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Statement of Greg Scandlen 
Executive Director 

Council for Affordable Health Insurance 

The Council for Affordable Health Insurance (CAHI) believes the best approach to solving the 
problems in the Medicare system is to maximize the individual's freedom of choice and to 
promote a robust competitive market. CAHI serves on the steering committee of the Coalition to 
Save Medicare because we agree with its goal: to preserve, simplify and strengthen the Medicare 
system. 

Reforming the Medicare system is one of the greatest dilemmas facing Members of Congress 
today. CAHI has developed a proposal that will save the Medicare program by reducing 
spending. At its core are the following guiding principles. 

1. Free Market Principles. The Medicare program should rely on free market principles and 
encourage regulation by market forces rather than bureaucratic controls. The program's 
structure should enable beneficiaries to make choices, such as using a voucher system to 
finance their health care. 

2. Freedom of Choice. The program should provide the widest array of choices for consumers 
entering the program. 

3. Consumer Protection and Empowerment Medicare beneficiaries should be empowered to 
make the health care choices that best meet their health care needs. Adequate consumer 
protection mechanisms should be in place to protect Medicare beneficiaries. 

4. Level Playing Field. Indemnity insurance carriers, managed care companies, Medicare risk 
contractors, Medicare supplemental insurers and other health care organizations that provide 
services to Medicare beneficiaries should compete on a level playing field. 

5. Sound Fiscal Policy. Any proposal to reform Medicare must strive to reduce the rate of 
growth in Medicare expenditures, while sustaining both short-term and long-term solvency. 
Medicare should provide for reasonable provider reimbursement to eliminate cost shifting. 

(MORE) 
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6. State Regulation of Insurance. The regulation of insurance should be returned to the 
jurisdiction of the states. Federal standardization of any insurance product, including 
Medicare supplement insurance, is contrary to free market principles and should be avoided. 

CAHI supports all efforts to encourage policy makers to simplify and improve the Medicare 
system by opening it up to new options and opportunities. We will continue to work with the 
Coalition to Save Medicare to convince legislators the best way to save Medicare is to use market 
forces to reduce excessive costs and improve the quality of care available. 

The Council for Affordable Health Insurance is an association of small to mid-sized insurance 
companies that was formed in March 1992 to fight for free market solutions to the problems in 
the health care system. Council members cover over four million people in the individual and 
small group insurance markets. 
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Citizens for a Sound Economy Foundation 
• 

(202) 783-3870 

August 3,1995 

Facts About Medicare 

If no reforms are made, Medicare Part A (Hospital Insurance) will be bankrupt in 2002. 

Traditional "fixes" such as tax increases won't work. Payroll taxes would have to more 
than double immediately to attain long-term financial soundness. That would mean 
almost $900 in new taxes for a worker earning $24,000 a year. 

This assumes that the "most likely" scenario for future costs is accurate. But Medicare's 
chief actuary says costs may exceed that estimate. 

Medicare part B is growing even faster than Part A. Over the past five years, outlays 
have increased S3 percent. 

Medicare trustees say that the taxpayer subsidies necessary to sustain Medicare part B 
will have to increase from $38 billion today to $147 billion in 2004 if reform does not 
take place. 

Rather than new taxes or simple benefit cuts, Medicare can be reformed by providing 
recipients more choice. Anyone enrolled in Medicare should be allowed the option to 
escape the government-run system and open an Medical Savings Account (MSA), or 
enroll in any type of alternative private plan. 

fexperience in the private sector proves that giving individuals more control over their 
health care decisions lowers costs. Most notably, MSAs are currently used in the private 
sector with great success. Based on private-sector savings, an MSA option could easily 
reduce projected Medicare costs by the amount required under the Budget Resolution. 
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HEALTHCARE 
LEADERSHIP 

COUNCIL 

Pamela G. Bailey 

Pamela Bailey, president of the Washington, D.C based Healthcare Leadership Council 
(HLC), has been involved in health care governmental relations, public policy and 
communications for nearly 25 years, including service in both the public and private sectors. 
The Healthcare Leadership Council (HLC) is a group of over 50 health care industry chief 
executives -- leaders from the hospital, insurance, pharmaceutical, technology, and 
physician/nurse sectors. The group was initiated in 1988 with the purpose of developing 
a health industry consensus on solutions to the problems confronting American health care. 

During the early iSTO's, Mrs. Bailey was a member of the White House Staff, rising from a 
research assistant to the President to Assistant Director<..pf the Domestic Council. 

From 1975 to 1981, she was director of government relations for the American Hospital 
Supply Corporation, and from 1981 to 1983, she was Assistant Secretary for Public Affairs 
for the Department of Health and Human Services (HHS). She joined the White House Staff 
again in 1983 as Special Assistant to the President and Deputy Director of the White House 
Office of Public Affairs. In 1987 she was named President of the National Committee for 
Quality Health Care. 

Mrs. Bailey is one of the five founding members of the Healthcare Equity Action League 
(HEAL), a coalition of more then 600 major firms and organizations representing more than 
i million employers and 35 million employees. The group is united by concern over the 
current state of the nation's health care system and how that system can be reformed to 
better serve the public. 

She graduated from Mount Holyoke College (A.B., 1970). She is married and has five 
children. 
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MANHATTAN 
PRIMARY CARE 

Michael J. Kramer, M.D., F.A.C.C. 

Dr. Kramer is the founder and Chief Executive Officer of Manhattan Primary Care, PC, a 
New York City medical group of forty physicians treating about 50,000 patients, 20% of 
whom are seniors. The group treats seniors enrolled in the standard Medicare program and 
approximately 500 enrolled in managed medicare programs. 

