opportunities they deserve. Medicare is simply 
too important to all American families to let Republicans use it as a piggy bank to pay for tax 
cuts for the wealthy. 
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Republicans in Congress are trying to take $270 billion out of Medicare over the next 
seven years to pay for a $245 billion tax cut for wealthy Americans. They'd better think 
twice before they rob older Americans of the secure health coverage Medicare has given them 
for thirty years and the peace of mind it has given their families. 

The Republicans claim that they are saving Medicare -- that without these massive 
cuts, the program can't survive. We all agree that we must protect Medicare for those of us 
who depend on it today as well as for our children and grandchildren. But ruining Medicare 
in the name of saving it just doesn't seem right to me. And that is exactly what a $270 
billion cut will do. 

The Republicans say that they aren't cutting Medicare, because the Federal government 
will spend more in 2002 than it does today. They also claim that their plan offers more 
choice; beneficiaries will be given "vouchers" that allow them to buy whatever kind of health 
coverage they want. That all sounds good, but let's look at the reality. 

First, the increases the Republicans arc proposing won't even keep up with the private 
sector. While costs in the private sector will increase by 7.1 % between now and 2002, 
Medicare spending will grow only 4.9%. That's like giving someone a cost of living 
adjustment that is less than the rate of inflation. Where I come from, that's a cut. 

Second, because the growth rate is so low, the Medicare benefit won't be enough to 
pay for the health care that people on Medicare get today. Instead, the vouchers will buy less 
and less over time. Beneficiaries will either have to pay more out of their own pockets or get 
less. And, because 75% of people on Medicare have incomes under $25,000 a year, most 
people will be stuck getting less. They'll be forced to give up their doctors and join managed 
care plans. And further, because Medicare vouchers won't keep up with costs in the private 
sector, those managed care plans may limit the care they give to beneficiaries. Choosing to 
pay more or choosing to get less is no choice at all. 

Under the most conservative analysis of the Republican proposal, Medicare 
beneficiaries in [insert state] would pay an average of $[insert number] per person or $[insert 
number] per couple more over seven years. According to the Department of Health and 
Human Services, these increases would effectively push at least half a million older 
Americans into poverty. 

A revised version of the Republican plan indicates that the cost increases might even 
be higher. This new plan suggests that beneficiaries might be required to pay as much as 
50% of Medicare premiums, instead of the 25% they pay today. That means premiums 
would double from $43.70 to $87.40 each month by the year 2002. Republicans also propose 
raising the deductible for doctor bills from $I 00 a year to as much as $250 a year. 
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The Republicans say that they need these cuts to save the Medicare Trust Fund. But 
they won't tell you that the Trust Fund is in better shape now than when President Clinton 
came into office thanks to his 1993 budget -- which every Republican opposed. They won't 
tell you that the President's balanced budget plan would put the Trust Fund in better shape 
than it has been in 12 out of 20 reports the trustees have issued. And they won't tell you 
that the increased costs for people on Medicare won't go into the Trust Fund. 

President Clinton has a plan to balance the budget without rolling back thirty years of 
progress against poverty and fear for older Americans and their families. His budget will 
eliminate the deficit and secure the financial health of the Medicare program, while protecting 
older Americans. Under his plan, he would ensure that the Medicare Trust Fund would be 
strong through the year 2006 -- eleven years from now. And he would do this without any 
new cost increases for Medicare beneficiaries. The President's balanced budget plan shows 
that we can address the short-term problems of the Trust Fund -- without taking thousands of 
dollars out of people's pockets -- and give ourselves a chance to work together on a bipartisan 
basis toward a long-term plan to preserve Medicare. 

Guaranteed health care for older Americans is now so much a part of our lives that it 
is easy to forget how growing old once meant growing poor in this country. But in 1965, 
over a third of older Americans were poor, and half were uninsured. Since then, Medicare 
has lifted millions out of poverty and provided insurance for almost every older American. 
And since then, Medicare has meant that families don't have to choose between doing right 
by their parents and giving their children the opportunities they deserve. Medicare is simply 
too important to all American families to let Republicans use it as a piggy bank to pay for tax 
cuts. 
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