Dr. Kramer is board certified in Internal Medicine and Cardiovascular Diseases and has been 
practicing in Manhattan since 1989. He received his medical degree from the University of 
Pennsylvania and completed his Internship and Residency at Mt. Sinai Hospital in New York. 

Dr. Kramer is a Fellow of the American College of Cardiology, and a Member of the 
American College of Physicians, American Heart Association, and the New York County 
Medical Society. 
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THOMAS A. SCHATZ 

President 
Citizens Against Government Waste and 

Council for Citizens Against Government Waste 

Thomas A. Schatz is President of Citizens Against Government Waste (CAGW) 
and the Council for Citizens Against Government Waste (CCAGW). 

CAGW was founded by J. Peter Grace and Jack Anderson in 1984 following the 
release of the Grace Commission report. It is a 501 (c) (3) nonprofit, educational 
organization with more than 600,000 members nationwide. Mr. Schatz is a nationally 
recognized spokesperson on government waste and has appeared on hundreds of radio 
talk shows from coast to coast, including WBZ in Boston, WGN in Chicago, KABC in 
Los Angeles, WCBS in New York, and WOAI in San Antonio. His national television 
appearances include: "ABC News with Peter Jennings," "CBS News with Dan Rather," 
"NBC News with Tom Brokaw," CNN, CNBC, "Larry King Live," "The McNeil-Lehrer 
News Hour," and numerous local network affiliates. 

According to official Office of Management and Budget figures, implementation 
of Grace Commission recommendations saved taxpayers $152.4 billion through 1990, 
and CAGW estimates another $100 billion have been saved since then. An additional 
$78 billion will be saved over the next five years from recommendations proposed by 
CAGW in 1993 and $54 billion will be saved over the next five years from 
recommendations proposed by CAGW in 1994. 

As President of CCAGW, the 501(c) (4) nonprofit lobbying organization, Mr. 
Schatz spearheaded the expansion of the grassroots Taxpayers Action Network to more 
than 400 chapters nationwide. Mr. Schatz has also testified on government waste issues 
before committees of the United States Senate and House of Representatives. 

During his nine years with CAGW, Mr. Schatz has been instrumental in a 
development program that increased membership from 5,000 to more than 600,000. 

Prior to joining CAGW in 1986, Mr. Schatz spent six years as legislative director 
for Congressman Hamilton Fish and two yean practicing law and lobbying. 

Mr. Schatz holds a law degree from George Washington University and was 
graduated from the State University of New York at Binghamton with a BA degree, With 
Honors, in Political Science. He is married to Leslee Behar and has two daughters, 
Samantha and Alexandra. 
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DAVID M. WALKER, CPA 

D»v3.d M. Walker i s a Partner and Managing Directoc of Arthur Andersen's Ciobal 
Conpensaclen and Benefits practice based in Atlanta and Washington, DC. In 
this capacity, he coordinates the Firm's activities with Che legislative and 
executive branches of the Federal Government in the compensation end benefits 
areas and serves cllenta on a variety of issues, including strategic 
eempensation planning, retiree health benefits, eaployee ownership 
arrangements and various EMS A fiduciary, invastnent, funding and termination 
matters. Mr. Walker also coordinates the Firm's employee benefit plan 
audit/compliance review, ERISA enforcement/litigation support and independent 
fiduciary services in the United States. 

Prior to joining Arthur Andersen, Kr. Walker held a variety of positions in 
the Federal government with the Departsnent of Labor and the Pension Benefit 
Guaranty Corporation. Anong other things, Kr. Walker served as Asaiatant 
Secretary of Labor for Pension and Welfare Benefit Programs and Acting 
executive Director of the Pension Benefit Guaranty Corporation. 

Mr. Walker i s active in a number of governmental, professional, trade and 
other organizations. He just completed serving as one of two Public Trustees 
for the Social Security and Medicare Trust Funds. In addition, he i s a member 
of the Board of Directors of the Association of Private Pension and Welfare 
Plans (APPWP) and i s Chairman of the American Institute of Certified Public 
Accountants' (AlCPA's) Employee Benefit Plans Coanittee. 

Mr. Walker i s a frequent speaker and author and i s widely quoted in a number 
of publications on a variety of compensation, benefits, investment, retirement 
and related issues. He has also won several awards for outstanding 
contributions to the eoployee benefit plans industry and related public policy 
areas. 
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JERRY J. JASINOWSKI 
PRESIDENT 

NATIONAL ASSOCIATION OF MANUFACTURERS 

Jerry Jasinowski is president of the National Association Manufacturers and one of 
the nation's most frequently quoted authorities on the economy and the vital role 
manufacturing plays in America. 

He has addressed audiences across the country -- from The Commonwealth Club of 
California to the National Press Club in Washington. D.C. - in his role as: 

• an astute analyst of the impact of federal policies on business 
• an economist who can assess broad trends changing the economy 
• co-author of a new book on manufacturing success stones. 

Making It In America: Proven Paths to Success from 50 Top Companies 
• industry's "most powerful advocate on Capitol Hill," according to 

Washingtonian magazine 

Under Jasinowski's leadership, the NAM has been hailed as Washington's most 
influential and respected business group, helping to shape national policy on exchange rates, 
exports and many other major issues. As Chairman of the American Energy Alliance, he led 
the coalition's national grassroots movement to defeat President Clinton's energy tax plan. 
More recently, he helped lead NAM's key role in the defeat of the striker replacement bill, 
passage of the North American Free Trade Agreement and the need for affordable and 
workable health care reform. 

Jasinowski is widely quoted in the media and has appeared on almost every major 
national network and public affairs program, including ABC's Good Morning America, 
NBC's Today and Meet the Press, CNN's Crossfire and Moneyline, John McLaughlin's One 
on One and the evening network news shows. His opinion editorials have run in The New 
York Times, Chicago Tribune, Harvard Business Review, and other major publications. 

Jasinowski became president of the NAM in January 1990, after serving as the 
association's executive vice president and chief economist for ten years. The NAM is the 
largest broad-based industry trade association in the United States, representing more than 
13,000'"manufacturing firms and subsidiaries, large and small, located in every state. Its 
members account for 85 percent of U.S. manufacturing employment and production. 

A one-time factory worker, Jasinowski joined the U.S. Air Force as intelligence 
officer serving in the Far East in the mid 1960s. He went on to become assistant professor 

-MORE-
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of economics at the U.S. Air Force Academy. In the early 1910's, Jasinowski came to 
Washington to manage research and legislative activities for the Joint Economic Committee 
of Congress. In 1976, he served as director of the Carter Administration's economic 
transition team for the departments of Treasury, Commerce, Labor, the Council of Economic 
Advisors and the Federal Reserve. He later was appointed assistant secretary for policy at 
the U.S. Department of Commerce. 

A native of LaPorte. Indiana, Jasinowski received his B.A. in economics from 
Indiana University, his master's degree in economics from Columbia University, and is a 
graduate of the Harvard Business School's Advanced Management Program. 

Jasinowski has three children and resides in Washington, D.C. with his wife, a public 
affairs specialist for The Goodyear Tire & Rubber Company. 

-NAM-
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JEFF SMEDSRUD 
Executive Vice President 

Communicating for Agriculture 

Jeff Smedsrud is executive vice president of Communicating for Agriculture, 
a national rural advocacy group representing 80,000 farmers, ranchers and 
rural businesses. A Minnesota resident, Smedsrud has led the development 
of several private sector health plans for farmers. He has helped establish 
more, than two dozen state programs for the medically uninsured, and was 
active in the formation of Minnesota's model program for rural integrated 
service network as a method to strengthen local health care purchasing 
options. He is married, with four children. 
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For Release August 3,1995 For More Information Contact: 

Leslie J. Aubin 202/872-0885 

NAW APPLAUDS PROACTIVE EFFORTS OF 

COALITION TO SAVE MEDICARE 

Washington, D.C, August 3,1995 - The National Association of Wholesaler-
Distributors (NAW) today lauded the Coalition to Save Medicare for its proactive 
and constructive efforts to address the fiscal crisis in the Medicare program. 

The broad-based Coalition is mounting an effort to support changes in Medicare to 
preserve and strengthen the program while slowing its rate of growth. 

NAW praised the Coalition and its commitment to be proactive. "The rhetoric is 
flying fast and furious on Medicare, and it is refreshing to hear a dear, constructive 
voice. Unlike those who would simply demagogue the issue, the Coalition is 
supporting legitimate and responsible proposals to ensure that Medicare will still be 
around in the decades to come," said NAW President Dirk Van Dongen. 

"This is a problem we cannot afford to ignore; nor can we afford to waste time on 
name-calling and partisanship. The Coalition is actively working to address the 
problem and we are pleased to be a part of it," added NAW Senior Vice President 
Alan M. Kranowitz. 

NAW is composed of Direct Member companies and a federation of national, 
regional, state and local aassociations and their member firms which collectively 
total more than 45,000 companies- NAW's core mission is to advocate its members' 
interests on national public policy issues which affect the entire wholesale 
distribution industry. 

# # # 
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COALITION TO SAVE MEDICARE 

"Mobilize to Save Medicare" 

August 13, 1995 
10:30 a.m. -12:00 noon 
Room 325 , Senate Russell Office Building 

Press: At least seven cameras, several print reporters. 

There was one very vocal senior (a gray panther) that interrupted several of the speakers. 

Notes on the event: 

I. Jake Hansen (Seniors Coalition) co-chair of the Coalition opened up the event. He 
introduced Pam Baily (Healthcare Leadership Council) the other co-chair. She 
introduced Sen. Dole. 

n. Sen. Dole spoke briefly. He opened up his remarks using the 1983 efforts to rescue 
Social Security as an example of bipartisan efforts to solve a problem. The same 
efforts should be used to solve Medicare. 

Sen. Dole noted that he voted against Medicare. He said he supported a better option 
- Eldercare. 

Commenting on the current debate he said, "We're not talking about devastating 
Medicare." 

Sen. Dole discussed the Trustee's Report and the need for action. In approaching 
these efforts he said, "We want to make it last - we don't want to make it political." 
He then proceeded to attack the President's efforts saying, "He [the President] 
refuses to step up to the plate and say lets fix it." 

On the Republican plan he said, "Our plan is to preserve, protect and improve 
Medicare." 

m. Speaker Gingrich had not arrived yet, so they went to David Walker, former member 
of the Social Security and Medicare Board of Trustees. 

Walker gave a ten minute slide presentation. He said that the Trust Fund peaked in 
1992 and will be out of money in 2002. Walker compared 1994'$ report to 1995,s 
saying that many got a false sense of security. "We cannot support the growth" of the 
current Medicare system, he noted. 

IV. Speaker Gingrich was next. He said he just "left a meeting with the AARP." His big 
points were that no matter what happens now, we are going to have a new set of 
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problems with the baby boomers. And, he made several promises: Medicare 
expenditures per senior citizen will go up over the next seven years; the GOP plan 
will be more generous, with more choices and opportunities than the current status; 
no senior citizen will be forced out of its current policy; and the plan will eliminate 
federal bureaucracy and waste. 

V. Former Congressman Tim Penny was introduced next. "I'm here today because at 
lest one Democrat should speak out In favor of reform,"Penny said. "My party 
sees an opportunity to draw a wedge" with this issue, although both parties are 
committed to saving Medicare. "No member would want to dismantle the Medicare 
system." He used the Concord Coalition (he's a board member) as an example of 
bipartisanship. Highlighted the recent Concord Coalition poll on Medicare -
including their findings that Americans favor means testing for Medicare. 

VI. Next they moved into the "Perspectives" section. 

The National Association of Manufacturers speaker's big point was that in the global 
economy everything is becoming more competitive. Medicare, too, must be altered. 

The Manhattan Primary Care speaker represents both a fee-for-service and an HMO. 
He had glowing things to say about HMOs. 

Charlotte Stone told a moving (and long) story about how an HMO saved her life. 

Georgia Republican Sen. Paul Coverdall laud this event and said "we need to be 
talking to each other." 

Citizens Against Government Waste's speaker said that at least 10% of Medicare is 
lost to waste, fraud and abuse. He said in their polling, seniors were willing to 
sacrifice some of their Security Security and therefore would probably be willing to do 
the same for Medicare. 

Congressman John Boebner briefly addressed the groups. He said we are in a 
communications war to get out our message. 

The last speaker was from Communicating for Agriculture. They have set up 29 state 
programs including Medical Savings Accounts. "Medicare has not saved our 
hospitals." "Medicare has done nothing to help rural America." "The private sector 
can re-engine change." 

Hansen and Baily closed. 
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CnAUTioN TO'SAVE MEDICARE 
'W« itrvngly ncommefld that the criei* prMtnted by the financiaJ condition of the 

Midlcan Tnut Fund* b« ur^ntiy addrewrf on a eomprehenaiw baaj..* 
Social Security and Medicare Boord of TVueteei, 1905 

MOBILIZE TO SAVE MEDICARE 

Thursday, August 3,1995 
10:30 a.m. -12:00 noon 

Room 325, Senate Russell Office Building , 

Ag t̂ia 

I . Introduction and Opening Statement 

II. Preserving Medicare for Current and Future Generations 
House Speaker Newt Gingrich 
Senator Majority Leader Bob Dole 
Other members of House Leadership 

III. Medicare's Finances Today and Tomorrow 
David Walker. Member, Social Security and Medicare Board of Trustees 

IV. Medicare Reform. A Non-Panisan Issue 
The Honorable Tim Penny 

V Solutions to the Medicare Crisis: Different Perspectives 

Jerry Jasinowski, National Association of Manufacturers 
Charlotte Stone, Beneficiary 
Michael Kramer, M.D., Manhattan Primary Care, PC 
Jeff Smedsrud, Communicating for Agriculture 
Tom Schatz, Citizens Against Government Waste 

VI. Communicating with America on the Medicare Crisis 
Senator Paul Coverdell 

VII. Closing Remarks 

e The Saniora Coalition, Chair • Healthcare Leadership Council. Chair • 
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COALITION TO SAVE MEDICARE 
"We atronfly neommend th»t the crisis pnt tnfd by the financitd condition of the 

Medican Tnut Fund* b« urgently nddniuad on a comprthentivv baiii." 
Social S«curity and Medicare Board of Truateee, 1995 

Members 

The Seniors Coalition, Chair 
Healthcare Leadership Council, Chair 

Alliance for Managed Care 
American Association of Preferred Provider Organizations 

Bayer Corporation 
Citizens Against Government Waste 

Citizens for a Sound Economy 
Communicating for Agriculture 

Council for Affordable Health Insurance 
Morrison Restaurants Inc. 

National-American Wholesale Grocers' Association/ 
International Foodservice Distributors Association (NAWGA/IFDA) 

National Association of Manufacturers 
National Association of Wholesaler-Distributors 

National Council of Chain Restaurants 
National Restaurant Association 

National Taxpayers Union 
Pharmaceutical Research and Manufacturers of America 

Physicians Health Plan 
Physicians Health Services, Inc. 

Small Business Survival Committee 
Swedish Medical Services 

U.S. Chamber of Commerce 
60 Plus Association 

...and growing 

• The Senion Coalition, Chair • Healthcare Leadership Council. Chair • 
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COALITION TO SAVE MEDICARE 
•W« atrongiy neommend that the crisit pretented by tha financial conditian of the 

Modicoie Tnut Funds be urtpntly addnaaad on « compraiienwve baai*.° 
Social Security and Medicare Board of Itastees, 1995 

FOR IMMEDIATE RELEASE Contact: John Gibbons, Coalition to Save Medicare 
August 3,1995 202-347-5731 

Claire del Real, Healthcare Leadership Council 
202-347-5731 

Vidd Lovett, The Seniors Coalition 
202-546-1537 

DOLE, GINGRICH ATTEND MEDICARE TEACH-IN 

Featured Democrat Demonstrates Bipartisan Concern About Medicare's Future 

Washington, DC, August 3 - Senior citizens, business leaden and members of the health care 
community converged on Capitol Hill today to hear Republicans and Democrats speak on the need to take 
steps to save Medicare from bankruptcy. The non-partisan event was designed to educate citizens on the 
status of the Medicare program and to mobilize them to support efforts to restore Medicare's solvency. 

House Speaker Newt Gingrich (R-GA) and Senate Majority Leader Robert Dole (R-KS) discussed 
the need to strengthen and simplify Medicare, as well as to expand the health care choices seniors currently 
have. They will be working on a plan to save Medicare during the next two months. 

The event was sponsored by the newly formed Coalition to Save Medicare (CSM), which is co-
chaired by Pamela G. Bailey, President of the Healthcare Leadership Council, and The Seniors Coalition's 
Jake Hansen. The CSM - which represents seniors, taxpayers, large and small businesses, and members of 
the health care industry - believes Medicare can be strengthened and its solvency restored by giving seniors 
more choices. 

"Medicare is facing a financial crisis that will not go away," Mrs. Bailey said. "We must act now to 
put Medicare back on sound financial footing. Waiting is not an option." 

Mr. Hansen observed, "Both parties have acknowledged that Medicare is headed toward bankruptcy, 
and both parties should work together to fix it." 

David Walker, a member of the Social Security and Medicare Board of Trustees, informed those 
attending the event of Medicare's looming insolvency. Walker pointed out that Medicare's hospital trust fund 
will begin spending more than it takes in next year and will run completely dry by the year 2002. 

Former Democratic Congressman Tim Penny of Minnesota also spoke at the event, noting that 
Medicare's financial problems should be a concern to Democrats and Republicans alike. He said both parties 
need to work together to find a solution so that Medicare can be preserved for the retiring baby boom 
generation and their children. 

A diverse panel representing a shared interest in Medicare - consisting of a senior citizen; a business 
leader; an expert on waste, fraud and abuse; and a representative from rural America - offered their personal 
perspectives on Medicare and the need to strengthen i t Groups like this will be mobilized to take the "Save 
Medicare" message to the grassroots throughout the country in the coming weeks. 

• The Saniora Coalition, Chair • Healthcare Leaderahip Council, Chair • 
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COALITION TO SAVE MEDICARE 
«W« wtnagly ncotammnd that th* emit pnamutd by the finaneial condition of the 

Medicare Trust Fund* be ursently addnstid on a eompnhanaive baiit." 
Social Security and Medicare Board of Truateaa, 1995 

Mission Statement: 

The Medicare system is in a state of crisis, and the Coalition to Save Medicare is 
dedicated to preserving, simplifying and strengthening Medicare. We believe that the solution 
does not lie with higher taxes, dramatic cost-shifting or reductions in the quality of medical care 
available to the elderly. Instead, policy makers should simplify and improve the system by 
opening it up to new options and opportunities while avoiding inappropriate government 
intervention or selection, thus using market forces to reduce excessive costs and improve the 
quality of care available. 

The Coalition to Save Medicare further believes that strengthening Medicare is too 
important to be left to "politics as usual." Rather, we must act immediately to preserve Medicare 
for current retirees and to strengthen the system for future generations by holding the Medicare 
spending increase to a slower rate of growth. We also believe that while we must preserve the 
existing program for those who want it, senior citizens deserve the same choices that are available 
to other Americans and that they need to be encouraged to help root out waste, fraud and abuse 
in the system. 

e The Seniora Coalition, Chair • Healthcam Leaderahip Council, Chair • 
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COALITION TO'SAVE MEDICARE 
nv« atrongiy neommend that the criaia praaanted by tha Gnandol condition of the 

Medicare Tnut Fundi be urgently addresied on a comprehensive baais." 
Social Security and Medicare Board of Trustees, 1895 

Fact Sheet 

The Prnhtam 
Medicare will be bankrupt in ssxen years. 
The Medicare Thistees 1995 Annual Report states that by the year 2002, the program 
will be unable to pay hospital benefits. 

Average beneficiaries receive far more than they put in. 
The average two earner couple receives $117,200 more than it contributes (plus earned 
interest) to the program. The average one earner couple receives $126,700 more. 

The pool of taxpayers funding Medicare is ever shrinking. 
In 1965 there were 5.6 taxpayers to each Medicare beneficiary. Tbday there are 3.3 to 
each, and in 2002 there will be only 3.1 taxpayers for each beneficiary. By 2035 the 
ratio will be just 2 to 1. 

Medicare is a bureaucratic monopoly without the efficiencies 
that have been developed in the competitive market. 
Last year, private employers' premiums fell by a per capita average of 1.1 %. 
Medicare grew by 10% in 1994. 

Failure to act would be disasterous. The 
Medicare Trustees say benefits will have to be reduced by thirty percent or taxes will 
need to be raised by 44 percent to restore Medicare's solvency, unless changes are 
made to the program. 

ThP Snlntinn 

The long term solution to slowing Medicare's growth rate is to 
give consumers choices. Choices will drive competition while 
bringing prices down. This will also give consumers more 
benefit options. Quality and innovation will be the standard by 
which plans are chosen. This isn't a new idea. It's working 
today for both business and Members of Congress. 

The Senion Coalition, Chair • Healthcare Leadership Council, Chair • 
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COALITION TO'SAVE MEDICARE 
'We ttrcngly recemmond that the triaia praaanUsd by the Gnantial condition of the 

Medicare Tnut Fundi be urgently addressed on a comprahanaive basis." 
Social Security and Medicare Board of Trustees, 1995 

THE MEDICARE TRUSTEES' REPORT: A NON-PARTISAN WARNING 

Each year, the Medicare trustees issue a report on the status of the Medicare trust funds. 
On April 3, they disclosed that Medicare will soon be bankrupt and urged Congress to 
respond swiftly to this crisis. 

• The Medicare trustees are a non-partisan, impartial board that reports on the status 
of Medicare each year. ,. 

• * The trustees consist of four Clinton Administration officials — the Treasury 
Secretary, the Labor Secretary, the Health and Human Services Secretary 
and the Social Security Commissioner ~ and two non-Administration 
officials who represent the public. 

• The Medicare trustees warned that Medicare is headed toward bankruptcy. 

The trustees' report said Medicare's hospital trust fund (Part A), which 
covers hospital services for seniors, will begin to experience "increasing 
annual deficits" in 1996 and will be depleted in 2002. 

In addition, the costs of Medicare's supplementary medical insurance 
program (Part B), which pays doctor bills, has grown by 53 percent over the 
past five years. 

The Medicare trustees said that under the current system, balancing Medicare's 
hospital trust fund for the next 25 years would require tax increases or a reduction 
in benefits. 

• The trustees report stated, "either outlays would have to be reduced by 30 
percent or income increased by 44 percent (or some combination thereof)." 

The Medicare trustees urged Congress to act quickly to address Medicare's 
problems. 

• The trustees said die hospital trust fimd "is severely out of financial balance 
and the trustees believe that the Congress must take timely action to 
establish long-term financial stability for the program." 

e The Seniora Coalition, Choir • Healthcare Leadership Council, Chair • 
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/l G/IAA Discussion Paper, July 1995 

T he Group Health Association of America (GHAA), which 

represents the nation's health maintenance organizations, 

believes that modernizing and strengthening Medicare are among 

America's most urgent priorities. HMOs, which offer comprehensive, 

coordinated, high-quality, cost-effective health care to more than 50 

million Americans, are prepared to play a key role in modernizing 

Medicare, and this discussion paper is offered as a contribution to that 

process. GHAA expects to offer additional recommendations as the 

policymaking process evolves. 
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The Problem: Medicare 
Medicare will be bankrupt in seven years. 
The Medicare Trustees 1995 Annual Report states that by the year 2002, the 
program will be unable to pay hospital benefits. 

Average beneficiaries receive far more than they put in. 
The average two-eamer couple receives $117,200 more than H contributes (plus 
earned interest) to the program. The average one-earner couple receives $126,700 
more. 

The pool of taxpayers funding Medicare is shrinking. 
In 1965, there were 5.6 taxpayers to each Medicare beneficiary. Today there are 3.3 
to each, and in 2002 there will be only 3.1 taxpayers to each beneficiary. By 2035, 
the ratio will be just 2 to 1. 

Medicare is an outdated, bureaucratic monopoly that features none of the 
efficiencies that the private, competitive market has developed. 
In 1994, private employers' premiums fell by a per capita average of 1.1 percent 
Medicare grew by 10 percent in 1994. 

The Solution: Strengthen Medicare 
Under a reformed Medicare system, senior citizens would have access to health plans 
that would pay for prescriptions, eye exams, eyeglasses, routine physicals, ear care 
and hearing aids, podiatry care and other services not covered by Medicare now. 
Medicare reform would simplify a system that most people cant understand. 
Medicare reform would give seniors a choice to remain in traditional Medicare or 
enroll In other types of health plans which offer more services and are available to 
other Americans. Seniors would stilt be able to choose their doctors. 
Seniors would still be able to choose a health plan with limited out-of-pocket costs 
(typically a $5 or $10 oopayment). 
Medicare reform b good for senior citizens. Medicare reform is good for America. If 
we don't strengthen Medicare now. we wont have Medicare for future generations. 

TH£ LOHO TERM soLimoM TO SLOWIHO MeucAAe's OROWTH HATK m TO Give COHSUMZHS 

CHOICE*. CHOtceS WILL OfUVC GOMPgrmOM WHILK BRINQIHO fmtCCS DOWN. CHOtCC ALSO 

WILL &ve ecHsuMBPB Morte BMcnr OTVOMS. QUAUTTAMD IHNOVAJION WILL Be THE 
8TAHO*BD BY WHICH rtAM* AM CMOS CM. Th/S 18* T A MEW IDEA. fT'B WOmUHO TOCUr iW 
BOTH BU»IMEe»EM AMD HCMBzma OF CONOBESS. 

Coalition to Madiean* 

r 
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Dear Mr. President: 

Please join Congress in a bipartisan effort to protect, preserve, 
and improve Medicare. 

Sincerely, 

Name ._ 
Address 
City, State, Zip Code 

ISO 

too •• 

400 •• 

•180 

Medicare's Path to Bankruptcy 

The Trustees report 
the Medicare trust fund 

2004 w | | | be bankrupt in seven 
yeais. If that happens, the 
federal government, by 
law. must stop paying for 
Inpatient hospital and other 
trust fundiiaid Medicare 
services. 

Source: 1995 Annual Report of tha Board of Trustees of the Federal Hospital Insurance Trust Fund 

Tbt SmUut Cnilillon, Main $lrc«l, Suile 302, t»M»x. VA 22UM, TUi-Sn-OMA 

Trustees 
CoUapse 
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"The Federal Hospital Insurance (HI) Trust Fund, which pays inpatient hospital expenses, 
will be able to pay benefits for only about 7 years and is severely out of financial 

balance in the long range." 
• -The Medicare Board of Trustees' 1995 Annual Rcpwi 

This is the second year in a row the trustees have warned of Medicare's impending bankruptcy. The trustees include three 
members of President Clinton's Cabinet: Treasury Secretary Rubin, Labor Secretary Reich and Health and f iuman 
Services Secretary Shalala. 

Hospital Insurance (Part A) Trust Fund 
Calendar Year Total Income Total Disbursements Net Change Fund at end of year 

1 9 M 124.1 129.0 -0.9 13S.4 

» » T 129.3 135.6 -6.2 129.2 

1998 134.6 146.6 •11.9 117.3 

1999 139.4 1M.2 •18.9 98.4 

2000 144.5 1T0.8 -26.3 72.1 

2001 149.7 184.5 -34.7 37.4 

2002 1S4.9 199.0 -44.1 « . 7 . 

Source: 1995 Annual Report of the Board of Trustees of the Federal Hospital Insurance Trust Fund (dollars In billions) 

The situation is so serious the trustees say Medicare's 
short-term survival requires an 

Immediate increase in payroll taxes of 44 percent or immediate 
decrease in Medicare spending of 30 percent 

(Trustees' 1995 Report, pg. 27) 

These options arc unacceptable. The administration and Congress must immediately address this crisis. 

More than 32 million senior citizens and four million disabled people rely on Medicare for their health care security. 
Yet the president's FY '96 budget does not address the trust fund's impending bankruptcy. 

Delegates to the White House Conference on Aging and other Americans are ready 10 participate in developing 
reforms that protect, preserve and improve Medicare. Medicare is too important— 

and the crisis is too deep—to ignore. 

But we cannot save Medicare until President Clinton and Congress address the problem. 

Postage 
; goes here 

President Bill Clinton 
The White House 

Washington, DC 20500 
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fttyn CITIZENS 
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MEDICARE REALITY CHECK 
The War on Waste: 

Chronicles of Medicare Waste, Fraud and Abuse 

| CONGRESSIONAL ALERT: Number! Augusts, 1995 | 
SAVE MEDICARE FROM WASTE, FRAUD AND ABUSE 

According to Medicare's Trustees, Medicare will 
go bankrupt in seven years if the current rate of 
spending is not reduced. If Medicare is allowed to 
go bankrupt, our parents and grandparents, who 
currently receive benefits, will be cut off by the year 
2002. Congress mitSl save Medicare. 

In fiscal year 1994, "federal spending for the 
Medicare program totaled an estimated $162 billion 
or more than $440 million per day. The 
Congressional Budget Office estimates that, in less 
than a decade. Medicare spending will more than 
double, exceeding $380 billion in 2003." 
General Accounling Office (GAO), Hi%h~Risk 
Series- Medicnra Claims February, 1995. p. 6. 

June Oibbs Brown, Inspector General of the 
Department of Health and Human Services 
said, "fraud and abuse permeate all aspects of 
Medicare." She said up to $17 billion, 10 percent of 
Medicare's budget, will be wasted because of fraud. 
Congressional Quarterly. Congressional Monitor. 
August 1, 1995, p. 7. 

GAO reports that the Health Care Financing 
Administration (HCFA), responsible for 
administering Medicare, "is aware thai flawed 
payment policies and abusive billing practices 
plague Medicare, but the exploitation of the program 
continues." 

• Medicare has been charged rates as high as $600 
per hour for speech and occupational therapy, 
though therapists' salaries range from under $20 
to $32 per hour. 

A scam involving mobile physiology labs grew 
into a multi-million dollar fraud, initially 
involving Medicare before moving on to other 
public and private payers, by taking advantage of 
Medicare's weak control over billing numbers. 

• Hospitals and other health providers owed 
Medicare millions of dollars in mistaken 
payments. Tn the absence of HCFA guidance 
and monitoring, Uncle Sam failed to recover the 
erroneous payments. 

Why is Medicare subject to such enormous waste? 
The GAO report states that the program's internal 
controls are inadequate. Consider: 

• Physicians, supply companies, or diagnostic 
laboratories have about three chances out of 
1,000 of having Medicare audit their billing 
practices in any given year. 

• Medicare pays more claims with less scrutiny 
today than at any other time over the past five 
years. 

• In fiscal year 1993, Medicare processed almost 
700 million claims about 250 million more than 
it processed five years earlier. 

Taxpayers know that Medicare loses billions of 
dollars each year. In fact the 10 percent going to 
waste equals the 10 percent increase in Medicare 
spending each year. To save, strengthen, and 
simplify Medicare, the first step is to eliminate the 
fraud and abuse. 

Citizens Against Government Waste, 1301 Connecticut Ave., Suite 400, Washington, DC 20036 
Telephone: 202/467-5300 Far 202/487-4253 
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GOVERNMENT 
WASTE 

MEDICARE REALITY CHECK 
The War on Waste: 

Chronicles of Medicare Waste, Fraud and Abuse 

I CONGRESSIONAL ALERT: NambeFz" August 3,1995 
SAVE, STRENGTHEN AND 

We all love our grandparents and parents, which 
makes the prospect of Medicare's possible insolvency 
not only troubling, but a national tragedy. Medicare's 
Trustees say that Medicare will go bankrupt if 
nothing is done to control the costs of the program. 
One sure way of controlling costs is to eliminate the 
chronic waste, fraud and abuse that is debasing the 
program. Congress must save Medicare. 

According to June Gibbs Brown, Inspector General 
of the Department of Heahh and Human Services, 
fraud, waste and abuse will cost Medicare $17 billion 
this year, equal to 10 percent of the system's budget. 
Congressional Quarterly, CQngressiQnal Moniior, 
August I, 1995, p. 7. 

Republicans on the Senate Special Committee on 
Aging released a report in 1994 estimating that $100 
billion is lost each year throughout America's health­
care system, through fraud and abuse. The report, 
Cflminy the Health Care System, also claimed that 
over the last five years, losses from fraudulent 
activities totaled nearly $418 billion throughout the 
public and private health-cure sector. 

Some of the cases of waste and fraud would make 
the most robust taxpayer queasy: 

• A speech therapist submitted false claims to 
Medicare for services "rendered to patients" 
several days after they had died. 

• A husband and wife in Michigan allegedly stole 
more than $25 million from Medicare in false 
claims for providing incontinence supplies for 
nursing home patients. When auditors initiated 

SIMPLIFY MEDICARE 

proceedings to review claims before paying them, 
the couple allegedly incorporated a new billing 
company in order to avoid detection auditors. 

• A California medical supply company billed 
Medicare $5 million for post-surgical dressings 
for nursing home patients who had never even 
had surgery. Medicare paid numerous nursing 
homes in several states for the surgical dressings, 
and the nursing homes also paid a percentage to 
the supply company. 

• A Georgia chiropractor, his wife, and 15 former 
patients were ordered to pay $3.2 million in fines 
after being convicted of Medicare and private 
insurer fraud. The couple recruited patients for 
their clinic by promising kickbacks of up to one 
third the amount that Medicare or the insurance 
companies reimbursed. On one day, bills were 
submitted for 169 patients. 

• Several Michigan pharmacists obtained large 
supplies of expired drugs and dispensed them, at 
full cost to Medicare, to nursing home patients. 
When confronted by a technician, one of the 
pharmacists stated "those people are old, they'll 
never know the difference, and they'll be dead 
soon anyway." 

Medicare fraud, waste and abuse affect all our 
families by driving up costs and restricting the 
availability of reliable health. It is time to save, 
strengthen, and simplify Medicare by eliminating the 
waste, fraud and abuse. 

Citizens Against Government Waste, 1301 Connecticut Ave., Suite 400, Washington. DC 20036 
Telephone: 202/467-5300 Fax: 202/467-4253 
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SAVE MEDICARE 

Medicare spending is growing three times the rate 
of inflation, and according to the program's 
Trustees' the program will go bankrupt by the year 
2003. Medicare's bankruptcy would be a tragedy 
for our parents and grandparents. One way to 
control Medicare spending is to reduce the fraud, 
waste and abuse, that according to the Inspector 
General of the Department of Health and Human 
Services comprises an estimated 10 percent of the 
program's spending. Congress must save Medicare. 

In recent years, the Department of Health and 
Human Services' Inspector General (TG) has 
catalogued a horrific history of Medicare fraud that 
has driven up the cost of the program and brought it 
closer to bankruptcy. 

• Twenty people were sentenced in a New Jersey 
and New York conspiracy which defrauded 10 
hospitals through phony billing schemes, 
diversion of shipments, kickbacks, sale of stolen 
x-ray film, phony invoices, money laundering, 
bribery, and no-show jobs. An estimated $ 10 
million was defrauded from hospital funds 
comprised of Medicare and private insurance 
monies. 

• The owner of an Arkansas medical equipment 
company was sentenced to 12 months' home 
detention for billing Medicare for equipment not 
requested or delivered. He agreed to pay the 
federal government $1.5 million to settle claims 
against him and his company. 

• A hospital in Washington, DC signed a $2.5 
million agreement to settle charges that it had 
counted as income and failed to return excess 

Medicare payments amounting to more than 
$1.6 million. 

• A Pennsylvania laboratory agreed to pay $2.4 
million in settlement claims that it defrauded 
Medicare by manipulating doctors into ordering 
unnecessary tests. 

In Florida, the IG reported that five persons 
were sentenced for fraudulently billing 
Medicare $5.2 million for oxygen concentrators, 
nebulizers, medications, and tests. 

• Again in Florida, more than a dozen companies, 
set up to supply Medicare patients with liquid 
nutritipnal supplements and feeding kits, 
defrauded Medicare of an estimated $20 million. 
The "kingpin" of the scheme fled the country, 
but was found in Venezuela and extradited. 

• A Louisiana ambulance company agreed to pay 
more than $1.8 million to settle charges of 
submitting false claims for transporting dialysis 
patients who did not qualify lor Medicare 
coverage. 

Taxpayers know that Medicare loses billions of 
dollars each year. In fact the 10 percent going to 
waste equals the 10 percent increase in Medicare 
spending each year. To save, strengthen, and 
simplify Medicare, the first step is to eliminate the 
fraud and abuse. 

Citizens Against Government Waste, 1301 Connecticut Ave., Suite 400. Washington, DC 20036 
Telephone: 202/467-5300 Fax: 202/467-4253 
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National Association 
of Manufacturers 

95-175 

FOR IMMEDIATE RELEASE 

CONTACTS: 
MONICA GLIVA (202) 637-3093 
JULIE CANTOR-WEINBERG (202) 637-3127 

MEDICARE REQUIRES QUALITY IMPROVEMENTS TO SURVIVE, SAYS NAMl 

WASHINGTON, D.C, August 3, 1995 -- "Without some significant 

restructuring, Medicare will be bankrupt and unable to pay any new claims by 2002," 

National Association of Manufacturers President Jerry Jasinowski today told a gathering 

of diverse organizations all interested in improving and preserving Medicare. 

Noting that the annual growth rate for Medicare is currently 10.4 percent, 

Jasinowski said: "The employer community, faced with double digit health care cost 

increases in the 1980s, realized they had to make some drastic changes in the way they 

operated their health care plans. Their innovative changes have translated into much 

lower health care cost growth rates, with some larger companies even experiencing flat 

or 1 percent increases. 

"The Federal Government should take a page from the business community's play 

book," Jasinowski told the Coalition to Save Medicare. "Some of our member 

companies' most successful changes include: greater emphasis on quality; use of 

managed care; making physicians more accountable; educating employees to make wise 

choices and use of services; seeking competitive bidding for their health care business; 

and making extensive use of wellness programs and preventive services. 

"In 1994, the U.S. Government spent $163 billion on Medicare and by 2002 they 

will spend $344 billion if nothing is done," continued Jasinowski. "It's not unreasonable 

to believe the government can achieve an annual Medicare growth rate in the range of 5 

percent by instituting some of the same changes employers have found to be so effective. 

"We certainly have our work cut out for us if we are going to both balance the 

budget and save Medicare from bankruptcy by 2002. But we can cut the budget deficit 

and improve Medicare at the same time," Jasinowski said. 

-NAM-
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